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PREFACE 

This volume is the Twenty-Second Issue of Selected Decisions 
of the International Monetmy Fund and Selected Documents. It 
contains the decisions, interpretations, and resolutions of the 
Executive Board and the Board of Governors of the International 
Monetary Fund, as well as selected documents, to which frequent 
reference is made in the current activities of the Fund. In addition, 
the volume contains certain documents relating to the Fund and the 
United Nations. With few exceptions, the decisions are of a general 
nature and relate to certain obligations, policies, and procedures 
under the Articles of Agreement. 

The Fourteenth Issue had an accompanying Annex containing 
bilateral borrowing agreements entered into by the Fund for the 
financing of the Enlarged Access Policy and for the financing of the 
ESAF Trust and associated lending, as well as related decisions 
adopted by April 30, 1989; an updated Annex containing bilateral 
borrowing agreements and related decisions in force on 
November 30, 1995 was published as an Annex to the Twentieth 
Issue. Bilateral borrowing agreements entered into by the Fund in 
connection with the General Arrangements to Borrow are included 
in this volume. 

This issue contains the decisions published in the Twenty-First 
Issue that remain in effect, as well as new general decisions adopted 
after the publication of the Twenty-First Issue. 

Wherever reference is made in this volume to provisions of the 
Fund's Articles or Rules and Regulations that have subsequently been 
renumbered by, or because of, the Second Amendment of the Fund's 
Articles of Agreement (effective April 1 ,  1978), the corresponding 
provision currently in effect is cited in a footnote. 

The General Counsel 
FRAN<;OIS P.  GIANVJTI 
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ARTICLE Ill 

Quotas and Subscriptions 

ADJUSTMENT OF QUOTAS 

The first interval of five years, at the end of which the Fund sha11 
review the quotas of the members in accordance with Article III, 
Section 2, began on the date when the Fund Agreement, in accor
dance with Article XX, Section 1 ,  * entered into force; i . e . ,  on 
December 27, 1945. 

Decision No. 408-2 
March 11 ,  1949 

[For increases in Quotas of Members-Tenth General Review, see pages 622-24] 

GOLD AND CURRENCY SUBSCRIBED TO THE FUND AND AC

COUNTING BY MEMBERS FOR TRANSACTIONS WITH THE 
FUND 

The following principles should be observed by members in 
reflecting their participation in the Fund in their accounts: 

( l )  Gold and currency subscribed to the Fund are clearly within 
its unrestricted ownership. They do not belong in any way to the 
subscriber. 

(2) Although the accounting practices of a member are primarily 
its own concern, each member should prepare its accounts in such 
a way that misconceptions as to the ownership of the gold and 
currency subscribed to the Fund would be avoided . . . .  

Decision No. 1 70-3 
May 20, 1947 

*Corresponds to Article XXXI, Section 1 of the Articles of Agreement after the Second 

Amendment. 
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GUIDELINES ON PAYMENT OF RESERVE ASSETS IN 
CONNECTION WITH SUBSCRIPTIONS 

The Executive Board approves the draft "Guidelines for Determin
ing the Amount of Reserve Assets to Be Paid in  Connection with 
Subscriptions" set forth [below]. 

Decision No. 6266-(791156) 
September 10, 1 979 

Guidelines for Determining the Amount of Reserve Assets 
to Be Paid In Connection with Subscriptions 

The following are proposed for adoption by the Executive Board 
as guidelines for Committees of the Executive Board when consid
ering the amount of a subscription that should be paid in reserve 
assets: 

1 .  These guidelines shall be taken into account by a Committee 
of the Executive Board established to consider an application for 
membership in the Fund or to consider a request for an increase in 
quota that is  made outside the framework of a general review of 
quotas. In applying the guidelines, a Committee shall pay due regard 
to present and prospective economic and financial circumstances of 
the country concerned. 

2.  In view of the requirement of Article II, Section 2 ,  that the 
terms for membership, including the terms for subscriptions, shall be 
based on principles consistent with those applied to other countries 
that are already members, new members will be expected to pay a 
part of their initial subscription in reserve assets. The payment of 
reserve assets in connection with the initial subscription of a new 
member is largely a matter of exchanging one form of reserves for 
another. 

3 .  The amount of the subscription to be paid in reserve assets 
shall be determined in the light of all the payments of reserve assets 
made by existing members and the country's external reserve posi
tion at the time of membership. 
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QUOTAS AND SUBSCRIPTIONS 

4. A reasonable approximation of the amount of the subscription 
that has been paid in reserve assets in the past is the average of all 
reserve assets actually paid in terms of the quotas of all members, 
rather than the proportions paid in the past by individual members. 
In making the calculation of the reserve assets to be paid, account 
will be taken of the repurchases made in the past by members, in
cluding those made in accordance with Schedule B of the amended 
Articles, and of sales of the currencies of members made to reduce 
to that level the amounts of the member's currency paid in excess of 
75 percent of quota by a member that had joined the Fund before the 
date of the Second Amendment. 

Taking into account the asset payments made by all members in 
connection with the Sixth General Review of Quotas and adding them 
to the sum of asset payments taken as the equivalent of 25 percent of 
total quotas as of the date of the Second Amendment, the reserve as
set payments made by all members average 20 percent of present 
quotas. In the event that all eligible members consent to the full 
increases in their quotas approved under the Seventh General Review 
of Quotas and taking into account that 25 percent of any increase in 
quotas is to be paid in SDRs (or acceptable currency for nonparti
cipants), the reserve asset payment made by eligible members will 
average 2 1 .7 percent of total quotas. 

Consequently, for the period prior to the coming into effect of 
the quotas approved under the Seventh General Review of Quotas, 
the reserve asset payment for a country applying for membership can 
normally be expected to be of the order of 20 percent of its initial 
quota; after the Seventh General Review is completed, the reserve 
asset payment for a country applying for membership would rise to 
the order of 2 1 . 7  percent of its initial quota. 

5 .  Normally, countries joining the Fund would be expected to 
make a payment of reserve assets in the amount, in terms of quota, 
calculated along the lines outlined in paragraph 3 above. However, 
consideration may be given, at the request of a prospective new 
member, for a payment of reserve assets smaller than the average 
size of such payments in terms of all quotas. In exceptional cir
cumstances, and in light of the actual and prospective balance of 

5 



©International Monetary Fund. Not for Redistribution 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

payments and gross reserve position of the prospective member (in
cluding its ability to acquire or mobilize external financial assets and 
also any allocations of SDRs that might be in prospect) at the time 
its application is being considered, the size of the reserve asset 
payment may be reduced, provided that it is not less than the equi
valent of 10 percent of the member's gross reserves or I 0 percent of 
initial quota, whichever was the higher. 

6. In determining the amount of the reserve asset payment, ac
count should also be taken of the effect the size of such payment 
would have on the remuneration that might be payable to the new 
member. This factor would ameliorate a higher reserve asset payment 
in terms of quota because the acquisition of a remunerated reserve 
tranche position would tend to ease the loss of interest income 
involved in the payment of a reserve asset. However, there may be 
circumstances where the new member has a reserve level somewhat 
below the average level of all members or when other features of its 
external financial position would seem ro call for some mitigation of 
the payment. In such circumstances, the norm for remuneration could 
be applied for the new member rather than the average of reserve 
asset payments made in the past noted in paragraph 3 above. As the 
norm for remuneration is likely to rise over time, the applicability of 
this approach would need to be kept under review and would be 
subject to the minimum payment in paragraph 5 above. 

7 .  As regards the amount of reserve asset payments to be made 
in connection with ad hoc increases in quotas which occur outside a 
general review of quotas, and to the extent that such increases are 
effectively a "catching up" of the quota increases already granted to 
other members in past general reviews, the amount of the reserve 
assets to be paid shall be based on the amount of reserve assets 
required as a result of such past general reviews. For other ad hoc 
increases, if any, the amount of the reserve asset payment shall be 
equivalent to 25 percent of the increase in quota. 

8. As regards the media of payment, paymenrs of reserve assets 
shall be made in SDRs to the maximum extent practicable or in a 
currency that is acceptable to the Fund and which is included in the 
operational budget as a currency that could be sold on a net basis for 
the foreseeable future. 
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ARTICLE IV 

Exchange Arrangements 

NOTIFICATION OF EXCHANGE ARRANGEMENTS UNDER 
ARTICLE IV, SECTION 2 

1 .  
* 

2. Th� procedures set forth in Section IV of SM/77 /277 [at
tached] are approved, and members shall be guided by the consider
ations in Section IV with respect to the prompt notification of any 
changes in their exchange arrangements. 

3 .  . . .  * 

Allachment 

Decision No. 5712-(78141) 
March 23, 1978 

Section IV of SM/77 /277 

IV. Issues Connected with Subsequent Notification 

Once the procedures for initial notification have been clarified, 
only a few issues remain to be dealt with in respect of subsequent 
notifications. One of these is the question of what would constitute 
a change in an exchange arrangement requiring notification. Clearly, 
any official action involving the adoption of a different type of 
arrangement would require notification. Furthermore, in cases where 
a member pegs its currency, it would be appropriate to notify the 
Fund of all changes in the peg; this would include not only every 
change in the central point around which a member was maintaining 
margins, but also those involving a change in  the composition of a 

* Not included in this volume. 
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composite, other than one occurring from a redistribution of curren
cy weights on the basis of newly available trade or payments data. 

For members with flexible exchange arrangements, it is more dif
ficult to specify changes which will require notification to the Fund. 
For members classified as fixing the rate according to a set of indi
cators, it would seem an appropriate rule that they communicate to 
the Fund details of any discrete exchange rate changes that are not 
consistent with the changes produced by the set of indicators. It 
would also be expected, if the suggested approach outlined earlier in 
this paper is accepted, that all members maintaining flexible ex
change arrangements be asked to notify the Fund whenever the 
authorities have taken a significant decision affecting such arrange
ments. This would involve, as a minimum, notification of such 
decisions whenever public policy statements have been issued. In 
addition, in any instance in which the Managing Director considered 
that a significant change had occurred in a member's exchange policy 
(including intervention arrangements), and no notification has been 
received from that member, he would consult with the member to re
quest information on the background to such developments. If con
sidered appropriate, a formal notification of the change would be 
sought from the member. 

Members would be expected to inform the Fund of all actions in
volving exchange taxes and subsidies. Indeed, under Article VIII, 
Section 3, members will continue to be required to request prior 
Fund approval of any multiple currency practices that may be in
volved in such actions. 

Upon receipt of notification of a change in. exchange arrangements 
from a member the staff would circulate it to the Executive Board. 
If the Board wishes, it could continue to be the normal practice that 
whenever a change is significant, its communication to the Board 
would be followed promptly by a staff paper describing the context 
of the change in policy and giving the staff's assessment. 

SURVEILLANCE OVER EXCHANGE RATE POLICIES 

1 .  The Executive Board has discussed the implementation of Arti
cle I V  of the proposed Second Amendment of the Articles of Agree-
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EXCHANGE ARRANGEMENTS 

ment and has approved the attached document entitled "Surveillance 
over Exchange Rate Policies."  The Fund shall act in accordance with 
this document when the Second Amendment becomes effective. In 
the period before that date the Fund shall continue to conduct 
consultations in accordance with present procedures and decisions. 

2. The Fund shall review the document entitled "Surveillance 
over Exchange Rate Policies" at intervals of two years and at such 
other times as consideration of it is placed on the agenda of the 
Executive Board. 

Decision No. 5392-(77163) 
April 29, 1977, as amended by 

Decision No. 8564-(87159), April 1, 1987, 
Decision No. 8856-(88164), April 22, 1988, 

and Decision No. 10950-(95137), April 10, 1995 

Surveillance over Exchange Rate Policies 

General Principles 

Article IV, Section 3(a) provides that "The Fund shall oversee the 
international monetary system in order to ensure its effective opera
tion, and shall oversee the compliance of each member with its obli
gations under Section 1 of this Article." Article IV, Section 3(b) 
provides that in order to fulfill its functions under 3(a), "The Fund 
shall exercise firm surveillance over the exchange rate policies of 
members, and shall adopt specific principles for the guidance of all 
members with respect to those policies . "  Article IV, Section 3(b) 
also provides that "The principles adopted by the Fund shall be 
consistent with cooperative arrangements by which members main
tain the value of their currencies in relation to the value of the 
currency or currencies of other members, as well as with other ex
change arrangements of a member's choice consistent with the pur
poses of the Fund and Section 1 of this Article. These principles 
shall respect the domestic social and political policies of members, 
and in applying these principles the Fund shall pay due regard to the 
circumstances of members. "  In addition, Article IV, Section 3(b) 
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requires that "each member shall provide the Fund with the inform
ation necessary for such surveillance. and, when requested by the 
Fund, shall consult with it on the member's exchange rate policies . . 

, 

The principles and procedures set our below. which apply to all 
members whatever their exchange arrangements and whatever their 
balance of payments position, are adopted by the Fund in order ro 
perform its functions under Section 3(b). They are not necessarily 
comprehensive and are subject to reconsideration in the light of expe
rience. They do not deal directly with the Fund's responsibilities 
referred to in Section 3(a), although it is recognized that there is a 
close relationship between domestic and international economic poli
cies. This relationship is emphasized in Arricle IV which includes the 
following provision: "Recognizing . . .  that a principal objective [of 
the international monetary system] is the continuing development of 
the orderly underlying conditions that are necessary for financial and 
economic stability. each member undertakes to collaborate with the 
Fund and other members to assure orderly exchange arrangements 
and to promote a stable system of exchange rates . ·· 

Principles for the Guidance of Members ' Exchange Rate Policies 

A .  A member shall avoid manipulating exchange rates or the 
international monetary system in order to prevem effective balance 
of payments adjustment or to gain an unfair competitive advanrage 
over other members. 

B .  A member should intervene in the exchange market i f  nec
essary to counter disorderly conditions which may be characterized 
inter alia by disruptive short-term movemems in the exchange value 
of its currency. 

C .  Members should take into account in their intervemion 
policies the interests of other members, including those of the coun
tries in whose currencies they intervene. 

Principles of Fund Surveillance over Exchange Rate Policies 

I .  The surveillance of exchange rate policies shall be adapted to 
the needs of international adjustment as they develop. The function-
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ing of the international adjustment process shall be kept under review 
by the Executive Board and Interim Committee and the assessment 
of its operation shall be taken into account in the implementation of 
the principles set forth below. 

2 .  J n  its surveillance of the observance by members o f  the prin
ciples set forth above, the Fund shall consider the following 
developments as among those which might indicate the need for dis
cussion with a member: 

(i) protracted large-scale intervention in one direction in the 
exchange market; 

(ii) an unsustainable level of official or quasi-official borrow
ing, or excessive and prolonged short-term official or quasi
official lending, for balance of payments purposes; 

(iii) (a) the introduction, substantial intensification, or pro
longed maintenance, for balance of payments pur
poses, of restrictions on, or incentives for, current 
transactions or payments, or 

(b) the introduction or substantial modification for bal
ance of payments purposes of restrictions on, or 
incentives for, the inflow or outflow of capital; 

(iv) the pursuit, for balance of payments purposes, of mone-
tary and other domestic financial policies that provide abnormal 
encouragement or discouragement to capital flows; 

(v) behavior of the exchange rate that appears to be unrelated 
to underlying economic and financial conditions including factors 
affecting competitiveness and long-term capital movements; and 

(vi) unsustainable flows of private capital. 

3 .  The Fund's appraisal of a member's exchange rate policies 
shall be based on an evaluation of the developments in the member's 
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balance of payments, including the size and sustainability of capital 
flows, against the background of its reserve position and its external 
indebtedness. This appraisal shall be made within the framework of 
a comprehensive analysis of the general economic situation and 
economic policy strategy of the member, and shall recognize that 
domestic as well as external policies can contribute to timely adjust
ment of the balance of payments. The appraisal shall take into ac
count the extent to which the policies of the member, including its 
exchange rate policies, serve the objectives of the continuing 
development of the orderly underlying conditions that are necessary 
for financial stability, the promotion of sustained sound economic 
growth, and reasonable levels of employment. 

Procedures for Surveillance 

I .  Each member shall notify the Fund in appropriate detail within 
thirty days after the Second Amendment becomes effective of the ex
change arrangements it intends to apply in fulfillment of its obliga
tions under Article IV, Section l .  Each member shall also notify the 
Fund promptly of any changes in its exchange arrangements. 

II .  Members shall consult with the Fund regularly under Arti
cle IV.  In principle, the consultations under Article IV shall compre
hend the regular consultations under Articles VIII and XIV, and shall 
take place annually. They shall include consideration of the obser
vance by members of the principles set forth above as well as of a 
member's obligations under Article JV,  Section l .  Not later than 
three months after the termination of discussions between the 
member and the staff, the Executive Board shall reach conclusions 
and thereby complete the consultation under Article IV. 

Ill. Broad developments in exchange rates will be reviewed perio
dically by the Executive Board, inter alia in discussions of the 
international adjustment process within the framework of the World 
Economic Outlook. The Fund will continue to conduct special con
sultations in preparing for these discussions. 
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IV.  The Managing Director shall maintain close contact with mem
bers in connection with their exchange arrangements and exchange 
policies, and will be prepared to discuss on the initiative of a 
member important changes that it contemplates in its exchange 
arrangements or its exchange rate policies. 

V. If, in the interval between Article IV consultations. the Manag
ing Director, taking into account any views that may have been 
expressed by other members, considers that a member's exchange 
rate policies may not be in accord with the exchange rate principles, 
he shall raise the matter informally and confidentially with the 
member, and shall conclude promptly whether there is a question of 
the observance of the principles. If  he concludes that there is such a 
question, he shall initiate and conduct on a confidential basis a 
discussion with the member under Article IV, Section 3(b). As soon 
as possible after the completion of such a discussion, and in any 
event not later than four months after its initiation, the Managing 
Director shall report to the Executive Board on the results of the dis
cussion. If, however, the Managing Director is satisfied that the 
principles are being observed, he shall informally advise all Execu
tive Directors, and the staff shall report on the discussion in the 
context of the next Article IV consultation; but the Managing Direc
tor shall not place the matter on the agenda of the Executive Board 
unless the member requests that this procedure be followed. 

VI. The Executive Board shall review the general implementation 
of the Fund's surveillance over members' exchange rate policies at 
intervals of two years and at such other times as consideration of it 
is placed on the agenda of the Executive Board. 

SURVEILLANCE: PROCEDURES 

1 .  Review. The Executive Board has reviewed the procedures re
lating to the Fund's surveillance over members' exchange rate poli
cies. These procedures, and the procedures for regular consultations 
under Article IV, will be reviewed again by the Executive Board in 
December 1979. The Executive Board will review the document 
"Surveillance over Exchange Rate Policies" at an appropriate time 
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not later than April I ,  1980, as provided for in paragraph 2 of 
Decision No. 5392-(77/63). adopted April 29, 1977 . . .  

2 .  
* 

3 .  Supplemental surveillance procedures. 

(a) Whenever the Managing Director considers that important 
economic or financial developments are likely to affect a member's 
exchange rare policies or the behavior of the exchange rate of its 
currency, he shall initiate informally and confidentially a discussion 
with the member. After such discussion the Managing Director may 
report to the Executive Board or informally advise the Executive 
Directors and, if the Executive Board considers it appropriate, an ad 
hoc Article IV consultation between the member and the Fund shall 
be conducted in accordance with the procedure set out in subpara
graph (b) below. 

(b ) A sraff report will be circulated to the Executive Directors 
under cover of a note from the Secretary specifying a tentative date 
for Executive Board discussion which will be at least 1 5  days later 
than the date upon which the report is circulated. The Secretary's 
note will also set our a draft decision taking note of the staff report 
and completing the ad hoc consultation without discussion or appro
val of the views contained in the report; the decision will be adopted 
upon the expiration of the two-week period following the circulation 
of the staff report to the Executive Directors unless, within such 
period, there is a request from an Executive Director or decision of 
the Managing Director to place the report on the agenda of the Exe
cutive Board. If  the staff report is placed on the agenda, the Execu
tive Board will discuss the report and will reach conclusions which 
will be reflected in a summing up. 

(c) Unless otherwise decided by the Executive Board, the conduct 
of an ad hoc consultation with a member will not affect the consul-

*Not included in this volume. 
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tation cycle applicable to the member or the deadline for completion 
of the next consultation with the member. 

Decision No. 6026-(79113) 
January 22, 1979, as amended by 

Decision No. 10273-(93115) 
January 29, 1 993, and 

Decision No. 10364- (93167) 
May 10, 1993 

SURVEILLANCE OVER EXCHANGE RATE POLICIES: REVIF.W 

I .  

2 .  The Executive Board also has reviewed the document entitled 
"Surveillance over Exchange Rate Policies" attached to Decision No. 
5392-(77/63), adopted April 29, 1977, as amended, as required by 
paragraph 2 of that decision. The next review of the document shall 
be conducted not later than January 3 1  , 1993. 

Decision No. 9499-(9011 1 1) 
July 11,  1990, as amended by 

Decision Nos. 1 0072-(92185), July 2, 1992 and 
10159-(92/122), October 7, 1992 

IMPLEMENTATION OF PROCEDURES FOR 

SURVEILLANCE: REVIEW 

1 .  The Executive Board has reviewed the general implementation 
of the Fund's surveillance over members' exchange rate policies, as 
required by paragraph VI of Procedures for Surveillance contained 
in the document entitled "Surveillance over Exchange Rate Policies" 
attached to Decision No. 5392-(77/63), adopted April 29, 1977, as 
amended, including the procedures for the conduct of consultations 
under Article IV, which in principle shall comprehend the regular 
consultations under Article VIII and Article XIV, and approves the 
procedures as described in SM/92/234, in the light of the Managing 
Director' s  summing up, until the next review, which shall be 
conducted not later than February 28, 1995. 
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2 .  The Executive Board has reviewed the document entitled 
"Surveillance over Exchange Rate Policies" attached to Decision No. 
5392-(77 /63), adopted April 29, 1977, as amended, as required by 
paragraph 2 of that decision. The next review of the document shall 
be conducted not later than February 28, 1995. 

Decision No. 10273-(93115) 
January 29, 1993, 

as amended by 
Decision No. 10886-(9512) 

January 6, 1995 

The Executive Board has reviewed the general implementation of 
the Fund's surveillance over members' exchange rate policies, as 
required by pa�agraph VI of Procedures for Surveillance contained 
in the document entitled "Surveillance Over Exchange Rate Policies" 
attached to Decision No. 5392-(77/63), adopted April 29, 1 977, as 
amended. The next review shall be conducted no later than 
September 1 5 ,  1996. 

Decision No. 10949-(95137) 
April 10, 1995 

1 .  The Executive Board has reviewed the general implementation 
of the Fund's surveillance over members' exchange rate policies, as 
required by paragraph VI of Procedures for Surveillance contained 
in the document entitled "Surveillance Over Exchange Rate Policies" 
attached to Decision No. 5392-(77/63), adopted April 29, 1977, as 
amended. The next review shall be conducted no later than April 15 ,  
1999. 

2. The Executive Board has reviewed the document entitled 
"Surveillance Over Exchange Rate Policies" attached to Decision 
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No. 5392-(77/63), adopted April 29, 1977, as amended. as required 
by paragraph 2 of that decision. The next review of the document 
shall be conducted no later than April 1 5 ,  1999. 

Decision No. 1 1477-(97138) 
April 15, 1997 

ARTICLE IV CONSULTATION CYCLES-REVIEW OF TEMPORARY 
CHANGES 

The Executive Board has reviewed the temporary shift in consul
tation cycles as provided for in the statement of the Chairman at 
EBM/9 1 / 1 57 ( 1 1/22/91) and decides that, effective November 22. 
1992, consultations with members shall be held in accordance with 
Appendix I of EBD/92/240 ( 1 0/9/92). 

Decision No. 10168- (921127) 
October 15, 1992 

BIENNIAL REVIEW OF THE FUND'S SURVEILLANCE POLICY

TERMINATION OF BICYCLIC CONSULTATION PROCEDURE 

The bicyclic consultation procedure shall be terminated and each 
member currently on the bicyclic procedure shall be immediately 
placed on the standard 1 2-month cycle; the first consultation with 
each such member that is completed after the adoption of this deci
sion shall be conducted in accordance with the procedures that apply 
to consultations under the standard 1 2-month cycle, and the deadline 
for completion that applied under the bicyclic procedure shall conti
nue to apply to such consultation. 
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SURVEILLANCE: PROCEDURES-lMPLEMENTATfON OF THREE
MONTH PERIOD 

The Executive Board approves the proposed method of applying 
the three-month rule for implementing the procedures for surveil
lance, set forth in EBD/83/ 1 6 1  [below]. 

EBD/83/ 16 1  

Decision No. 7427-(83183) 
June 8, 1983 

Attachment 

The document entitled "Surveillance over Exchange Rate Poli
cies," attached to Decision No. 5392-(77 /63), includes certain Pro
cedures for Surveillance. Of these, Procedure 1 1  stares that "Not 
later than three months after the termination of discussions between 
the member and the staff, the Executive Board shall reach conclu
sions and thereby complete the consultation under Article IV."  This 
three-month period begins from the last day of discussions between 
the authorities and the staff mission and it is counted off on a 
calendar basis. Accordingly, the first Board day (viz . .  Monday. 
Wednesday, or Friday) upon the completion of the three-month 
period is regarded as rhe deadline for Executive Board discussion. 
Sometimes Executive Board consideration and completion of the 
Article IV consultation are delayed beyond the three-month deadline 
(see SM/83/43, 3/1/83, pp. 29-30), and in such cases, Board appro
val is usually sought on a lapse-of-rime basis for an extension of the 
period. The procedure is administered flexibly in the sense that if 
Board discussion is scheduled just one or two Board days after the 
deadline, the three-month waiver paper seeking Board approval is not 
necessarily circulated. 

However, there are certain periods during the year when Board 
meetings would normally be avoided for the convenience of Execu
tive Directors. For example, in 1983 Board meetings were not sche
duled in the weeks of February 7 -I I and April 25-29 because of 
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Interim and Development Committee meetings, respectively. For the 
same reason, Board meetings are not likely to be scheduled during 
August 8-19 ,  1983 because of the informal Board recess and during 
approximately September 16-30 because of the Annual Meetings and 
ancillary meetings, including caucus meetings. It would be appropri
ate and convenient to recognize these recurrent and normal gaps in 
the Board's schedule when applying the three-month rule. Accord
ingly, if a three-month deadline falls in a period such as one of those 
mentioned above when a Board meeting would normally not be sche
duled, the Friday of the week immediately following such a period 
would be regarded as the applicable deadline for the purposes of the 
rule. 

Concluding Remarks by the Chairman-Biennial Review 
of the Implementation of Surveillance over Exchange 
Rate Policies and of the 1977 Surveillance Decision 
Executive Board Meeting 91115, Februwy 8, 1991 

This discussion concludes the Board's consideration of the pro
cedural questions that were not resolved upon the completion on 
July I I ,  1990 of the review of the implementation of Fund surveil
lance over members' exchange rate policies and of the 1977 Surveil
lance Decision. 

Two areas remained outstanding following the previous rounds of 
discussion of the biennial review in July and September last year. 
The first is the question of Board procedures for dealing with interim 
Article IV consultation reports under the bicyclic procedure and for 
completing the consultations; the second is a staff operational 
guidance note, which the Board has been asked to endorse (Attach
ment !). 

Executive Directors have reasserted that surveillance should be 
implemented under the Executive Board's guidance. With the affir
mation by the Executive Board of the principle of annual consulta
tions with all members, including those under the bicyclic procedure. 
the Board has agreed to procedures under which the interim report 
may be discussed or the consultation completed without discussion. 
These new procedures for dealing with interim consultation reports 
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are spelled out in the staff operational guidance note (paragraph 2). 
The guidance note, as amended and endorsed by the Board today, 
refines the operational elements of the Chairman's summing up of 
August 23, 1990; the summing up, amended slightly in light of the 
Executive Directors' informal meeting of September 17 ,  1990, in all 
other respects remains valid (Attachment IT). The Board has also 
approved today an amendment to the 1977 Decision on Surveillance 
over Exchange Rate Policies, which is required to implement the new 
Board procedures with respect to interim consultation reports. 

I would also note the broad call on the staff to streamline con
sultation reports, especially if the circumstances and policies of the 
country have not changed significantly from the previous year. A 
number of Directors again either supported or indicated an interest 
in further exploring the possibility of expanding the application of 
the bicyclic procedure to more countries. The staff will continue to 
look for opportunities to widen the use of the bicyclic procedure. 

Attachment I 

Surveillance Review-Staff Operational Guidance No1e 

I .  The Executive Board confirmed the principle of annual consul
tations with all members, including under the bicyclic procedure.

* 

In all cases, consul ration discussions between the staff and the autho
rities will result in a staff report to be submitted for consideration by 
the Executive Board. In the case of staff reports for interim Article 
IV consultations under the bicyclic procedure, the Board may discuss 
the staff report or complete the consultation without discussion and 
without reaching conclusions. In all other cases, the Executive Board 
will reach conclusions which would be reflected in a summing up of 
the discussions. 

*
Except those countries under an 18- or 24-momh cycle. Under previous bicyclic procedure. 

consultations were held every two years and a report on interim discussions between the staff and 
the authorities was circulated to the Executive Board for information. Under this modified bicyclic 
procedure. the Executive Board will conclude consultations with the member ·on the basis of the 
interim discussion reports. 
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2 .  Staff reports on interim Article IV consultations will be circu
lated to the Executive Directors and a tentative date for possible 
Executive Board discussion will be indicated in the covering note. 
However, unless there is a request from an Executive Director for a 
discussion of the report or the Managing Director places the report 
on the agenda of the Executive Board within two weeks of its circu
lation, the interim consultation with the member will have been 
completed without discussion. In such a case, the Executive Board 
decision completing the consultation will take note of the staff 
report, but will not endorse or approve the conclusions contained in 
the appraisal section of the staff report. The decision will become 
effective on the expiration of the two-week period following the 
circulation of the staff report to the Executive Directors. 

3 .  Staff reports will focus in each case on the core areas of sur
veillance over exchange rate policies, within the framework of mac
roeconomic and related structural policies, and will examine whether 
these policies are conducive to the achievement of reasonable price 
stability, sustainable external positions, and orderly economic 
growth. Beyond this coverage of the core policy areas, the staff 
should exercise judgment regarding the scope of consultation reports, 
and selectivity rather than uniformity of coverage of subjects will be 
encouraged. 

4. The staff should attempt to streamline a consultation report, 
especially if the circumstances of the country have not changed sig
nificantly from the previous year. More in-depth reporting should be 
provided where significant changes have occurred in  policy or 
external circumstances since the last staff paper or in cases where it 
is judged that policy issues need to be covered in greater depth or 
wider scope. In any event, a comprehensive staff report would be 
expected for each member at least once every two years. For coun
tries using Fund resources, consultation reports will be folded into 
the other reports prepared in connection with the use of Fund resour
ces to the fullest extent possible. Special efforts will be made to 
shorten and focus as much as possible the interim reports under the 
bicyclic procedure. All reports will be kept concise. 

5. Generally, the paper on recent economic developments (RED) 
would be issued every other year, unless the staff and the authorities 
deem it appropriate to issue more frequent REDs. This may be the 
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case especially where such reports would be helpful to the member 
in formulating its own policies or in obtaining external support. 
Analytic papers or reports on special topics could be presented at any 
time. 

6 .  The World Economic Outlook will continue to evolve as the 
multilateral framework for bilateral surveillance, as well as the basis 
for integrating the analysis of individual countries, including in parti
cular the seven major industrial countries, into a larger multilateral 
context. 

7. The staff will endeavor to strengthen the coverage of regional 
and cross-country issues, particularly in the context of the WEO, but 
also, where appropriate, in consultation or special reports. 

PRESS INFORMATION NOTICES-RELEASE 

Following the completion of an AHicle IV consultation for a 
member, the Fund may release a Press Information Notice reporting 
on the results of the consultation in accordance with the following 
terms: 

I .  Contents of Press Information Notices 

The Press Information Notice will be brief (normally 3-4 pages) 
and will consist of two sections: 

(a) A background section with factual information on the 
economy of a member, including a table of economic indicators. 
When possible, a draft of this section would be included in the staff 
report on Article IV consultation discussions to permit an early 
opportunity for comment. 

(b) The Fund's assessment of the member's prospects and 
policies. This section will correspond closely to the Chairman's 
summing up of the Executive Board discussion. Editing of the 
summing up will be minimal, removing only highly market-sensitive 
information, mainly Fund views on exchange rate and interest rate 
matters. 
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2.  Member's Consent to the Release of a Press Information 
Notice 

The release of a Press Information Notice shall be subject to the 
consent of the member concerned, normally to be communicated 
through its Executive Director, in accordance with the following 
procedures: 

(a) A member may indicate its intention to consent to the 
release of a Press Information Notice at any time prior to issuance 
of the Chairman's summing up of the Article IV consultation as a 
Fund document, but is free not to do so. 

(b) The Executive Director concerned will have the 
opportunity to review the draft Press Information Notice prior to its 
release. 

(c) In case of a serious disagreement between the Managing 
Director and the Executive Director concerned on the draft, either 
may request the Executive Board to consider the matter. 

(d) A Press Information Notice will be released only upon the 
written consent of the member, normally communicated through the 
Executive Director concerned, to the proposed draft. The release of 
each Press Information Notice will require a separate written 
consent. A consent can be withdrawn at any time prior to the release 
of the Press Information Notice. 

(e) It is understood that no pressure will be exerted on a 
member to provide consent for the release of a Press Information 
Notice by the Managing Director, Fund staff, or other members. 

3 .  Timing of Release 

The Press Information Notice will be released shortly following 
the completion of the Article IV consultation. As an indicative target. 
the Fund will aim to issue the Press Information Notice five to ten 
working days following the relevant Executive Board meeting, but 
in any event not before the end of the working day following the 
circulation of the summing up as a Fund document. 
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4.  Confirmation of Present Practices 

(a) The release of Press Information Notices shall nor affect 
the current Article I V  consultation summing up process. In 
particular, the Chairman's summing up will continue to be provided 
to the Executive Director concerned for review following the 
Executive Board meeting. 

(b) The possibility of releasing Press Information Notices 
shall not affect in any way the staff's reporting to the Executive 
Board on consultation discussions with members. 

Decision No. 1 1493-(97145) 
April 24, 1997 

The Executive Board took the following decision: 

The Executive Board approves the proposals relating to the release 
of background reports on recent economic developments and of 
statistical appendices and annexes . . . , provided that the relevant 
member, through its Executive Director, will be given 30 days from 
the date of consideration of the documents by the Executive Board, 
to identify and delete from them data that it deems to be confidential, 
or to object to the documents' release. 
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ARTICLE V, SECTION 2 (b) 

Financial and Technical Services 

ESTABLISHMENT OF THE ENHANCED STRUCTURAL ADJUSTMENT 
FACILITY TRUST* 

1 .  The Fund adopts the Instrument to Establish the Enhanced 
Structural Adjustment Facility Trust that is annexed to this decision. 

2 .  The Fund is committed, i f  i t  appeared that any delay in pay
ment by the Trust to lenders would be protracted, to consider fully 
and in good faith all such initiatives as might be necessary to assure 
full and expeditious payment to lenders. 

Decision No. 8759-(87/1 76) ESAF 
December 18, 1987, as amended by 

Decision Nos. 9115-(89140) ESAF 
March 29, 1989, 

9488-(90/ 1 06) ESAF 
July 2, 1 990, 

9555-(901146) ESAF 
September 24, 1990, 
9585-(901161) ESAF 
November 15, 1990, 
10092-(92194) ESAF 

July 23, 1992, 
10287-(93123) ESAF 
February 22, 1993, 

10515-(93/162) ESAF, 
November 29, 1993, 

10530-(931170) ESAF, 
December 15, 1993, 

10532-(9311 70) ESAF, 
December 15, 1993, 

*On the transfer of resources from the Special Disbursement Account to the Enhanced Structural 

Adjustment Facility Trust and retransfer to the Special Disbursement Account. see Decision No. 
8760-(871176) on page 351. On the establishment of the Enhanced Structural Adjustment Facility, 
see Decision No. 8757-(871176) SAFIESAF on page 347. On modalities of gold pledge for use of 
ESAF Trust resources under Rights Approach. see Decision No. 10286-(93/23) ESAF on page 353. 
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ANNEX 

1 1 1 14-(951110) ESAF, 
November 20, 1995. 

11395-(96/110) ESAF, 
December 9, 1996 

1 1434-(97110), 
February 4, 1997, and 

11435-(97110), 
February 4, 1997 

Instrument to Establish the Enhanced Structural 
Adjustment Facility Trust 

Introductory Section 

To help fulfill its purposes, the International Monetary Fund 
(hereinafter called the "Fund") has adopted this Instrument estab
lishing the Enhanced Structural Adjustment Facility Trust (herein
after called the "Trust"), which sball be administered by the Fund as 
Trustee (hereinafter called the "Trustee"). The Trust shall be 
governed by and administered in accordance with the provisions of 
this Instrument. 

Section r. General Provisions 

Paragraph 1 .  Purposes 

The Trust shall assist in fulfilling the purposes of the Fund by 
providing loans on concessional terms (hereinafter called "Trust 
loans") to low-income developing members that qualify for assistance 
under this Instrument, in order to support programs to strengthen 
substantially and in a sustainable manner their balance of payments 
position and to foster growth. 
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Paragraph 2. Accounts of the Trust 

The operations and transactions of the Trust shall be conducted 
through a Loan Account, a Reserve Account, and a Subsidy Account. 
The resources of the Trust shall be held separately in each Account. 

Paragraph 3. Unit of Account 

The SDR shall be the unit of account for commitments, loans, and 
all other operations and transactions of the Trust, provided that 
commitments of resources to the Suhsidy Account may be made i n  

currency. 

Paragraph 4. Media of payment of contributions and exchange of 
resources 

(a) Resources loaned or donated to the Trust shall be received in 
a freely usable currency, subject to the provisions of (c) below, and 
provided that resources may be received by the Subsidy Account in 
other currency. 

(b) Payments by the Trust to lenders or donors shall be made in 
U.S.  dollars or such other media as may be agreed between the 
Trustee and such lenders or donors. 

(c) Loans or donations to the Trust may also be made in or ex
changed for SDRs in accordance with such arrangements as may be 
made by the Trust for the holding and use of SDRs. 

(d) The Trustee may exchange any of the resources of the Trust, 
provided that any balance of a currency held in the Trust may be 
exchanged only with the consem of the issuers of such currencies. 

Section I I .  Trust Loans 

Paragraph 1. Eligibility and conditions for assistance 

(a) The members on the list annexed to Decision No. 8240-
(86/56) SAF, as amended, shall be eligible for assistance from the 
Trust. 
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(b) This assistance shall be committed to a qualifying member, 
subject to this instrument, for a three-year period upon approval by 
the Fund of a three-year arrangement in support of a three-year 
macroeconomic and structural adjustment program presented by the 
member. The three-year arrangement will prescribe the total amount, 
and the annual amounts within the total, committed to the member. 
Resources so committed shall be made available in the form of loans 
under three annual arrangements approved by the Fund. An annual 
arrangement may not be approved before the expiration of the pre
ceding annual arrangement, other than under exceptional circum
stances. After the expiration of the original three-year commitment 
period for an eligible member, the Trustee may approve additional 
three-year commitments for that member in accordance with this 
Instrument. 

(c) Before approving a three-year arrangement, the Trustee shall 
be satisfied that the member has a protracted balance of payments 
problem and is making an effort to strengthen substantially and in a 
sustainable manner its balance of payments position. 

(d) Commitments under three-year arrangements may be made 
during the period from January 1 ,  1988 to December 3 I , 2000. 

(e) After the expiration of the third annual arrangement for an 
eligible member under a three-year commitment, the Trustee may 
approve an additional annual arrangement for that member, if it is 
satisfied that the performance of the member under the arrangement 
has been satisfactory and that the member has adopted appropriately 
strong measures in response to its external circumstances in an efforr 
to strengthen substantially and in a sustainable manner its balance of 

payments position. The Trustee may extend the period of the addi
tional arrangement to allow the disbursement of undisbursed 
amounts, subject to appropriate conditions consistent with the terms 
of assistance under this Instrument. Commitments under such addi
tional annual arrangements shall be within the access limits deter
mined in accordance with paragraph 2 of this Section and may be 
made during the period specified in (d) above. 
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(f) If a three-year commitment to an eligible member has expired 
with undrawn amounts, the Trustee may approve a new commitment 
for that member, subject to this Instrument, provided that the 
member submits a three-year macroeconomic and structural adjust
ment program and that the amount of resources that could be made 
available under the new commitment approved in accordance with 
this subparagraph shall not exceed the undrawn amounts under the 
expired commitment. The new commitment may be made under a 
one-year or two-year arrangement, as the case may be, with the 
annual access to be determined on the basis of the strength of the 
member's program and its balance of payments need. 

Paragraph 2. Amount of Assistance 

(a) An initial maximum limit on access to the resources of the 
Trust shall be established by the Trustee, as a proportion of mem
bers' quotas in the Fund, and provisions shall be made for a limit up 
to which that maximum limit may be exceeded in exceptional circum
stances. The maximum access limit and the exceptional maximum 
limit shall be subject to review from time to time by the Trustee in 
the light of actual utilization of resources available to the Loan 
Account. 

(b) To the extent that a member has notified the Trustee that it 
does not intend to make use of the resources available from the 
Trust, the member shall not be included in the calculations of the 
access limits on Trust loans. 

(c) The access for each member that qualifies for assistance from 
the Trust shall be determined on the basis of an assessment by the 
Trustee of the balance of payments need of the member, the strength 
of its adjustment program, the amount of the member's outstanding 
use of credit extended by the Fund, and its record in using Fund 
credit in the past. 

(d) The amount of resources committed to a qualifying member 
under a three-year arrangement and the amounts for the second- and 
third-year arrangements shall be reviewed at the time of the consider
ation of each annual program. The Fund may increase the overall 
amount of resources committed under a three-year arrangement, 

29 



©International Monetary Fund. Not for Redistribution 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

when increasing the amount to be made available for the second 
disbursement under an annual arrangement to help meet adverse 
external contingencies occurring during the period of the 
arrangement. The amounts committed to a member shall not be re
duced because of developments in its balance of payments, unless 
such developments are substantially more favorable than envisaged 
at the time of approval of the three-year arrangement and the 
improvement for the member derives in particular from improve
ments in the external environment. 

(e) Any commitment shall be subject to the availability of re
sources to the Trust. 

Paragraph 3. Disbursements 

(a) Any disbursement shall be subject to the availability of the 
resources to the Trust. 

(b) Disbursements under an annual arrangement must precede the 
expiration of the period of that arrangement and be made prior to the 
expiration of the three-year commitment period. An annual 
arrangement may be extended for a period not to exceed six months 
where (i) an extension is necessary to complete the midyear review, 
and (ii) there is a good prospect that the member will achieve the 
objectives of the program within the extended period. The Trustee 
may extend the period of the three-year commitment to allow the 
disbursement of undisbursed amounts, subject to appropriate 
conditions consistent with the terms of assistance under this 
Instrument. 

Disbursements under each annual arrangement shall be made in 
two installments, the first after approval of the corresponding 
arrangement, and the second after the conditions established under 
the arrangement for that disbursement have been met, or if not met, 
after consultation has taken place between the Trustee and the 
member, and understandings have been reached regarding the cir
cumstances in which the member may request the disbursement of 
that installment. 
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(c) Disbursements shall normally be made on the fifteenth and the 
last day of the month, provided that if these days are not business 
days of the Trustee, the disbursement shall be made on the preceding 
business day. Following a member's qualification for a disbursement, 
the disbursement shall be made on the first of these value dates for 
which the necessary notifications and payment instructions can be 
issued by the Trustee. 

(d) No disbursement under any commitment to a member shall be 
made after the expiration of the period referred to in Section III, 
paragraph 3. 

Paragraph 4. Terms of loans 

(a) Interest on the outstanding balance of a Trust loan shall be 
charged at the rate of one half of one percent per annum subject to 
the provisions of Section IV, paragraph 5 ,  and provided that interest 
at a rate equal to the rate of interest on the SDR shall be charged on 
the amounts of any overdue interest on or overdue repayments of 
Trust loans. 

(b) Trust loans shall be disbursed in a freely usable currency as 
decided by the Trustee. They shall be repaid, and interest paid, in 
U.S. dollars or other freely usable currency as decided by the Trus
tee. The Managing Director is authorized to make arrangements 
under which, at the request of a member, SDRs may be used for dis
bursements to the member or for payment of interest or repayments 
of loans by the member to the Trust. 

(c) The Trustee may not reschedule the repayment of loans from 
the Trust. 

Paragraph 5. Modifications 

Any modification of these provisions will affect only loans made 
after the effective date of the modification, provided that modifica
tion of the interest rate shall apply to interest accruing after the 
effective date of the modification. 
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Section III. Borrowing for the Loan Account 

Paragraph 1. Resources 

The resources held in the loan Account shall consist of: 

(a) the proceeds of loans made to the Trust for that Account; and 

(b) payments of principal and interest on Trust loans, subject to 
the provisions of Section V, paragraph 3 .  

Paragraph 2. Borrowing authority 

The Trustee may borrow resources for the Loan Account on such 
terms and conditions as may be agreed between the Trustee and the 
respective lenders subject to the provisions of this Instrument. 

Paragraph 3. Commitments 

Commitments for drawings under loan agreements to the Loan 
Account of the ESAF Trust that were entered into before Novem
ber 30, 1993 shall extend through December 3 1 ,  1997, and under 
loan agreements that are entered into after November 30, 1993 shall 
extend through December 3 1 ,  1999. The drawdown period may be 
extended by mutual agreement between the Trustee and the lender. 
The Managing Director is authorized to conclude such agreements on 
behalf of the Trustee. 

Paragraph 4. Drawings on loan commitments 

(a) Drawings on the commitments of individual lenders over time 
shall be made so as to maintain broad proportionality of these draw
ings relative to commitments, provided that the Trustee will aim to 
draw fully all loans entered into prior to November 30, 1993 before 
calling on loans entered into after that date. 

(b) Calls on a lender's commitment shall be suspended tempora
rily if, at any time prior to June 30, 1997, in case of a commitment 
under a loan agreement entered into before November 30, 1993, or 
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prior ro June 30, 1999, in case of a commitment under a loan agree
ment entered into after November 30, 1993, the lender represents to 
the Trustee that it has a liquidity need for such suspension and the 
Trustee, having given this representation the overwhelming benefit 
of any doubt, agrees. The suspension shall not exceed three months, 
provided that it may be extended for further periods of three months 
by agreement between the lender and the Trustee. No extension shall 
be agreed which, in the judgment of the Trustee, would prevent 
drawing of the full amount of the lender's commitment. 

(c) Following any suspension of calls with respect to the commit
ment of a lender, calls will be made on that commitment thereafter 
so as to restore proportionality of calls on all lenders as soon as 
practicable. 

Paragraph 5. Payments to lenders 

(a) The Trust shall make payments of principal and interest on its 
borrowing for the Loan Account from the payments into that account 
of principal and interest made by borrowers under Trust loans. 
Payments of rhe authorized subsidy shall be made from the Subsidy 
Account in accordance with Section IV of this Instrument, and, as 
required, payments shall be made from the Reserve Account in accor
dance with Section V of this Instrument. 

(b) The Trust shall pay interest on outstanding borrowing for 
Trust loans promptly after June 30 and December 3 1  of each year, 
unless the particular modalities of a loan to the Trust make it neces
sary for the Trustee to agree with the lender on interest payments at 
other times. 

Section IV. Subsidy Account 

Paragraph I. Resources 

The resources held in the Subsidy Account shall consist of: 

(a) the proceeds of donations made to the Trust for that Account; 

(b) the proceeds of loans made to the Trust for that Account; and 
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(c) transfers from the Special Disbursement Account in accor
dance with Decision No. 1053 1 -(93/170) to that Account; and 

(d) net earnings from investment of resources held in that 
Account. 

Paragraph 2. Donations 

The Trustee may accept donations of resources for the Subsidy 
Account on such terms and conditions as may be agreed between the 
Trustee and the respective donors, subject to the provisions of this 
Instrument. To the extent possible, annual contributions should be 
made before May 30 of each year. 

Paragraph 3. Borrowing 

The Trustee may, in exceptional circumstances, borrow resources 
for the Subsidy Account from official lenders on such terms and 
conditions as may be agreed between the Trustee and the lenders; in 
order 

(a) to prefinance an amount that is firmly committed to be dona
ted to the Trust for the Subsidy Account; repayment of principal and 
any payments of interest on such borrowing shall be contingent upon 
the receipt by the Subsidy Account of the Trust of the donation that 
has been prefinanced; 

(b) that the Subsidy Account may benefit from net investment 
earnings on the proceeds of a loan extended at a concessional interest 
rate; repayment of principal and any payment of interest on such bor
rowing shall be made exclusively from the proceeds of liquidation of 
the investment and the earnings thereon. 

Paragraph 4. Authorized subsidy 

The Trustee shall draw upon the resources available in the 
Subsidy Account to pay the difference, with respect to each interest 
period, between the interest due by the borrowers and the interest 
due on resources borrowed for Trust Loans. 
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Paragraph 5. Calculation of subsidy 

(a) The amount of the subsidy shall be determined by the Trustee 
in the light of (i) the objective of ensuring that the Enhanced Struc
tural Adjustment Facility is a highly concessional facility and, to the 
extent possible, of reducing the rate of interest charged on Trust 
loans to 0.5 percent, (ii) the rate of interest on resources available to 
the Loan Account, and (iii) the availability and prospective avail
ability of resources to the Subsidy Account. 

(b) The Trustee shall keep the operation of the Subsidy Account 
under review. If at any time it determines that resources available or 
committed are likely to be insufficient to reduce the rate of interest 
on Trust loans to 0 .5  percent throughout the operation of the Trust, 
the Trustee shall seek such additional resources as may be necessary 
to achieve this objective. 

(c) Should adequate additional resources not be forthcoming to 
reduce the rate on Trust loans to 0.5 percent, the Trustee shall re
calculate the subsidy with a view to reducing that interest rate to the 
lowest feasible rate that could be applied throughout the remaining 
life of the Trust. The rate of interest charged on all outstanding loans 
by the Trust shall be adjusted accordingly in the succeeding interest 
periods. Borrowers shall be notified promptly of such adjustments. 
Further recalculations and adjustments shall be made in subsequent 
interest periods, as necessary in light of developments with respect 
to the rate of interest on resources available to the Loan Account and 
to the availability of resources to the Subsidy Account. 

(d) If the interest due to lenders for an interest period has ex
ceeded the interest due by borrowers together with the authorized 
subsidy under paragraph 4 of this Section for that period, and pay
ment to lenders of that difference has been made from the Reserve 
Account in accordance with Section V,  paragraph 2,  an amount equi
valent to that difference shall be added to the interest due by bor
rowers for the succeeding interest period. Payment of that amount 
shall be made to the Reserve Account in accordance with Section V,  
paragraph 3 .  The additional interest due shall not be taken into 
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account in the calculation of the authorized subsidy for that same 
interest period. 

Paragraph 6. Termination arrangements 

Upon completion of the subsidy operations authorized by this In
strument, the Fund shall wind up the affairs of the Subsidy Account. 
Any resources remaining in the Subsidy Account shall be used first 
to reduce to the fullest extent possible, in accordance with this 
Instrument, to 0.5 percent the interest rate paid by borrowers, by 
means of payments to borrowers. Any resources remaining after that 
subsidization shall be distributed to the Fund, donors, and lenders 
that have contributed to the subsidy operation, in proportion to their 
contributions. The resources representing the Fund's share in such 
distribution shall be transferred to the Special Disbursement 
Account. For the purposes of this distribution, account will be taken 
of donations, the net earnings from investment of the proceeds of 
concessional loans extended to the Subsidy Account under paragraph 
3(b) above, and the subsidy element of concessional loans extended 
to the Trust under Section III; the subsidy element associated with 
such loans shall be calculated as the difference, if positive, between 
the SDR rate of interest and the interest on such loans, applied to the 
amount of the loans during the period they were outstanding. 

Section V .  Reserve Account 

Paragraph 1. Resources 

The resources held in the Reserve Account shall consist of: 

(a) transfers by the Fund from the Special Disbursement Account 
in accordance with Decision No. 8760-(871176), adopted 
December 1 8 ,  1987, as amended by Decision No. 1053 1 -
(9311 70), adopted December 1 5 ,  1993; 

(b) net earnings from investment of resources held in the Reserve 
Account; 
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(c) net earnings from investment of any resources held in the 
Loan Account pending the use of these resources in opera
tions; 

(d) payments of overdue principal or interest or interest thereon 
under Trust loans, and payments of interest under Trust loans 
to the extent that payment has been made to a lender from the 
Reserve Account; and 

(e) Transfers by the Fund from the Special Disbursement Ac
count in accordance with Decision No. I 0286-(93/23) ESAF, 
adopted February 22, 1993. 

Paragraph 2. Use of resources 

The resources held in the Reserve Account shall be used by the 
Trustee to make payments of principal and interest on its borrowing 
for Trust loans, to the extent that the amounts available from receipts 
of repayments and interest from borrowers under Trust loans, togeth
er with the authorized subsidy under Section IV, paragraph 4,  are 
insufficient to cover the payments to lenders as they become due and 
payable. 

Paragraph 3. Payments to the Reserve Account 

Any payments of overdue principal or interest or interest thereon 
under Trust loans, and any payments of interest under Trust loans to 
the extent that payment has been made to a lender from the Reserve 
Account, shall be made to the Reserve Account. 

Paragraph 4. Review of resources 

If  resources in the Reserve Account are, or are determined by the 
Trustee likely to become, insufficient to meet the obligations of the 
Trust that may be discharged from the Reserve Account as they be
come due and payable, the Trustee shall review the situation in a 
timely manner. 
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Paragraph 5. Reduction of resources and liquidation 

(a) Whenever the Trustee determines that amounts in the Reserve 
Account of the Trust exceed the amount that may be needed to cover 
the total liabilities of the Trust to lenders that are authorized to be 
discharged by the Reserve Account, the Trustee shall retransfer such 
excess amount to the Fund's Special Disbursement Account. 

(b) Notwithstanding (a) above, the equivalenr of up to SDR 180 
million may be transferred from the Reserve Account w the Special 
Disbursement Account to be used to provide Trust grants or Trust 
loans, as defined in the Instrument to Establish a Trust for Special 
ESAF Operations for the Heavily Indebted Poor Countries and 
Interim ESAF Subsidy Operations. Transfers will be made only when 
and to the extent that the Trustee of the Trust established by that 
Instrument determines that there are no other resources immediately 
available for this purpose. 

(c) Upon liquidation of the Trust, all amounts in the Reserve 
Account remaining after discharge of liabilities authorized to be 
discharged by the Reserve Account shall be transferred to the Special 
Disbursement Account. 

Section VI. Transfer of Claims 

Paragraph 1.  Transfers by lenders 

(a) Any lender shall have the right to transfer at any time all or 
part of any claim to any member of the Fund, to the central bank or 
other fiscal agency designated by any member for purposes of Article 
V ,  Section 1 ("other fiscal agency"), or to any official entity that has 
been prescribed as a holder of SDRs pursuant to Article XVII, 
Section 3 of the Fund's Articles of Agreement. 

(b) The transferee shall, as a condition of the transfer, notify the 
Trustee prior to the transfer that it accepts all the obligations of the 
transferor relating to the transferred claim with respect to renewal 
and new drawings, and shall acquire all the rights of the transferor 
with respect to repayment of and interest on the transferred claim. 
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Paragraph 2. Transfers among electing lenders 

(a) Any lender to the Loan Account ("electing lenders") may 
inform the Trustee that it stands ready, upon request by the Trustee, 
to purchase claims on the Trust from any other electing lender, pro
vided that the holdings of claims so acquired shall at no time exceed 
the amount communicated to the Trustee and subject to the other pro
visions of this Section. A list of electing lenders and the amounts 
communicated by them shall be established separately by the Trustee. 
This list may be extended and the amounts therein increased in 
accordance with communications received subsequently. 

(b) An electing lender shall have the right to transfer temporarily 
to other electing lenders part or all of any claim arising from its 
loans to the Trust under Section III,  if the electing lender represents 
to the Trustee that it has a liquidity need to make such transfer and 
the Trustee, having given this representation the overwhelming bene
fit of any doubt, agrees. 

(c) The Trustee shall allocate each transfer by an electing lender 
under this provision to all other electing lenders in proportion to the 
amounts by which the respective maximum holdings listed in the at
tachment exceed actual holdings of claims acquired under this pro
vision; provided, however, that no allocation shall be made to an 
electing lender if it represents to the Trustee that it has a liquidity 
need for exclusion from an allocation and the Trustee agrees, in 
which case allocations to the remaining electing lenders shall be 
adjusted accordingly. 

(d) The purchaser of any claim transferred under this provision 
shall assume, as a condition of the transfer, any obligation of the 
transferor, relating to the transferred claim, with respect to the 
renewal of drawing on loans to the Trust and to new drawings on 
loans in the event a renewal, having been requested, is not agreed by 
the transferor. 

(e) Transfers of claims under this provision shall be made in ex
change for freely usable currency and shall be reversed in the same 
media within three months, provided that such transfers may be rene
wed, by agreement between the transferor and the Trustee, for 
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further periods of three months up to a total of one year. Notwith
standing the above, the transferor shall reverse a transfer under this 
provision not later than the date on which the transferred claim is 
due to be repaid by the Trust. 

(t) Interest on claims transferred under this Section shall be paid 
by the Trust to the transferor in accordance with the provisions of 
the transferor's lending agreement with the Trust. The transferor 
shall pay interest to the transferee(s) on the amount transferred, so 
long as the transfer remains outstanding, at a daily rate equal to that 
set out in Rule T - I  of the Fund's Rules and Regulations; such inte
rest shall be payable three months after the date of a transfer or of 
its renewal, or on the date the transfer is reversed, whichever is 
earlier. 

Section VII.  Administration of the Trust 

Paragraph 1 .  Trustee 

(a) The Trust shall be administered by the Fund as Trustee. Deci
sions and other actions taken by the Fund as Trustee shall be 
identified as taken in that capacity. 

(b) Subject to the provisions of this Instrument, the Fund in ad
ministering the Trust shall apply the same rules as apply to the 
operation of the General Resources Account of the Fund. 

(c) The Trustee, acting through its Managing Director, is autho
rized: 

(i) to make all arrangements, including establishment of ac
counts in the name of the International Monetary Fund, 
w!1ich shall be accounts of the Fund as Trustee, with such 
depositories of the Fund as the Trustee deems necessary; 
and 

(ii) to take all other administrative measures that the Trustee 
deems necessary to implement the provisions of this 
Instrument. 
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Paragraph 2. Separation of assets and accounts, audit and reports 

(a) The Resources of the Trust shall be kept separate from the 
property and assets of all other accounts of the Fund, including other 
administered accounts, and shall be used only for the purposes of the 
Trust in accordance with this Jnstrumenl. 

(b) The property and assets held in the other accounts of the Fund 
shall not be used to discharge liabilities or to meet losses arising out 
of the administration of the Trusl. The resources of the Trust shall 
not be used to discharge liabilities or to meet losses arising out of the 
administration of the other accounts of the Fund. 

(c) The Fund shall maintain separate financial records and prepare 
separate financial statements for the Trust. 

(d) The audit committee selected under Section 20 of the Fund's 
By-Laws shall audit the financial transactions and records of the 
Trust. The audit shall relate to the financial year of the Fund. 

(e) The Fund shall report on the resources and operations of the 
Trust in the Annual Report of the Executive Board to the Board of 
Governors and shall include in that Annual Report the report of the 
audit committee on the Trust. 

Paragraph 3. Investment of resources 

(a) Any balances held by the Trust and not immediately needed 
in operations shall be invested. 

(b) Investments may be made in any of the following: (i) mar
ketable obligations issued by an international financial organization 
and denominated in SDRs or in the currency of a member of the 
Fund; (ii) marketable obligations issued by a member or by a na
tional official financial institution of a member and denominated in 
SDRs or in the currency of that member; and (iii) deposits with a 
commercial bank, a national official financial institution of a mem
ber, or an international financial institution that are denominated in 
SDRs or in the currency of a member. Investment which does not 
involve an exchange of currency shall be made only after consulta-
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tion with the member whose currency is to be used, or, when an 
exchange of currencies is involved, with the consent of the issuers of 
such currencies. 

Section VIII. Period of Operation and Liquidation 

Paragraph 1 .  Period of operation 

The Trust established by this Instrument shall remain in effect for 
as long as is necessary, in the judgment of the Fund, to conduct and 
to wind up the business of the Trust. 

Paragraph 2. Liquidation of the Trust 

(a) Termination and liquidation of the Subsidy Account shall be 
made in accordance with the provisions of Section IV, paragraph 6 .  

(b) All other resources. if any, shall be used to discharge any 
liabilities of the Trust, other than those incurred under Section IV,  
and any remainder shall be transferred to the Special Disbursement 
Account of the Fund. 

Section IX. Amendment of the lnsmanent 

The Fund may amend the provisions of the Instrument, except this 
Section and Section I, paragraphs I and 2; Section III, paragraphs 4 
and 5; Section IV, paragraphs 4 and 6; Section V; Section VI: 
Section VII, paragraph 2(a) and (b); Section VIII. paragraph 2(b). 

ENHANCED STRUCTURAL ADJUSTMENT FACILITY TRUST
EXTENSION AND ENLARGEMENT 

I .  The Fund adopts the following decisions,* which shall 
become effective when (i) the Executive Board has determined that 

* Decision Nos. 10531-(931170) SAF. 10532-(93/170) ESAF, 10533-(931170) ESAF, 10534-

(93/170) ESAF. and 10535-(931170)SAF. 
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sufficient contributions to the Loan and Subsidy Accounts of the 
Enhanced Structural Adjustment Facility Trust (ESAF Trust) are 
committed or in firm prospect to initiate operations under the 
enlarged and amended ESAF Trust, and (ii) all creditors to the Loan 
Account of the ESAF Trust have consented to the partial transfer to 
the Subsidy Account of the ESAF Trust of resources from the Special 
Disbursement Account that were to be transferred to the Reserve 
Account of the ESAF Trust in accordance with Decision No. 8760-
(87/176), adopted December 1 8, 1987, as amended. 

2.  The period for making commitments specified in Section II ,  
subparagraph 1 (d) of the ESAF Trust Instrument is  extended until 
February 28, 1 994 or the date of effectiveness of the decisions 
referred to in paragraph I of this decision, whichever is earlier. 

Decision No. 10530-(9311 70) ESAF 
December 15, 1993 

ESAF SUCCESSOR-INITIATION OF OPERATIONS 

The Executive Board determines that sufficient contributions to 
the Loan and Subsidy Accounts of the ESAF Trust are committed or 
in firm prospect to initiate operations under the enlarged and 
amended ESAF Trust. 

Decision No. 10597-(94/14) ESAF 
February 23, 1 994 

The Chairman's Summing Up of the Discussion on the Enhancement 
of the Structural Adjustment Facility-Operational Arrangements 

Executive Board Meeting 8711 71, December 15, 1987 

Let me summarize the agreed position on a number of important 
points. 
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I .  Establishment of the enhanced adjustment facility and review of 
the existing facility 

Directors reviewed the existing Structural Adjustmem Facility and 
agreed that. it should continue to operate as in the past. The existing 
facility will continue to be available to eligible members that already 
have arrangements under the facility as well as to those that have not 
yet requested use of the facility's resources. 

Directors agreed that a new lending facility-the Enhanced Struc
tural Adjustment Facility-should be established and that it will 
operate concurrently with the existing Structural Adjustment Facility. 
The enhanced facility will be financed from two Fund-related 
sources-the Special Disbursement Account and the Enhanced Struc
tural Adjustment Facility Trust-and will also include the possibility 
that other lenders might support enhanced structural adjustment ar
rangements through loans to qualifying members in association with 
loans under the enhanced facility. For a member qualifying for an 
arrangement under the enhanced facility, resources will be provided 
from the Special Disbursement Account to the extent that the member 
has not exhausted its potential access under the existing facility: 
resources made available in excess of these amounts will be provided 
from the Trust and from associated sources. 

Until the cutoff date for commitment of resources, eligible 
members that have not yet made use of the resources of the Structur
al Adjustment Facility will have the option to request a full three
year arrangement under either the existing facility or the enhanced 
facility. Members currently making use of the resources of the 
existing facility may request a new three-year arrangement under the 
enhanced facility or continue their current arrangement to its 
conclusion. If a member currently using the resources of the Struc
tural Adjustment Facility chooses to request a new three-year ar
rangement under the enhanced facility, that request should normally 
be made at the time of expirat.ion of a11 annual arrangement under the 
existing facility. However, earlier replacement of an existing 
arrangement by a three-year arrangement under the enhanced facility 
could also be permitted in exceptional cases. 
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2 .  Terms and conditions of loans under the Enhanced Structural Ad
justment facility 

Commitments of resources under the enhanced facility will be 
made upon approval of a three-year arrangement. All commitments 
and disbursements will be subject to the availability of resources. 
Commitments may be made at any time until the cutoff date. Most 
Directors agreed, taking into accoum the limited period of time 
during which the resources would be made available by contributors, 
that the cutoff date should be November 30, 1989. At the same time, 
most Directors considered that the final date for disbursements 
should not now be extended beyond June 30, 1992, although it was 
recognized that maintenance of this date would imply that there 
would be little flexibility to accommodate delays under annual pro
grams in arrangements that were agreed later in the commitment 
period. This matter will be kept under review as experience is gained 
with the facility. 

Disbursements from the Special Disbursement Account in conjunc
tion with enhanced structural adjustment arrangements will be 
provided under the financial terms applying to loans under the exist
ing facility, as amended. To the extent possible, the financial terms 
applying to loans from the Enhanced Structural Adjustment Facility 
Trust will be the same as those under the existing facility. In par
ticular, it was agreed that the maturities of loans will be five and a 
half to ten years. Most Directors also believed that it would be 
appropriate to set the initial interest rare charged on loans from the 
Trust at 0 .5  percent per annum, even if the amoum of firmly com
mitted resources in the Subsidy Account was initially nor fully suffi
cient for this purpose, but additional resources were confidently 
expected. These Directors indicated that if it appeared, because of 
inadequate contributions or future adverse developments in interest 
or exchange rates, that resources available or committed to the 
Subsidy Account were likely to be insufficient to maintain the rate of 
interest at 0.5 percent throughout the period of operation of the 
Trust, the Fund should seek the additional resources necessary ro 
achieve this objective. This issue is to be kept under review, and the 
interest rate will be adjusted as necessary at the beginning of each 
six-month interest period whenever resources available to the 
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Subsidy Account are judged insufficient to maintain a rate of 0.5 per
cent on loans under the enhanced facility. 

The intended terms for the Trust's lending, with which you have 
agreed, determine the essential features of the borrowing arrange
ments that will have to be concluded by the Fund as Trustee for the 
Enhanced Structural Adjustment Facility Trust and the lenders to it .  
These have been set out in a prototype circulated to potential lenders 
and annexed to EBS/87 /245. While there will need to be compara
bility in substance among agreements, there will no doubt need to be 
alterations lO the form and structure of this prototype lO meet the 
particular legal and institutional requirements of individual lenders, 
and we will be flexible in meeting these requirements. There was 
further discussion of the security to be provided to the claims on the 
Trust. Directors accepted that the proposals that had been put for
ward to safeguard the resources lent to the Trust were adequate to 
provide the necessary assurance to potential creditors. Alrhough 
noting the views of some Directors, I have repeated that the phrase 
"all such initiatives as might be necessary" had to be understood to 
include the possible use of gold. 

I should also comment on a few specific financial issues raised in 
the papers. First, most Directors did not favor the inclusion of a 
provision on rescheduling because, inter alia, it was considered that 
this would create undue complications in light of the limited period 
for which resources were being committed by contributors and also 
because it was felt that such a provision could threaten the integrity 
of the Reserve that most contributors find to be an essential compo
nent of the facility. Second, most Directors did not find it appro
priate to provide for temporary encashment of claims through the use 
of the Reserve, given the relatively small amounts that will be avail
able in the early years and the importance of the Reserve as security 
for claims. Third, it appeared generally acceptable to most Directors 
that the provision for temporary suspension of calls should apply to 
all lenders. I should note in this connection that we appreciate the 
position of several contributors who are providing support to the 
enhanced facility, despite a very difficulr balance of payments situ
ation of their own. 
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3 .  Framework for lending under the Enhanced Structural Adjustment 
Facility 

Resources to be made available under the enhanced facility will 
be committed upon Board approval of a three-year arrangement and 
disbursements will be made semiannually in accordance with the 
provisions specified in annual arrangements. The preparation of 
policy framework papers will be an essential element of the enhanced 
facility, and the policy framework process will be strengthened to 
reflect the summing up of the June 1987 review of the structural 
adjustment facility (EBM/87 /93, 6/1 9/87), as well as continuing 
discussions with eligible recipient countries, the World Bank, and the 
interested donors. 

Directors were in broad agreement that the objectives of programs 
under the enhanced facility should be to promote, in a balanced 
manner, both balance of payments viability and growth through 
mobilization of domestic and external resources, improvements in 
resource allocation, and the removal of structural impediments. Such 
programs should involve a substantial effort to strengthen the 
external payments position i n  a sustainable manner, and in particular 
to assure substantial progress during the three-year program period 
toward an overall position and structure of the balance of payments 
that is consistent with orderly relations with creditors and a reduction 
in restrictions on trade and payments, while permitting the timely 
servicing of obligations to the Fund. 

Directors agreed that monitoring of enhanced programs supported 
by arrangement under the enhanced facility will be conducted 
through benchmarks. Most Directors favored the establishment of 
quarterly quantitative benchmarks for the key financial variables, and 
the use of structural benchmarks to monitor implementation of the 
most important structural policy measures. Most Directors supported 
the establishment of some benchmarks, including, where appropriate, 
some structural benchmarks, as semiannual performance criteria in 
all cases. In addition, midyear reviews will also be required in most 
cases. I have fully noted the reservations expressed by a number of 
Directors regarding the treatment of benchmarks as performance cri-
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teria, and I assure you that performance criteria will be limited in 
number and will generally involve only a subset of the benchmarks. 
Similarly. prior actions will be required sparingly, but when neces
sary to lay the basis for a long or difficult adjustment process, and 
particularly where arrangements involve a front-loading of disburse
ments. In the event of a substantial delay in completion of a midyear 
review or in agreeing on an annual program, the total amount of 
resources to be made available to a member could be reduced or 
rephased over the remaining period of the arrangement. 

Most Direcrors agreed that access to the resources of the enhanced 
facility will be differentiated according to the strength of the 
member's adjustment program and its financing need. The structure 
of the member's external debt and its prospective debt service bur
den, along with the expected evolution of other macroeconomic 
aggregates, will be important elements in this assessment. Directors 
generally agreed that access under three-year enhanced structural 
adjustment arrangements will be subject to a maximum limit of 
250 percent of quota. However, Directors stressed again that the 
access limits do not constitute entitlements, and they agreed that 
access should normally be below the maximum and that the guide
lines should be applied so that the rate of access for all qualifying 
members would average about 150 percent of quota. It was also indi-· 
cated that, in highly exceptional circumstances, the maximum could 
be exceeded, but it was not envisaged that access would exceed 350 
percent of quota even in these cases. These access limits, along with 
the operation of both the enhanced facility and the existing facility, 
will be subject to review in light of experience and the utilization of 
the available resources. 

Directors agreed that the amount of resources committed to an 
individual qualifying member under a three-year enhanced structural 
adjustment arrangement and the amounts for the second- and third
year arrangements will be reviewed at the time of consideration of 
each annual program. However, most Directors indicated that, sub
ject to the availability of resources, the amounts committed to a 
member would nor normally be reduced because of developments in 
its balance of payments. However, in the event that balance of pay
ments developments were markedly more favorable than envisaged 
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at the time of approval of the three-year arrangement. and particu
larly because of improvements in the external environment, it would 
be suggested that the member reduce voluntarily its use of enhanced 
resources, either by requesting lower access at the time of approval 
of an annual arrangement or by forgoing in whole or in part a 
midyear disbursement. 

Directors agreed that disbursements of loans under enhanced 
structural adjustment arrangements will be made semiannually, upon 
approval of an annual arrangement, and subsequently. on the basis 
of observance of performance criteria and, in most cases, completion 
of a midyear review. A range of views was expressed regarding the 
possibility of a limited front-loading of disbursements in some cases. 
Nonetheless, there seems to be a consensus that, subject to the avail
ability of resources, the guideline should be that a uniform distri
bution of disbursements would be preferable and that any front
loading should not result in first-year disbursements exceeding 
40 percent of the total amount to be made available under the three
year enhanced structural adjustment arrangement. However, l take 
it that there may be scope for a higher first-year disbursement in 
some very exceptional cases. Existing policies regarding members 
with overdue obligations to the Fund will be retained; how best to 
deal with cases of large and protracted arrears is a question to which 
we will return soon, but in a different context. 

4. Relarionship wirh orher Fund facilities 

Directors noted that members qualifying for loans under the en
hanced structural adjustment facility would retain eligibility for 
access to the Fund's general resources. Access to those resources 
will have to be examined carefully on a case-by-case basis, taking 
into account a range of factors envisaged in the present guidelines. 
including past performance and use of Fund resources, terms, the 
possible availability of financing from the enhanced facility and other 
sources, and the speed and time profile of the anticipated balance of 
payments adjustment. 
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The Chairman's Remarks at the Conclusion of the 
Discussion on the Enhancement of the Structural 

Adjustment Facility-Legal Documentation 
Executive Board Meeting 871176, December 18, 1987 

Two issues of substance raised during this meeting deserve special 
mention. First, it was reconfirmed that lending to the ESAF Trust 
could be considered as part of a member's official reserves by the 
Fund. Second, it was explained that access to the Fund's general 
resources could be provided for members that had extended loans to 
the Trust and that needed liquidity in an amounr not exceeding their 
claim. Purchases under these circumstances would be allowed if the 
member represented that it had a need, because of developments in 
its reserves in the sense of Article V, Section 3(b)(ii), and that the 
Fund agreed that the purchase was justified taking into account the 
amount of the requested purchase and the existence of a claim on the 
Trust. If the liquidity problem can be addressed on its own, there 
would be no need for an adjustment program to solve the balance of 
payments problem. Moreover, those purchases could be given certain 
characteristics by a decision to be taken when required. For instance, 
it could be decided, with respect to such purchases, to provide for 
special repurchase periods and for their exclusion from the definition 
of reserve tranche purchases. Those decisions would need to be 
adopted by an 85 percent majority. On the occasion on which this 
question was discussed, I heard no objections by an Executive Direc
tor to this approach, which had been suggested in the staff papers 
that have been discussed by the Board. 

ENHANCED STRUCTURAL ADJUSTMENT FACILITY

ACCESS LIMITS 

The Fund as Trustee under the Instrument to Establish the En
hanced Structural Adjustment Facility Trust decides: 

1 .  In accordance with Section II, paragraph 2(a) of the Instrument 
to Establish the Enhanced Structural Adjustment Facility Trust, the 
initial maximum limit on access of each eligible member to the re-
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sources of the Trust under a three-year commitment shall be set at 
1 90 percent of the member's quota in the Fund, minus resources 
committed to the member for loans in association with Trust loans. 

2. The maximum limit in paragraph l may be increased in ex
ceptional circumstances not to exceed 255 percent of the member's 
quota in the Fund, subject to the same deductions as in paragraph 1 .  

3 .  The Fund shall review the maximum access limit and the 
exceptional maximum limit, together with the operation of the 
Enhanced Structural Adjustment Facility and the Enhanced Structural 
Adjustment Facility Trust, not later than June 30, 1995. 

Decision No. 8845-(88161) ESAF 
April 20, 1988, as amended by 

Decision Nos. 9988-(92148) ESAF 
April 7, 1992, 

10185-(921132) ESAF 
November 3, 1992, and 

I 0533-(9311 70) ESAF 
December 15, 1993 

Pursuant to Decision No. 8845-(88/61) ESAF, adopted 
April 20, 1988, as amended, the Fund as Trustee of the Enhanced 
Structural Adjustment Facility Trust (ESAF Trust) has reviewed 
the operations of the Enhanced Structural Adjustment Facility 
(ESAF) and of the ESAF Trust and the maximum limit and the 
exceptional maximum limit on access to the resources of the ESAF 
Trust established by Decision No. 8759-(87/176) ESAF, adopted 
December 1 8 ,  1987, as amended. 

Decision No. 11027- (95165) ESAF 
June 30, 1995 
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ENHANCED STRUCTURAL ADJUSTMENT FACILITY-INTEREST 
RATE ON TRUST LOANS 

The Fund as Trustee under the Instrument to Establish the 
Enhanced Structural Adjustment Facility Trust decides: 

In accordance with Section I I ,  paragraph 4(a) and Section IV.  
paragraph 5 of the Instrument to Establish the Enhanced Structural 
Adjustment Facility Trust, the interest rate on loans from the Trust 
shall be set at 0.5 percent effective April 20, 1988. 

Decision No. 8846-(88/61) ESAF 
April 20, 1988 

ENHANCED STRUCTURAL ADJUSTMENT FACILITY-BORROWING 

FOR LOAN ACCOUNT-CONSULTATION WITH CREDITORS 

The Managing Director is authorized to confirm that he does not 
intend to propose to the Executive Board borrowing of more than 
SDR 6 billion for the Loan Account of the Enhanced Structural 
Adjustment Facility Trust except after consultation with all creditors 
regarding the justification for such additional borrowing and the 
adequacy of the Trust's Reserve in relation thereto. 

Decision No. 9056-(8912) ESAF 
January I 1 ,  1989 

The Managing Director, after having consulted with all creditors 
in accordance with Decision No. 9056-(89/2) ESAF. adopted Janu
ary 1 1 , 1989, is authorized to confirm that he does not intend to 
propose to the Executive Board borrowing of more than SDR 1 1  
billion for the Loan Account of the Enhanced Structural Adjustment 
Facility Trust except after consultation with all creditors regarding 
the justification for such additional borrowing and the adequacy of 
the Trust's Reserve in relation thereto. 

Decision No. 10534-(9311 70) ESAF 
December 15, 1993 
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ESTABLISHMENT OF A TRUST FOR SPECIAL ESAF OPERATIONS 

FOR THE HEAVILY INDEBTED POOR COUNTRIES AND INTERIM 
ESAF SUBSIDY OPERATIONS 

I .  The Fund adopts the Instrument to Establish a Trust for 
Special ESAF Operations for the Heavily Indebted Poor Countries 
and Interim ESAF Subsidy Operations, which is annexed to this 
decision. 

2 .  The Fund shall conduct semi-annual reviews of the financing 
of the Trust for Special ESAF Operations for the Heavily Indebted 
Poor Countries and Interim ESAF Subsidy Operations. 

ANNEX 

Decision No. 11436-(97110) 
February 4, 1997. 

as amended by 
Decision No. 11492- (97145) 

April 24. 1997 

Instrument to Establish a Trust for Special ESAF Operations 
for the Heavily Indebted Poor Countries and 

Interim ESAF Subsidy Operations 

Introductory Section 

To help fulfill its purposes, and in furtherance of the purposes of 
the Enhanced Structural Adjustment Facility ( "ESAF") Trust as 
described in the Instrument to Establish the Enhanced Structural 
Adjustment Facility Trust adopted by Decision No. 8759-(87 I 176) 
ESAF, December 18, 1987, as amended ("the 1987 ESAF 
Instrument"),  the International Monetary Fund ("the Fund") has 
adopted this Instrument to Establish a Trust for Special ESAF 
Operations for the Heavily Indebted Poor Countries and for Interim 
ESAF Subsidy Operations ("the Trust"), which shall be administered 
by the Fund as Trustee ("the Trustee") .  The Trust shall be governed 
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by and administered in accordance with the provisions of this 
Instrument. 

Section I. General Provisions 

Paragraph 1 . Definitions 

Wherever used in this Instrument, unless the context otherwise 
requires: 

(i) " Initiative" means the program of action endorsed by the 
Fund, the International Bank for Reconstruction and Development 
and the International Development Association (hereinafter jointly 
referred to as "the Bank") in September 1996 for reducing the 
external debt burden of heavily indebted poor countries to a 
sustainable level by their respective completion points; 

(ii) "DSA" means a debt sustainability analysis jointly prepared 
by the staffs of the Fund and the Bank and the concerned member 
to provide the basis for determining the member's qualification for 
assistance under the Initiative; 

(iii) ''decision point" means the time when the Trustee decides 
whether a member qualifies for assistance under the Initiative, that 
is, normally at the end of the initial three-year performance 
period; 

(iv) "completion point" means the time when a final decision 
will be taken by the Trustee to approve assistance to a qualifying 
member, that is, normally at the end of the second three-year 
performance period; 

(v) "debt sustamability" means the achievement of sustainable 
levels of external debt at the completion point defined on a case
by-case basis within the range of 200-250 percent for the present 
value of debt-to-exports ratio and 20-25 percent for the debt
service-to-exports ratio, with the specific targets determined in 
light of country-specific vulnerability factors, such as the 
concentration and variability of exports and with particular 
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attention ro fiscal indicators of the burden of debt service. A target 
range will be specified of plus or minus I 0 percentage points 
around the agreed target for the present value of debt-to-exports 
ratio. In the special case of a country that has, at the decision 
point, (i) an exports-to-GOP ratio of at least 40 percent, and (ii) a 
fiscal revenues-to-GOP ratio of at least 20 percent, a "debt 
sustainability" target of below 200 percent for the present value of 
debt-to-exports ratio at the completion point may be set with the 
specific target determined so as to reduce the projected present 
value of debt-to-revenue ratio to 280 percent at the completion 
point; 

(vi) "borderline case" means the case of a member that faces 
an external debt burden above or in the upper end of the 
thresholds for debt sustainability at the decision point, and where 
there is a reasonable degree of uncertainty about whether 
traditional debt relief mechanisms would achieve debt 
sustainability by the completion point; 

(vii) "traditional debt relief mechanisms" means the application 
of Naples terms by Paris Club creditors, including the assumption 
of a stock-of-debt operation, involving a 67 percent present value 
reduction of the eligible debt of a member at the decision point, 
and at least comparable treatment by other official bilateral and 
commercial creditors; 

(viii) "interim ESAF subsidy operations" means operations to 
subsidize the interest rate on interim ESAF financing to be made 
following full commitment under ESAF arrangements of resources 
available under borrowing agreements for the current phase of 
ESAF operations which is expected by about December 3 1 ,  2000; 
interim ESAF operations are expected to take place during the 
period 2000/0 1 -2004; and 

(ix) "self-sustained ESAF operations" means ESAF-type 
operations financed on a revolving basis from Special 
Disbursement Account (SDA) resources through the retransfer of 
resources from the ESAF Trust Reserve Account, when they are 
no longer needed to cover the total liabilities of the 1987 ESAF 
Trust to lenders. 
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Paragraph 2.  Purposes 

The Trust shall assist in fulfilling the purposes of the Fund by 
providing balance of payments assistance to low-income 
developing members by: 

(a) making grants ("Trust grants") and/or loans ("Trust 
loans") to eligible members that qualify for assistance under the 
terms of this Instrument for purposes of the Initiative; and 

(b) subsidizing the interest rate on interim ESAF operations to 
ESAF-eligible members. 

Paragraph 3 .  Trust Account and resources 

The operations and transactions of the Trust shall be conducted 
through an account ("the Account").  Within the Account, the 
Trustee may establish such sub-accounts as it deems necessary for 
the administration of the resources in the Account. 

The resources held in the Account shall consist of: 

(a) grant contributions made to the Trust for the purposes of 
paragraph 2;  

(b) loans, deposits and other types of investments made by 
contributors with the Trust to generate income to be used for the 
purposes of paragraph 2;  

· 

(c) transfers from the Special Disbursement Account for the 
purposes of paragraph 2; and 

(d) net earnings from investment of resources held in the 
Account. 

Paragraph 4. Unit of account 

The SDR shall be the unit of account for commitments and all 
other operations and transactions of the Trust, provided that 
commitments for contributions may also be made in currency. 
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Paragraph 5 .  Media of payment of contributions and exchange of 
resources 

(a) Resources provided to the Trust may be received in any 
currency. 

(b) Payments by the Trust shall be made in U.S. dollars or 
such other media as may be agreed between the Trustee and the 
payee. 

(c) Contributions to the Trust may also be made in or 
exchanged for SDRs in accordance with such arrangements as may 
be made by the Trust for the holding and use of SDRs. 

(d) The Trustee may exchange any of the resources of the 
Trust, provided that any balance of a currency held in the Trust 
may be exchanged only with the consent of the issuer of such 
currency. 

Section II. Contributions to the Trust 

The Trustee may accept contributions of resources for the 
Account on such terms and conditions as may be agreed between 
the Trustee and the respective contributors, subject to the 
provisions of this Instrument. 

Section III. Trust Grants and Loans 

Paragraph 1 .  Eligibility for assistance 

In order to be eligible for assistance from the Trust under 
Section I ,  paragraph 2(a) of this Instrument, a member shall meet 
the following requirements: 

(a) the member is ESAF-eligible, i.e.,  it is included in the list 
of members annexed to Decision No. 8240-(86/56) SAF, as 
amended; 
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(b) the member was pursuing a program of adjustment and 
reform by October 1 ,  1 996, or the member shall have adopted 
such a program in the two-year period beginning October I .  1 996. 
supported by the Fund rhrough ESAF or Extended Arrangements. 
or, on a case-by-case basis as determined by the Trustee. a Stand
By Arrangement, a decision on righrs accumulation, or financial 
support under the Fund's emergency assistance policy in post
cont1ict countries; and 

(c) in support of the member's adjustment and reform 
program, the member shall have received or is eligible to receive 
assistance to the full extent available under traditional debt relief 
mechanisms. 

Paragraph 2.  Qualification for assistance 

The Trustee shall determine whether an eligible member 
qualifies for assistance under the Initiative in accordance with the 
criteria set out below: 

(a) As projected at the decision point, the DSA shall indicate 
that the member's external debt situation at the completion point. 
even after the full application of traditional debt relief 
mechanisms, would not be sustainable or that the member is a 
"borderline case." 

(b) The member has not agreed on an exit operation with Paris 
Club creditors on Naples terms after the adoption of this decision. 

(c) The member has esrablished a rrack record of strong policy 
performance under Fund-supported programs, covering 
macroeconomic policies and structural and social policy 
reforms. This requiremenr shall normally be satisfied by an initial 
three-year performance period leading up to the decision point, 
followed by a second three-year performance period leading up to 
the completion point. In the case of the first three-year period, 
such programs shall be programs supported by ESAF or Extended 
Arrangements, or, on a case-by-case basis as determined by the 
Trustee, Structural Adjustment Facility (SAF) arrangements. 
Stand-By Arrangements, or decisions on rights accumulations. In 
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the case of the second three-year period, such programs shall be 
programs supported by ESAF or Extended Arrangements. 
It is expected that the member shall have a track record of six 
years or more of strong and sustainable policy performance when 
the completion point is reached. The required period shall be 
evaluated flexibly by the Trustee. Members could receive credit 
toward the decision point for programs that were underway prior 
to the adoption of the Initiative. A reasonable shortening of the 
second stage of three years up to the completion point could be 
considered-on an exceptional basis-for members that have 
already sustained records of strong performance. 

(d) All other creditors (holding debt claims above a de minimis 
amount) of the member shall have agreed to take action under the 
Initiative. 

Paragraph 3. Amount of assistance 

(a) At the decision point, and in consultation with the Bank, 
the eligible member and its other credirors, the Trustee shall make 
a preliminary determination of the amount of resources that could 
be made available from the Trust to achieve a reduction in the 
present value of debt owed to the Fund by the member. The 
amount to be committed shall be confirmed by the Trustee in the 
context of satisfactory assurances regarding the exceptional 
assistance to be provided under the Initiative by the member's 
other creditors. 

(b) At the decision point, based on the external debt 
sustainability targets established for the member for the 
completion point, the Trustee shall commit the amount to be 
provided from the Trust at the completion point to a member to 
permit a reduction in the present value of debt owed by it to the 
Fund. The specific amount of assistance to be committed by the 
Trustee will be based on (i) the Fund's share in the present value 
of the multilateral debt of the member at the decision point; and 
(ii) the assistance to be provided by multilateral creditors, in terms 
of a reduction in the present value of the debt owed to them by the 
member sufficient to achieve the debt sustainability targets, taking 
into account the exceptional assistance to be provided by Paris 
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Club creditors and at least comparable action by other official 
bilateral and commercial creditors under the Initiative. In the 
"borderline case," the Trustee may defer its commitment until the 
completion point. 

(c) At the completion point, with due regard to the 
commitment made at the decision point, the Trustee: (i) will 
consider, on the basis of the updated DSA, an increase in the 
amount of assistance committed to the member at the decision 
point, if it is determined that the present value of debt-to-exports 
ratio is above the upper end of the agreed country-specific 
sustainability target range established at the decision point, and 
that this is due primarily to exogenous and not purely temporary 
factors; or (ii) may consider, in the event of an extraordinary 
improvement in a member's economic circumstances as reflected 
in the updated DSA, a reduction in the amount of assistance 
committed to the member at the decision point, if it is determined 
that the present value of debt-to-exports ratio is below the lower 
end of the agreed country-specific sustainability target range 
established at the decision point, and that this is due primarily to 
exogenous and not purely temporary factors. Any such increase or 
reduction in the amount of assistance would be consistent with 
achieving the country-specific sustainability target range agreed at 
the decision point. 

(d) At the completion point, the Trustee shall confirm that it 
would disburse the amount committed to the member at the 
decision point, subject ro any adjustment under (c) above; or, for a 
"borderline case," the Trustee shall commit and confirm that it 
would disburse the amount of assistance in accordance with (b) 
above. 

(e) Final approval of the disbursement shall be given in the 
context of satisfactory assurances regarding the exceptional 
assistance to be provided under the Initiative by the member's 
other creditors. 
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Paragraph 4. Terms of assistance 

(a) The assistance to be provided by the Trust to a qualifying 
member shall be either through a Trust granr or a Trust loan. or 
both. The choice of a Trust grant, a Trust loan, or a combination 
thereof, shall be made by the Trustee on a case-by-case basis, 
taking into account the objective of bringing the debt-service-to
exports ratio (after assistance under the Initiative from the Fund 
and other creditors) to the debt sustainability target agreed for the 
member at the decision point. The maturity of a Trust loan shall 
be determined by the Trustee on a case-by-case basis, subject to 
paragraph 4(c) below, taking into account the need to smooth the 
time profile of the member's total external debt service and its 
debt service to the Fund (after assistance under the Initiative from 
the Fund and other creditors). The schedule for using the 
proceeds of the Trust grant or the Trust loan by the member shall 
be agreed by the Trustee and the member taking inro account the 
same criteria for deciding among a Trust grant, a Trust loan. or a 
combination thereof and the maturity of such loan. 

(b) Trust grants and Trust loans (including any income from 
investment of their proceeds) shall be used to meet the member's 
debt service payments on its existing debt to the Fund as they fall 
due in accordance with the schedule for using the proceeds of such 
grants and loans as determined under the provisions of  (a) above. 

(c) Trust loans shall be provided to members interest-free and 
shall have a maturity of no less than ten ( 1 0) years and up to 
twenty (20) years, including a grace period of no less than five
and-a-half (51/2) years and up to ten-and-a-half ( 10  1/2) years. The 
Trustee may not reschedule the repayment of Trust loans. 

Paragraph 5. Disbursements 

(a) Any disbursement of Trust grants and Trust loans shall be 
subject to the availability of resources to the Trust. 

(b) Following final approval of a Trust grant or Trust loan (or 
both) at the completion point, the proceeds of such grant or loan 
(or both) shall be paid in a single disbursement into a separate 
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account for the benefit of the member and administered by the 
Trustee. The Trustee shall use these proceeds (including any 
income from investments of such proceeds) in accordance with 
paragraph 4(b) above. The terms and conditions for the operation 
of such account shall be determined by the Trustee. 

Paragraph 6. Modifications 

Any modification of these provisions will affect only Trust 
grants or Trust loans made after the effective date of the 
modification, provided that any modification of the interest rate 
shall apply to interest accruing after the effective date of the 
modification. 

Section IV. Administration of the Trust 

Paragraph 1 .  Trustee 

(a) The Trust shall be administered by the Fund as Trustee. 
Decisions and other actions taken by the Fund as Trustee shall be 
identified as taken in that capacity. 

(b) Subject to the provisions of this Instrument, the Fund in 
administering the Trust shall apply the same rules as apply to the 
operation of the General Resources Account of the Fund. 

(c) The Trustee, acting through its Managing Director, is 
authorized: 

(i) to make all arrangements, including establishment of 
accounts in the name of the International Monetary 
Fund, which shall be accounts of the Fund as Trustee, 
with such depositories of the Fund as the Trustee 
deems necessary; and 

(ii) to take all other administrative measures that the 
Trustee deems necessary to implement the provisions 
of this Instrument. 
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Paragraph 2.  Separation of assets and accounts, audits 
and reports 

(a) The resources of the Trust shall be kept separate from the 
property and assets of all other accounts of the Fund, including 
other administered accounts, and shall be used only for the 
purposes of the Trust in accordance with this Instrument. 

(b) The property and assets held in the other accounts of the 
Fund shall not be used to discharge liabilities or to meet losses 
arising out of the administration of the Trust. The resources of the 
Trust shall not be used to discharge liabilities or to meet losses 
arising out of the administration of the other accounts of the Fund. 

(c) The Fund shall maintain separate financial records and 
prepare separate financial statements for the Trust. 

(d) The audit committee selected under Section 20 of the 
Fund's By-Laws shall audit the financial transactions and records 
of the Trust. The audit shall relate to the financial year of the 
Fund. 

(e) The Fund shall report on the resources and operations of 
the Trust in the Annual Report of the Executive Board to the 
Board of Governors and shall include in the Annual Report the 
report of the audit committee on the Trust. 

Paragraph 3 .  Investment of resources 

(a) Any balance held by the Trust and not immediately needed 
in operations shall be invested. 

(b) Investments may be made in any of the following: (i) 
marketable obligations issued by international financial 
organizations and denominated in SDRs or in the currency of a 
member of the Fund; (ii) marketable obligations issued by a 
member or by a national official financial institution of a member 
and denominated in SDRs or in the currency of that member; and 
(iii) deposits with a commercial bank, a national official financial 
institution of a member, or an international financial institution 
that are denominated in SDRs or in the currency of a member. 
Investment which does not involve an exchange of currency shall 
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be made only after consultation with the member whose currency 
is to be used, or, when an exchange of currency is involved, with 
the consent of the issuers of such currencies. 

Section V. Period of Operation and Liquidation 

Paragraph 1 .  Period of operation 

The Trust established by this Instrument shall remain in effect 
for as long as is necessary, in the judgment of the Fund, to 
conduct and to wind up the business of the Trust. 

Paragraph 2 .  Liquidation of the Trust 

If  the Trustee decides to wind up the operations of the Trust, 
the resources in the Account shall be used first to discharge all the 
liabilities of the Trust. Any amount remaining in the Account after 
the discharge of  all the liabilities of the Trust shall be used first to 
reimburse the SDA for transfers made in accordance with Decision 
No. 1 1 434-(97/1 0), adopted February 4, I 997, and any remaining 
amount shall then be made available for self-sustained ESAF 
operations, except that at the request of the contributor, its pro 
rata share in any unused resources contributed to finance the 
operations referred to in Section I ,  Paragraph 2(a) of this 
Instrument, after the completion of such operations, shall be 
distributed to the contributor. 

Section VI. Amendment of the Instrument 

The Fund may amend the provisions of the Instrument, except 
that any amendment of Section I ,  paragraph 2, Section IV, Section 
V and this Section shall require the consent of all contributors to 
the Trust. 
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The Chairman's Summing Up at the Conclusion 
of the Discussion on the Modalities for Special ESAF Operations 

in the Context 
of the HJPC Initiative and Other ESAF Issues 

Executive Board Meetings 9715, 9718, 
and 97110-January 22 and 31, 

and February 4, 1997 

We have now established the structure and modalities for 
special ESAF operations under the HIPC Initiative, based on the 
agreement reached in the September Board meetings and the 
endorsement of the Interim and Development Committee meetings. 
The decisions to establish the ESAF-HIPC Trust will allow us to 
place to that account the resources that have already been 
accumulating for these purposes. The additional decision to allow 
an early transfer of Reserve Account resources to the Special 
Disbursemem Account (SDA) for the financing of special ESAF 
operations-to the extem that sufficient resources for this purpose 
are not immediately available from other sources-responds to the 
Interim Committee's request tO proceed quickly with the 
implementation of the HIPC Initiative. Together with consents to 
an early transfer from all ESAF Trust Loan Account creditors, 
which will be sought during the coming weeks, these decisions 
will permit the Fund to commit its resources as a participant in the 
Initiative, as the first countries reach their decision points and are 
judged to require assistance under the Initiative. 

This exercise has been technically complex and has surfaced 
very genuine and legitimate differences of view regarding how 
best to provide the assistance needed by our poorest and most 
heavily indebted members. All of you want to assure that the 
resources used for this purpose produce the best results-and 
views can differ on how to accomplish that. I appreciate the spirit 
all o f  you brought to this and your willingness to compromise. 

In agreeing to the authorization for an early transfer of Reserve 
Account resources, some Directors stressed the need for 
maintaining a maximum effort by all to secure bilateral 
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contributions and, if  necessary, to consider the optimization of  the 
management of the Fund· s reserves for the financing of interim 
ESAF subsidies and special ESAF operations. We will certainly 
maintain this effort and the financing of the Trust will be kept 
under regular review. 

* * * *  

While some of the operational details will need to be developed 
on a case-by-case basis as specific country cases are presented to 
the Boards of the Fund and the Bank, a number of issues have 
been raised by Directors that will need to be taken into account 
when implementing the HIPC Initiative and the Fund's 
participation therein. 

First, Directors considered that there should be a presumption 
that ESAF arrangements with HIPC-eligiblc countries, and 
especially arrangements during the second stage. would be among 
the stronger ESAF arrangements. This is appropriate in light of 
the seriousness of the problems confronting these countries, the 
need to progress as rapidly as possible with structural reform, and 
the need to protect Fund resources. We can thus expect to sec 
more frontloading of policy reform and forceful action on critical 
structural measures in these arrangements. 

Second, Directors emphasized that under the agreed framework 
endorsed by the Interim and Development Committees any 
shortening of the second stage would be on an exceptional basis 
for countries which have already sustained records of strong 
performance and for which the adjustment and reform effort has 
become firmly rooted. This matter would be decided on a case-by
case basis by the Boards of  the Fund and the Bank. 

Third, some Directors expressed the view that approval of more 
than two three-year ESAF arrangements, including for HIPCs 
having reached their completion points, should be on an 
exceptional basis. However, most Direcrors were of the view that 
the continued ESAF should in principle be open to all ESAF
eligible members, given the protracted nature of the problems 
faced by many of them, their vulnerability to external shocks, and 
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the risk of a recurrence of problems even after a sustained period 
of successful adjustment. Directors stressed that the continuation 
of ESAF is intended to maintain the Fund's ability to respond to 
eligible members' needs as they arise, and not to provide a source 
of continuous financing for individual countries. Directors also 
agreed that countries having benefitted from exceptional assistance 
under the HIPC Initiative at the completion point would in most 
cases be expected to have made major progress toward a viable 
balance of payments position or achieved it, although they were 
likely to remain dependent on development aid flows. I have also 
noted the interest expressed by some Directors in exploring the 
scope for precautionary ESAF arrangements and we will return to 
that matter. 

Fourth, Directors agreed that any reduction at the completion 
point of the assistance committed to a member at the decision 
point, would be taken only in concert with all other creditors and 
only where a major windfall transforms the economic 
circumstances of the member concerned and not when the 
improvement in its circumstances is the result of more ambitious 
adjustment and reform efforts undertaken by the member. 

Fifth, Directors discussed the vulnerability factors that should 
be taken into account at the decision point in determining the debt 
sustainability targets. These might include a range of factors in 
addition to those mentioned in the decision, including, as 
suggested by some Directors, the present value of external debt-to
GDP ratio. 

Sixth. the reference to extended arrangements as satisfying the 
requirement of a track record of strong policy performance in the 
case of the second three-year period is intended only to cover the 
possibility that interim ESAF operations could take the form of 
extended arrangements in the General Resources Account. 

Finally, regarding the amounts of Fund assistance under the 
HIPC Initiative, Direcrors reiterated the importance of one of the 
guiding principles of the Initiative, i.e., that the assistance 
provided by the Fund and other multilateral creditors should 
preserve the financial integrity of the institutions and their 
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preferred creditor status. Directors emphasized that before 
deciding on commitments or disbursements, the Fund would need 
to have satisfactory assurances concerning the actions and 
decisions to be taken-on their own responsibilities and in 
accordance with their own procedures-by other involved 
creditors. I t  would not be productive to try to formulate these 
considerations in mechanical terms in the abstract, but we will 
have them clearly in mind in considering individual cases. 

* * * *  

Several Directors asked for an early report to the Board on 
progress on financing the ESAF/HIPC initiatives, including 
through bilateral contributions. The staff will discuss this issue in 
the context of a paper on the use of SCA-2 resources, to be 
presented to the Board in the coming weeks. 

ENHANCED SURVEILLANCE: PROCEDURES FOR TRANSMITTAL 

OF STAFF REPORTS 

When the Executive Board has approved a request by a member 
for consultations under the Fund's policy on enhanced surveillance, 
the annual and midyear consultation reports prepared by the Fund 
staff in accordance with that policy in respect of the member may be 
transmitted by the member to creditor banks and other creditor finan
cial institutions party to the arrangements specified by the member 
in the request for consultations, on the understanding that the reci
pients of the reports have assured the member that the reports will 
not be used for any purpose other than those of the arrangements 
specified in the member's request to the Fund and will be kept 
confidential; and that the reports shall not be transmitted by the 
member earlier than two weeks after their circulation to members of 
the Executive Board. 
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The Chairma n 's Summing Up of the Discussion 
of the Role of the Fund in Assisting Members with 

Commercial Banks and Official Creditors 
Executive Board Meeting 85/132, September 4, 1985 

General Remarks 

The procedures relating to enhanced surveillance that have been 
discussed by Directors were developed in response to the need to 
help members make progress toward addressing their debt problems 
and improving their relations with their creditors in an orderly 
manner and in a broader framework. 

It was noted by many Directors that by adapting some of its poli
cies, the Fund had played a central role in helping to limit the 
disruptions associated with the debt crisis and in promoting a normal
ization of debtor/creditor relations. Most Directors, however, ob
served that the practice of enhanced surveillance that had developed 
involved some risks. Some Directors stressed the risk of a possible 
weakening of Fund conditionality. Others feared that the Fund might 
tend to become too deeply and too specifically involved in relations 
with the commercial banks, and that generalized reliance on the 
Fund's judgment by the international community could affect the 
Fund's credibility and interfere with the normal functioning of the 
markets, which should rely eventually on the banks' own assess
ments. In other words, enhanced surveillance in the view of most 
Directors should not become a substitute for stand-by and extended 
arrangements and should not "crowd out" or "dilute" the Fund's 
normal procedures and transform the institution into a kind of uni
versal credit-rating agency. In that vein, a majority of Directors, 
while recognizing the usefulness of the practices that have evolved, 
considered that enhanced surveillance should be used on a limited 
basis under the guidance and control of the Executive Board, essen
tially to help promote MYRAs (multi-year rescheduling arrange
ments), although all MYRAs might not be associated with enhanced 
surveillance. 
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Criteria and Procedures 

a. Criteria for the adoption of enhanced surveillance 

While several Directors insisted on the need for flexibility and on 
the importance of avoiding too rigid criteria, most Directors felt that 
enhanced surveillance could be undertaken when the four following 
conditions are met: 

First, at the request of a member country, who must initiate the 
procedures; 

Second, in cases where a good record of adjustment has been 
shown; 

Third, in cases in which a MYRA is needed to normalize market 
relations and to facilitate the return to voluntary or spontaneous 
financing; 

Fourth, in cases where the member is in a position to present an 
adequate quantified policy program in the framework of consultations 
with the Fund staff, which are part of the procedure of enhanced sur
veillance. 

b. Length of the Fund's involvement 

Directors thought that, on the whole, the early cases of enhanced 
surveillance had covered rather too long periods. They felt that in the 
future the Fund should try to limit the procedure to about the 
consolidation period of a MYRA. I would suggest that we should re
tain some flexibility and remain open to the possibility of extending 
enhanced surveillance a litrle beyond the consolidation period. If the 
Fund were to cut off enhanced surveillance at the end of the consoli
dation period, the communication of reports to the banks would be 
halted at a delicate time in the normalization of relations between the 
country and its creditors; i . e . ,  at the time when the country will need 
more voluntary financing to meet external payments falling due. 
While we should try to limit enhanced surveillance as much as pos
sible to the consolidation period, there might be occasions when an 
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extension of enhanced surveillance into the period after consolidation 
may be necessary and warranted. 

c. Trigger mechanisms 

A number of Directors feared that staff involvement in the design 
and the negotiation of trigger mechanisms between the commercial 
banks and the member country risked diluting the banks' responsibil
ity in the monitoring process under MYRAs and risked engaging the 
Fund in providing on/off signals to the banks. Most Directors felt 
that the staff should not negotiate or take responsibility for designing 
and assessing trigger mechanisms. But, if the member wished, the 
Fund staff would not refuse to give its views on the purely technical 
merits or drawbacks of such mechanisms. It is important to empha
size that the Fund should take no active part in the negotiation of the 
design of these trigger mechanisms. 

d. Contents and distribution of staff reports 

Directors stressed the need to ensure that staff reports to be issued 
to creditor banks under the policy of enhanced surveillance continue 
to provide full and frank assessments of the policies and economic 
prospects of member countries. While a number of Directors were 
of the view that staff reports should be made available to creditor 
banks under the enhanced surveillance procedures only after the Exe
cutive Board had met to discuss the reports, most Directors agreed 
that countries would be authorized to release these staff reports to 
their creditor banks not earlier than two weeks after their issuance to 
the Executive Board. The majority of Directors were of the view that 
authorization to release staff reports should be provided by a general 
decision pertaining to all cases for which enhanced surveillance is 
agreed rather than by an individual decision in each case. The 
reports to be released to creditor banks would reflect only the staff's 
views and would not contain any references to the discussions and 
views of the Executive Board. No amendments to the staff report 
other than the deletion of references to Board discussions would be 
made. 

71 



©International Monetary Fund. Not for Redistribution 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

e. Involvement of the Executive Board 

[ understand that the procedure would be as follows: First, 
request by a member for enhanced surveillance; second, management 
assesses the case in accordance with the policies agreed by the 
Executive Board today and determines whether to submit the request 
for the endorsement of the Board. In cases where the criteria raise 
delicate problems of interpretation, management would continue to 
consult informally with Executive Directors at the earliest 
opportunity. 

g. Review of the policy on enhanced surveillance 

A number of Directors suggested that in view of the need to assess 
changing circumstances and the possible effects of the procedures for 
enhanced surveillance on the Fund and its policies, the Board should 
engage in a periodic review of the policy of enhanced surveillance, 
with an initial review to be held in about one year. 

ENHANCED SURVEILLANCE: MIDTERM REVIEW 

The midterm review of a member's economic policy program 
under enhanced surveillance shall be conducted in accordance with 
the following procedure. A staff report will be circulated to the 
Executive Directors under cover of a note from the Secretary speci
fying a tentative date for Executive Board discussion which will be 
at least 1 5  days later than the date upon which the report is circu
lated. The Secretary's  note will also .set out a draft decision taking 
note of the staff report and completing the review without discussion 
or approval of the views contained in the report; the decision will be 
adopted upon the expiration of the two-week period following the 
circulation of the staff report to the Executive Directors unless. 
within such period, there is a request from an Executive Director or 
a decision of the Managing Director to place the report on the 
agenda of the Executive Board. If the staff report is placed on the 
agenda, the Executive Board will discuss the report and will reach 
conclusions which will be reflected in a summing up. 
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Summing Up by the Chairman 
Biennial Review of the Fund's Surveillance Policy 
Executive Board Meeting 93/15, Janumy 29, 1993 

The Executive Board agreed that the criteria relating to enhanced 
surveillance set out on pages 28 and 29 of SM/92/234 [below] would 
be appropriate. In sum, these provide that the procedures, which 
would normally be initiated by the authorities in the context of 
Article IV discussions, would involve submitting a quantified annual 
economic program, generally formulated with the assistance of the 
staff, and also half-yearly reports to the Board; both the Article IV 
reports (as appropriately modified) and the half-yearly reports could 
be made available to creditors. Application of the procedures would 
be approved by the Executive Board until the next Article IV consul
tation or for a 12-month period. These procedures should be re
viewed within two years. and in the interim, they will be applied 
with a view to the concerns noted by you today and during the dis
cussion of January 27. 

Most Executive Directors emphasized the importance of a greater 
commitment of members to current account convertibility as evi
denced by the acceptance of Article VIII obligations. They agreed 
that many members have availed themselves of Article XIV for too 
long and should take appropriate steps to remove remaining restric
tions. Therefore, the staff will intensify its efforts to encourage 
countries to accept the obligations of Article VIII. especially in those 
long-standing cases where there are no restrictions subject to Arri
cles VIII or XIV. 

SM/92/234 

The principal features of the proposed revised enhanced surveil
lance procedures are summarized below. 
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( 1 )  Enhanced surveillance procedures would be initiated by a 
member with a request for Fund monitoring of its macroeconomic 
and structural policies, usually at the time of the Article IV consul
tation. 

(2) The Executive Board would respond to the mcmber·s request 
on a case-by-case basis. taking into account among other things a 
member's track record of adjustment. 

(3) In recogr1ition of a concern of Executive Directors at the time 
of the 1 989 review of enhanced surveillance, each Executive Board 
approval of the application of the procedures would be only until the 
time of the next Article IV consultation with the member (or a 12-
month period), when a further request for application of the 
procedures could be presented. Limiting the duration of the pro
cedures to a relatively short period should reduce the need for 
unilateral termination of such procedures by the Fund. 

(4) The member's request for enhanced surveillance would be 
granted on the strength of a quantified economic policy program, 
which had been discussed with the Fund staff. usually as pan of the 
consultation discussions. fl is expected that there would be a mid
term review of progress under the economic program before the next 
scheduled Article IV consultation. irrespective of the actual 
performance; failing which, Directors would be informed of the 
absence of the review and the reasons. The review report would be 
issued by the staff under the same procedures as for interim 
consultations and the Executive Board would take note of the repon 
on a lapse-of-time basis unless a discussion was requested by a 
Director or the Managing Director. 

(5) As before, enhanced surveillance would not involve Executive 
Board approval or endorsement of the macroeconomic program pre
sented by the member. 

(6) Information on the economic program and its implementation, 
as well as the staff's assessment of the situation as contained in the 
staff reporcs, could be made available by the authorities to donors 
and creditors on a timely basis. In addition to the staff report, 
official creditors/donors would also receive the Chairman's summing 
up of the Executive Board discussion. 
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Settlement of Disputes Between Members 

Summing up by the Acting Chairman 
Settlement of Disputes Between Members Relating to 

External Financial Obligations-Role of the Fund 
Executive Board Meeting 84/99, June 22, 1 984 

I shall begin by outlining four general points that were made in 
the course of the Board discussion. First, Executive Directors gene
rally endorsed the approach that the Fund has taken in the three 
major aspects of the subject dealt with in the staff paper. 

Second, Directors agreed that the functioning of the international 
monetary system depended on members' fulfilling their international 
financial obligations promptly and according to the terms of those 
obligations. Therefore. the Fund had a direct interest in the settle
ment of overdue obligations and a role to play in accordance with the 
Articles of Agreement. 

Third, there was a consensus that the circumstances surrounding 
overdue financial obligations typically were complex, and that there 
were often important differences among individual cases. Thus, 
Directors preferred not to codify the Fund's approach in each of the 
three main areas discussed. Instead, most of them supported the idea 
that the Fund should continue to fulfill its responsibilities under the 
Articles on a case-by-case basis within the context of the present 
policies and procedures, which could be expected to continue to 
evolve as individual cases of overdue financial obligations and 
related general policy matters were discussed. There was a strong 
feeling among Directors that the Fund should show caution and 
restraint in making judgments on issues involving claims on such 
overdue obligations. 

Fourth, Directors stressed the importance of the Fund's helping 
member governments ro improve their statistical base and to increase 
the supply of information on their external debt obligations, particu
larly in cases involving overdue claims. Where necessary, the Fund 
could provide the technical resources to help sort out the frequently 
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complex circumstances surrounding the debt situation, including indi
vidual cases. 

Let me turn now to more specific comments on the three major 
areas dealt with in the staff paper. With respect to the Fund's 
jurisdiction under Article VIII and Article XIV, there was strong 
support for the policies and practices that the Fund had followed to 
date. Directors generally agreed that, in exercising its functions 
under Article VIII and Article XIV. the Fund was entitled to examine 
the context in which nonpayment of a financial obligation had occur
red in order to determine whether or not it involved an exchange 
restriction and, as such, was subject to Fund approval, and that 
members were obliged to provide the information that the Fund re
quired to make such a determination. The Fund has developed a sub
stantial body of principles and practices for determining which 
measures were and were not within its jurisdiction and when appro
val under Article Vll l  was appropriate. These judgments were in
herent in the exercise of the Fund's jurisdiction. 

Executive Directors also generally endorsed the Fund's existing 
policies and practices for dealing with disputed financial obligations 
in members using Fund resources. This concerned primarily the iden
tification and treatment of payments arrears . Directors accepted the 
general premise that, to restore its financial position, a member 
country must reduce and eliminate its external payments arrears. In  
that context, there was broad support for the approach that the Fund 
had taken to the problems involving countries with large external 
payments arrears. It was noted that the degree of involvement by the 
Fund in helping countries to deal with their arrears had varied 
depending, in part, upon the severity of the case. Some Directors 
noted that the pivotal role that it had been necessary for the Fund to 
play in helping some member countries should be the exceptional 
practice, not the general practice. Nevertheless, the Fund should 
stand ready to provide technical and analytical expertise to help a 
member country to negotiate a financing agreement with its external 
creditors. 

Most Directors attached importance to the principle that a member 
country should give comparable treatment to all its creditors. al
though there was not broad support for trying to define that principle 
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in detail. There was a strong feeling that responsibility for the en
forcement of the principle of comparable treatment was ultimately in 
the hands of creditors, and that the Fund should take into account the 
actions of the creditors when assessing the viability of, and progress 
under, a Fund-supported program. rn that connection, Directors felt 
that the debt relief to help to close the financing gap of a member 
could best be dealt with through a Paris Club negotiation, which 
usually involved a large number of a country's creditors. A Paris 
Club Agreed Minute could be seen as satisfying a member country's 
need for debt relief and could be used for judging whether or nor a 
country's financing gap has been closed. A Paris Club Agreement 
also has implications for official creditors not participating in the 
Paris Club because of the commitment of the debtor to seek and to 
accord comparable treatment to those creditors. Some Directors 
stressed that it would be helpful to know about a Paris Club meeting 
well in advance of its occurrence, although it was also accepted that 
such notification was ultimately the responsibility of the debtor 
country in consultation with its creditors. At the same time, it was 
clearly desirable for as many of a country's creditors as possible to 
participate in a Paris Club meeting. 

Directors also generally agreed that. if an anticipated bilateral 
agreement required by the Paris Club, between a debtor and one of 
its official creditors, were not ratified within the specified period, the 
amount of arrears involved should be included in the calculation of 
arrears for purposes of the debtor country's Fund-supported pro
gram. While there was general support for that approach, there was 
a call for flexibility and the exercise of judgmem by the Fund when 
making such decisions during the course of a Fund-supported pro
gram. I f  a debtor country had made its best efforts to comply with a 
Paris Club requirement to conclude a bilateral agreement but had 
been unable ro do so, the arrears involved should not be included in 
the calculation of arrears for purposes of the debror coumry' s Fund
supported program. However, such judgments should be made on a 
case-by-case basis. 

Decisions on whether or not a coumry's financing gap had been 
closed, and on whether or not rescheduling and refinancing agree
ments were being fulfilled, should be made by the Fund itself. The 
Fund should take into account the particular circumstances of a 
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member, such as the preconditions on the provision of debt relief by 
other agencies. 

There was a strong consensus on three general matters relating to 
the use of the Fund's good offices. First, in the light of the Fund's 
primary responsibilities concerning the international monetary system 
and of its specific authority under the Articles to provide financial 
and technical services, management and staff should stand ready to 
use their good offices in helping members engaged in a particular 
dispute over an external financing obligation. Second, such good 
offices should, however, be limited in scope and frequency, although 
in that connection there were differences in emphasis among Direc
tors. Some felt that the Fund should be more active, others that the 
Fund must be quite cautious. In short, the use of good offices should 
be consistent with avail able resources and should be substantially 
technical. Third, all Directors attached great importance to the 
Fund's remaining neutral in issues of debt dispute. It should be 
clearly understood that the Fund's good offices were meant to bring 
the parties to a dispute together. Fourth, there was agreement that 
the Fund should act in such cases only if both parries wished to have 
the Fund provide its good offices. 

TECHNICAL ASSISTANCE-ESTABLISHMENT OF FRAMEWORK 

ADMINISTERED ACCOUNT 

1 .  Pursuant to Article V,  Section 2(b), the Fund adopts the 
Instrument to establish an account for the administration by the Fund 
of resources to be contributed by: (i) governments or other official 
agencies of countries and (ii) intergovernmental organizations, in 
accordance with the terms and conditions of the Instrument set forth 
in the Annex to EBS/95/56. 

2. The provisions of the Instrument may only be amended by a 
decision of the Fund and with the concurrence of the contributors 
that are financing activities through the account at the time of such 
decision. 

78 

Decision No. 10942-(95133) 
April 3, 1995 

as amended by 



©International Monetary Fund. Not for Redistribution 

FINANCIAL AND TECHNICAL SERVICES 

Decision No. 1 1162-(951121) 
December 19, 1995 

ANNEX TO EBS/95/56 

Instrument for a Framework Administered Account 
for Technical Assistance Activities 

To help fulfill its purposes, the International Monetary Fund (the 
"Fund") has adopted this Instrument to establish an account in 
accordance with Article V,  Section 2(b) which shall be governed by, 
and administered in accordance with, the provisions of this 
Instrument. 

1 .  The Fund hereby establishes an account (the " Framework 
Account") for the purpose of the administration of resources to be 
contributed by: (i) governments or other official agencies of 
countries and (ii) intergovernmental organizations ("Contributor") ,  
in order to finance technical assistance activities of the Fund. 

2. The resources provided by Contributors to the Framework 
Account shall be: (i) grants, or (ii) proceeds of grants or loans that 
have been received by the Contributor from entities other than the 
Fund for the purpose of financing technical assistance to the 
Contributor. The resources may be used by the Fund only for 
technical assistance activities consistent with its purposes, in 
accordance with the procedures specified in paragraph 3 of this 
Instrument. 

3 .  The financing of technical assistance actlvtttes shall be 
implemented through the establishment and operation of subaccounts 
within the Framework Account. The establishment of a subaccount 
shall be subject to prior approval by the Fund, upon the 
recommendation of the Managing Director. When recommending 
approval of the establishment of a subaccount, the Managing 
Director shall specify the essential terms of the understandings that 
have been reached between the Contributor and the Managing 
Director regarding (i) the nature, design and implementation of the 
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technical assistance activities to be financed from the subaccounr in 
question and (ii) the method by which the costs of the technical 
assistance activities will be financed from resources contributed to 
the subaccount by the Contributor. Following the establishment of 
a subaccount, the Fund shall be authorized to use tlle resources in the 
subaccount in accordance with the understandings reached between 
tlle Contributor and the Managing Director. 

4 .  Costs charged to a subaccount of the Framework Account as 
a result of costs incurred by the Fund in the performance of technical 
assistance activities shall be based on standard costs as determined 
by the Fund, unless otherwise agreed between the Fund and the 
Contributor. A subaccount shall also be charged an amount 
equivalent to a percentage of such costs so as to help cover the 
expenses incurred by the Fund in the administration of the technical 
assistance activities financed from the subaccount in question. 

5 .  Resources in a subaccount may be used to make 
disbursements to the Fund's General Resources Account as required 
to reimburse the Fund for expenditures incurred by the Fund on 
account of any technical assistance activity financed by resources 
from such subaccount. 

6 .  All transactions and operations of the Framework Account 
shall be denominated in U.S. dollars. 

7 .  Resource held in a subaccounr of the Framework Account 
pending disbursement shall be invested at the discretion of the 
Managing Director. Earnings net of any costs associated with such 
investments shall accrue to the subaccount and shall be available for 
the purposes of the subaccount. 

8. Subject to the requirement of Fund approval specified in 
paragraph 3, the Managing Director is authorized (i) to make all 
arrangements, including establishment of accounts in the name of the 
Fund, as he deems necessary to carry out the operations of the 
Framework Account; and (ii) to take all other measures he deems 
necessary to implement the provisions of this Instrument. 
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9. Assets held in the Framework Account shall be accounted for 
separately from the assets and property of other accounts of. or 
administered by. the Fund. The assets and property held in such 
other accounts shall not be used to discharge or meet any liabilities, 
obligations, or losses of the Fund incurred in the administration of  
the Framework Account nor shall the assets of the Framework 
Account be used to discharge or meet any liabilities. obligations, or 
losses incurred by the Fund in the administratiOn of such other 
accounts. The assets and property held in each subaccount of the 
Framework Account shall not be used to discharge or meet any 
liabilities, obligations, or losses of the Fund incurred in the 
administration of any other subaccount of the Framework Account. 

I 0. (a) The Fund shall maintain separate financial records and 
prepare separate financial statements for the Framework Account. 
Such records and statements. which shall include a breakdown with 
respect to each subaccount, will be maintained in accordance with 
generally accepted accounting principles. The financial statements for 
the Framework Account shall be expressed in U.S .  dollars. Each 
Contributor shall receive annually. or more often if agreed, a report 
on expenditures from that Contributor's contributions to the 
Framework Account and a review of the activities financed by that 
Contributor through the Framework Account. 

(b) The External Audit Committee selected under Section 20 
of the Fund's By-Laws shall audit the operations and transactions 
conducted through the Framework Account. The audit shall relate 
to the financial year of the Fund. 

(c) The Fund shall report on the position of the Framework 
Account, including a breakdown with respect to each subaccount, in 
the Annual Report of the Executive Board to the Board of Governors 
and shall include in that Annual Report the report of the External 
Audit Committee on the Framework Account. 

1 1 .  Subject to the provisions of this Instrument, the Fund, in 
administering the Framework Account, shall apply, mutatis 
mutandis, the same rules and procedures as apply to the operation of 
the General Resources Account o f  the Fund. 
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1 2 .  The Framework Account or any subaccount thereof may be 
terminated by the Fund at any time; the termination of the 
Framework Account shall terminate each subaccount thereof. A 
subaccount may also be terminated by the Contributor of the 
resources to the subaccount. Termination shall be effective on the 
date that the Fund or the Contributor, as the case may be, receives 
notice of termination, or such later date, if any. as may be specified 
in the notice of termination. Any balances, net of the amounts of 
continuing liabilities and commitments under the activities financed. 
that may remain in a subaccount upon its termination shall be 
transferred promptly to the Contributor. 
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Use of Fund's Resources 

General Decisions 

INTERPRETATION OF ARTICLES OF AGREEMENT 

The Executive Directors of the International Monetary Fund inter
pret the Articles of Agreement to mean that authority to use the 
resources of the Fund is limited to use in accordance with its pur
poses to give temporary assistance in financing balance of payments 
deficits on current account for monetary stabilization operations. 

Pursuant to Decision No. 71-2 
September 26, 1946 

USE OF FUND'S RESOURCES FOR CAPITAL TRANSFERS 

After full consideration of all relevant aspects concerning the use 
of the Fund's resources, the Executive Directors decide by way of 
clarification that Decision No. 7 1 -2 does not preclude the use of the 
Fund's resources for capital transfers in accordance with the pro
visions of the Articles, including Article VI. 

Decision No. 1238-(61 /43) 
July 28, 1961 

USE OF FUND'S RESOURCES: MEANING OF "CONSISTENT WITH 

THE PROVISIONS OF THIS AGREEMENT" IN ARTICLE V, 
SECTION 3 

The phrase "consistent with the provisions of this Agreement" in 
Article V, Section 3, means consistent both with the provisions of 
the Fund Agreement other than Article I and with the purposes of the 
Fund contained in Article I .  
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USE OF FUND'S RESOURCES: MEANING OF A RTICLE V ,  SEC

TION 3(8)(11) 

The word "represents" in Article V, Section 3(a)(i), * means 
"declares . "  The member is presumed to have fulfilled the condition 
mentioned in Article V, Section 3(a)(i) ,  * if it declares that the 
currency is presently needed for making payments in that currency 
which are consistent with the provisions of the Agreement. But the 
Fund may, for good reasons, challenge the correctness of this decla
ration. on the grounds that the currency is not "presenrly needed" or 
because the currency is not needed for payment "in that currency, ., 

or because the payments will not be "consistent with the provisions 
of this Agreement. "  If the Fund concludes that a particular decla
ration is nor correct, the Fund may postpone or reject the request, or 
accept it subject to conditions. The phrase "presently needed" cannot 
be defined in terms of a formula uniformly applicable to all cases, 
but where there is good reason to doubt that the currency is 
"presently needed,"  the Fund will have to apply the phrase in each 
case in the light of all the circumstances. 

Decision No. 284-4 
March 10, 1948 

USE OF FUND'S RESOURCES AND REPURCHASES 

I .  The Managing Director has made the following statemem 
which should be the framework for his d iscussions with members on 
use of the Fund's resources: 

"The present proposals are designed to provide a practical 
basis for use of the Fund's resources in accordance with the pur
poses of the Fund. When the proposals are agreed they will, of 

"'corresponds to Article V. Section 3(1J)(ii) of the Articles of Agreement after the Second 
Amendment. 
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course, have to be carried into effect through actual cases. Deci
sions will have to be made in accordance with the particular cir
cumstances, and in this manner a body of practical criteria will 
gradually be built up. However, even at the outset I think it must 
be clear that access to the Fund should not be denied because a 
member is in difficulty. On the contrary, the task of the Fund is 
to help members that need temporary help, and requests should be 
expected from members that are in trouble in greater or lesser 
degree. The Fund's attitude toward the position of each member 
should turn on whether the problem to be met is of a temporary 
nature and whether the policies the member will pursue will be 
adequate to overcome the problem within such a period. The 
policies, above all, should determine the Fund's attitude. 

"In addition, the Fund should pay attention to a member's 
general creditworthiness, particularly its record with the Fund. In 
this respect, the member's record of prudence in drawing, its 
willingness to offer voluntary repayment when its situation per
mitted, and its promptness i n  fulfilling the obligation to transmit 
monetary reserves data and in discharging repurchase obligations 
would be important. I would expect that in the years to come. 
with extended activities of the Fund, we shall be able more and 
more to rely on the Fund's own experience. thus providing a 
further and most useful link between Fund drawings and repur
chases. 

"After a period of relative inactivity of the Fund. it would 
be too much to expect that we should be able to solve with one 
stroke the entire problem of access to the Fund's resources so that 
each member would always know how any request would be re
ceived by the Fund. We shall have to feel our way. Sometimes a 
member may want w submit to the Fund a specific request for 
drawings, with adequate information as w the particular situation 
which prompts the request. At other times discussions between the 
member and the Fund may cover its general position, not with a 
view to any immediate drawing, but in order to ensure that it 
would be able to draw if, within a period of say 6 to 1 2  months. 
the need presented itself. The Fund itself might take the initiative 
in discussing with one or more members transactions which it 
believes suitable for the Fund and helpful to the members con-
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cerned. In cases where it would appear appropriate and useful, the 
Fund might arrange drawings to deal with special short-run situa
tions accompanied by arrangements for repurchase in a period not 
exceeding 18  months . "  

* 

Decision No. 102-(5211 1) 
February 13, 1 952 

Payments Arrears 

The Executive Board has reviewed the Fund's policy with respect to 
payments arrears. The Fund shall be guided by the approach in the 
conclusions set forth [below]. 

Conclusions 

** 

Decision No. 3153-(70195) 
October 26, 1970 

4 .  Fund financial assistance to members having payments arrears 
should be granted on the basis of performance criteria or policies with 
respect to the treatment of arrears similar tO the criteria or policies 
described in the preceding paragraph for the approval of the payments 
restrictions. In general, the understandings should provide for the 
elimination of the payments arrears within the period of the stand-by 
arrangement. Such understandings should be based on the concept of a 
given level of payments arrears and should be reflected in the 
performance criteria included in stand-by arrangements in the higher 
credit tranches. To support the policies designed to deal with arrears the 
letter of intent should include a statement that there would be no 
imposition of new restrictions or increase in the level of delayed 

*The remainder of the provisions of this decision are no longer in effect. but see footnote to 
Decision No. 270-(53/95) on page 116. 

••sec pages 429 and 430 for paragraphs I through 3. 
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payments. Where Fund financial assistance is being provided, but only 
through the first credit tranche, the adoption of a viable program 
directed toward the elimination of the payments arrears should be an 
important factor in considering whether the country was making 
reasonable efforts to redress its international financial situation. 

REVIEW OF FUND POLICIES AND PROCEDURE ON PAYMENTS 
ARREARS 

Returning to the conclusions in EBS/80/190, [the Acting Chairman] 
observed that paragraph 3 seemed to be acceptable to Directors except 
for the final sentence, which could be changed to state that, depending 
on the member's circumstances and the length of the program, it might 
not be feasible in the early stages of the program to go beyond an 
understanding that the member would try to avoid any further increase 
in outstanding arrears. As for the remainder of paragraph 3, Executive 
Directors appeared to agree that the staff should continue to be guided 
by the approach set forth in the Executive Board Decision No. 3153-
(70/95). 

EBM/80/154, p. 9 

EBS/80/190 

3. The Fund's policies on payments arrears are also concerned with 
their treatment in the context of stabilization programs supported by use 
of the Fund's resources. In these programs, member countries are 
expected to take steps to reduce and eventually eliminate payments 
arrears relating to capital transactions as well as to payments and 
transfers for current international transactions. In formulating policy 
guidelines in these programs, the staff will continue to be guided by the 
approach set forth in the Executive Board decision of 1970 (Decision 
No. 3 153-(70/95)), as quoted on pp. 12.  This approach will also be 
followed with respect to payments arrears arising from default. The 
technique chosen by a member to reduce outstanding arrears will reflect 
its institutional arrangements, as well as the magnitude of the arrears 
and the severity of the balance of payments problem. When payments 
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arrears are large in relation to a member's available foreign exchange 
resources, it may not be possible to aim at the elimination of the arrears 
within the program period. Special arrangements may be needed for the 
renegotiation of outstanding debt obligations when debt problems are 
particularly severe. Depending on the member's circumstances and the 
length of the program, it may not be possible, in the early stages of a 
program, to reach an understanding with the member that goes beyond 
requiring the avoidance of any further increase in arrears . 

The Chairman 's Summing Up 
on Fund Involvement in the Debt Strategy 

Executive Board Meeting 89/61, May 23, 1989 

Directors stressed that in promoting orderly financial relations, every 
effort must be made to avoid arrears, which could not be condoned or 
anticipated by the Fund in the design of programs. Nevertheless, an 
accumulation of arrears to banks may have to be tolerated where 
negotiations continue and the country's financing situation does not 
allow rhem to be avoided. Directors emphasized that appropriate 
safeguards would need to be incorporated into the monitoring procedures 
of the Fund arrangement. The Fund's policy of nontoleration of arrears 
to official creditors remains unchanged. The debtor member would be 
expected to continue to treat creditors on a nondiscriminatory basis. 
Directors agreed that while negotiations with bank creditors were 
continuing, the situation would need to be monitored closely. 
Performance criteria would be quarterly. A review of progress in the 
negotiations would be scheduled at an appropriate time and, normally, 
before the second disbursement. 
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Overdue Obligations to the Fund 

OVERDUE PAYMENTS TO THE FUND-PURCHASES FROM FUND 

1 .  
* 

2. 
* 

3 .  Other stand-by or extended arrangements granted by the Fund 
after the date of this decision shall include also the provision in I or 
2 above. 

4. The provision in I and 2 above shall be included also in an 
existing stand-by or an extended arrangement when the Fund and the 
member reach understandings regarding the circumstances in which 
further purchases may be made under the arrangement. 

5 .  Decision No. 7678-(84/62), April 20, 1984, shall cease to 
apply in respect of a stand-by or an extended arrangement that in
cludes the provision in 1 or 2 above. 

Decision No. 7908-(85126) 
February 20, 1985 

The Executive Board unanimously reaffirmed the existing prac
tices . . .  that management will not submit to the Board any requests 
for the use of Fund resources under a stand-by or extended arrange
ment as long as the member concerned has overdue payments to the 
Fund. 

There was more debate whether the Fund should engage in discus
sions or resume discussions on the use of Fund resources with a 
member that is in arrears to the Fund. On the whole, the practice of 

•
For paragraphs I and 2 ,  see paragraph 4 of  Auachmems A and B 10 Decision No. 10464-

93/130) on pages 141. 145. 
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not entering into discussion in those circumstances was confirmed. 

This does not mean that we are not going to continue discussions 
. .  with members with overdue payments; but . . .  discussions [are] 

confined quite precisely to assisting the members to organize their 
affairs in order to permit the payment of the overdue obligations 
. . . . Far from cutting our lines of communication, we should do 

what we can to keep them open. But we should direct the discussions 
toward enabling the country to make repayments. 

EBM/84154, pp. 37-38 

The Chairman 's Summing Up at the Conclusion of the Discussion 
on Overdue Financial Obligations to the Fund 

Executive Board Meeting 85/170, November 25, 1985 

[M]ember countries in arrears should be induced to give 
priority to actions that are designed specifically to enable them to 
repay the Fund. In addition, they should introduce corrective 
measures at an early stage to improve their economic policies and to 
avoid the emergence and further accumulation of arrears to the Fund. 

[T]he Fund should keep open its channels of communica
tion with countries in arrears in order ro help them formulate ad
justment policies and to catalyze external assistance so that these 
concerted efforts can ultimately be supported by Fund assistance and 
lead-prior to the Fund's formal commitment to providing such assis
tance-to settlement of the arrears. 

[I]ntervals between Board reviews should be put to good 
use; they should never be seen as grace periods or as periods in 
which a member is excused from making every effort to seule its 
arrears to the Fund. . . . 

A majority of Directors favor reducing the period between the 
emergence of arrears and the first substantive consideration of a 
complaint. These Directors felt that the present five-month period 
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was too long, as it has tended to coincide with a buildup of arrears 
that has made it more difficult to tackle the matter; earlier in
volvement by the Board would have been helpful. Although some 
Directors favor taking a flexible approach to this period, a majority 
clearly supports limiting the period to three months. Issuing the 
complaint two months after arrears have arisen instead of three 
months would certainly be consistent with today's discussion. The 
review period following the first substantive consideration would 
remain three months, but the three months would be considered an 
outer limit: the decision on the actual timing in each case should take 
into account the particular circumstances and the performance of the 
member. . . .  

A majority of Directors felt that once a member has been declared 
ineligible to use the Fund's resources the Board should not wait as 
long as the next Article IV consultation to discuss the member's 
arrears situation. The majority of Directors would like to review the 
member's situation every six months. 

The Acting Chairman's Concluding Remarks at the Discussion on 
Additions to the Special Contingent Account 

Executive Board Meeting 88112, January 29, 1988 

Some Directors made reference to the Enhanced Structural Adjust
ment Facility in the context of the arrears problem. The Managing 
Director has stated several times that members in arrears to the Fund 
would not have access to the Enhanced Structural Adjustment Faci
lity, just as they do not currently have access to the Structural 
Adjustment Facility (Buff/87 /260, 12 / 17  /87), or the facilities in its 
General Resources Account. Thus, the existing arrears policy is not 
changed or modified in the context of the Enhanced Structural Ad
justment Facility. At the heart of dealing with those cases in which 
arrears exist are the elements of a strong adjustment program which 
will assist in attracting external resources to help the country clear 
its arrears. The Fund could then grant access to its facilities as 
appropriate, including, of course, the Enhanced Structural Adjust
ment Facility when it becomes operational. 
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The Acting Chairman 's Summing Up at the Conclusions of the 
Discussion on Overdue Financial Obligations-Six-Monthly Report 

Executive Board Meeting 88119, February 10, 1988 

Second, Directors also agreed that the present practice, whereby 
the general policies and procedures relating to overdue financial 
obligations to the Fund are not applied to overdue maintenance of 
value adjustments, should be continued. Again, i t  was emphasized 
that prompt settlement of these adjustmems constitutes an essenrial 
element of members' financial obligations to the Fund, and the staff 
was encouraged to follow up actively in cases of overdue valuation 
adjustments in order to achieve a more speedy settlement and to 
report periodically to the Board in the context of staff papers on 
individual members. 

Procedures for Dealing with Members 
with Overdue Financial Obligations to the Fund 

Executive Board Meetings 89/100 and 891101, July 27, 1989 

The Fund, as a cooperative institution, relies on the mutually 
supportive actions of its membership in all areas of its endeavors. 
Overdue financial obligations are a breach of obligations to the Fund 
and are demonstrably a noncooperative action. which imposes finan
cial cost on the Fund's membership, impairs its capacity to assist 
members, and more generally weakens the Fund's ability to perform 
its broader responsibilities in the international financial system. 

As the experience with arrears demonstrates, countries which 
accumulate arrears to the Fund also damage themselves, in part 
through the deterioration which inevitably follows in their financial 
relations with other creditors. When arrears exist the Fund is not 
able to provide its own assistance and its effectiveness is diminished 
as a catalyst for helping the country restore regular financial rela
tions with other creditors. 
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This statement outlines procedures aimed at preventing the emer
gence of overdue financial obligations to the Fund and the elimina
tion of existing overdues, including protracted arrears. The need for 
flexibility in the implementation of the Fund's policies dealing with 
overdues has been stressed in the past; flexibility must continue to be 
exercised in order to take account of the specific circumstances of 
the member. Nonetheless, a balance must be struck between the need 
for appropriate flexibility and tbe need for clear and credible 
procedures that act as a deterrent to members against incurring 
arrears and to encourage members with overdues to become current. 

Arrears prevention 

The importance of preventing new cases of arrears has been stres
sed by the Executive Board. As noted in the past, our best safeguard 
is the quality of Fund arrangements and we will continue to direct 
our efforts to ensure that arrangements of the highest quality are 
placed before the Board. These efforts would include assisting mem
bers to design strong and comprehensive economic programs, careful 
attention to access levels and phasing, explicit assessment of a 
member's capacity and willingness to repay the Fund, and adequate 
assurances regarding external financing during the period of the Fund 
arrangement. Special understandings with creditors and donors may 
also need to be sought in certain cases to help assure progress toward 
external viability. In some cases, specific financial or administrative 
arrangements-designed to ensure that forthcoming obligations to the 
Fund are settled on time-will be used to increase the assurance that 
the Fund's resources will be repaid on time. Moreover. the 
importance of members remaining current on obligations falling due 
and observing the Fund's preferred creditor status will continue to 
be stressed. 

The Fund's response to overdue obligations 

The Fund has developed a set of procedures for dealing with 
members with overdue financial obligations which are designed to 
bring about a reduction and the eventual elimination of these overdue 
obligations. In addition to the procedures set out below, the Fund 
makes an effort to assist members willing to cooperate to eliminate 
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their arrears through the design and implementation of appropriate 
policies as well as to help members adopting these policies to secure 
the necessary financial support. 

The procedures initiated immediately after a member falls into 
arrears provide for a sequence of actions by management, the staff, 
and the Executive Board. 

-Whenever a member fails to settle an obligation on time, the 
staff immediately sends a cable urging the member to make the 
payment promptly; this communication is followed up through the 
office of the Executive Director concerned. 

-When an obligation has been outstanding for two weeks, man
agement sends a communication to the Governor for that member 
stressing the seriousness of the failure to meet obligations to the 
Fund and urging full and prompt settlement. The Executive Board 
understands that the Governor will bring this communication and the 
circumstances that gave rise to it to the attention of his authorities at 
the highest level. The communication to the Governor would also 
note that unless payment is received in due course, the Managing 
Director would intend to raise with the Executive Board the possibil
ity of communicating with Governors of the Fund concerning the 
situation. The Managing Director has on occasion raised the matter 
of overdue financial obligations to the Fund directly with the head of 
government of the member concerned, and he would intend to conti
nue to do so in those cases where he believes it would be a useful 
procedure. 

-The Managing Director notifies the Executive Board normally 
one month after an obligation has become overdue. 

-When the longest overdue obligation has been outstanding for 
six weeks, the Managing Director informs the member concerned 
that unless the overdue obligations are settled a complaint will be 
issued to the Executive Board in two weeks' time. 

The Managing Director would in each case recommend to the 
Executive Board whether a communication should be sent to a 
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selected set of Fund Governors, or to all Fund Governors. If it were 
considered that it should be sent to a selected set of Fund Governors, 
an informal meeting of Executive Directors would be held, some six 
weeks after the emergence of overdues, to consider the thrust of the 
communication. Alternatively, if it were considered that the com
munication should be sent to all Fund Governors, a formal Board 
meeting would be held to consider a draft text and the preferred 
timing. A sample text for a communication to all Fund Governors is 
set out in Attachment I .  

-A complaint by the Managing Director is  issued two months 
after an obligation has become overdue, and is given substantive con
sideration by the Executive Board one month later. At that stage, the 
Executive Board has usually decided to limit the member's use of the 
general resources, and if the member has overdue obligations in the 
SDR Department, to suspend its right to use SDRs, and has provided 
for a subsequent review of the decision. This and subsequent review 
periods would normally not exceed three months. It would be 
understood that the Managing Director may recommend advancing 
the Executive Board' s  consideration of the complaint regarding the 
member's overdues. 

-The Annual Report and the financial statements identify those 
members with overdue obligations outstanding for more than six 
months. 

Beyond these procedures, the Executive Board has expressed its 
intention to provide that a member must first discharge its overdue 
financial obligations to the General Resources Account before it 
would be permitted to pay for an increase in its quota under the 
Ninth General Review, and that, in the event the quota payment were 
not made within a prescribed period, the proposal for an increase in 
the member's quota would lapse. 

Another measure being considered by the staff relates to the pos
sibility of withholding SDR allocations for members with arrears in 
the General Department. This measure would require an amendment 
of the Articles and will be examined further in the next Six-Monthly 
Report on Overdue Financial Obligations. 
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Declaration of ineligibility 

-If a member persists in its failure to settle its overdue obliga
tions to the Fund, the Executive Board declares the member ineligi
ble to use the general resources of the Fund. The timing of the 
declaration of ineligibility would vary according to the Board's 
assessment of the specific circumstances and of the efforts being 
made by the member to fulfill its financial obligations to the Fund. 
The procedures for dealing with members with protracted arrears that 
have been declared ineligible include further reviews at intervals of 
not more than six months. 

-For members with protracted arrears willing to cooperate with 
the Fund in settling those overdues, the Fund has adopted an intensi
fied collaborative approach, which incorporates exceptional efforts 
by the international financial community. 

-For members that are judged not to be cooperating actively with 
the Fund, remedial measures would be applied. 

-Members not showing a clear willingness to cooperate with the 
Fund have been informed that in these circumstances the provision 
of technical assistance would be inappropriate, but the Fund would 
reconsider providing technical assistance once the member has 
resumed active cooperation. The Managing Director may also limit 
technical assistance provided to a member, if in his judgment that 
assistance was not contributing adequately . to the resolution of the 
problems associated with overdues to the Fund. 

-A further remedial measure in cases of protracted arrears would 
be communications with all Governors of the Fund and with heads 
of certain international financial institutions. Use of such communi
cations would normally be raised for the Executive Board's consider
ation at the time of the first post-ineligibility review of the member's 
arrears. At that time the staff would prepare a draft text of a 
communication along the lines set out in Attachment 11 to this 
statement. It should be noted that the Fund's communication to 
certain other international financial institutions, such as the three 
main regional development banks (Asian Development Bank, African 
Development Bank, Inter-American Development Bank), like its 

96 



©International Monetary Fund. Not for Redistribution 

USE OF FUND'S RESOURCES: ART. V. SEC. 3(a), (b). AND (c) 

communication to the Governors, would not request the addressee to 
take specific actions and would leave any action to the institution's 
discretion. This does not preclude informal contacts with other inter
national financial institutions. The staff would intend to propose to 
send this latter type of communication on the occasion of the next 
post-ineligibility review for members that at present have arrears that 
have been outstanding for a protracted period, in the event the Exe
cutive Board judges that the member concerned is not cooperating 
actively with the Fund in efforts to resolve the problem of its 
overdue financial obligations to the Fund. 

Censure or declaration of noncooperation 

-A declaration of censure or noncooperation would come as an 
intermediate step between a declaration of ineligibility and a resolu
tion on compulsory withdrawal. The decision as to whether to issue 
such a declaration would be based on an assessment of the member's 
performance in the settlement of its arrears to the Fund and of its 
efforts, in consultation with the Fund, to follow appropriate policies 
for the settlement of its arrears. Three related tests would be 
germane to this decision regarding (i) the member's performance in 
meeting its financial obligations to the Fund taking account of 
exogenous factors that may have affected the member's performance; 
(ii) whether the member had made payments to other creditors while 
continuing to be in arrears to the Fund; and (iii) the preparedness of 
the member to adopt comprehensive adjustment policies. The decla
ration would follow any communication to Governors after ineligi
bility and would be considered at a subsequent post-ineligibility 
review. The period between such communications and the declaration 
could be about six months, but this time period would be determined 
on a case-by-case basis. 

A draft of the declaration is set out in Attachment III .  The actual 
declaration would be based on this draft text taking account of the 
circumstances of the individual case. The declaration would be 
adopted by the Executive Board and published. 

Other remedial measures 

-On suspension of membership, Directors noted the necessity of 
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amending the Fund's Articles of Agreement to provide for suspen
sion of membership. Some Directors showed an interest in intro
ducing a provision into the Articles of Agreement under which the 
voting rights of a member that has been declared ineligible to use the 
Fund's general resources could be suspended. However, most 
Directors felt that it would not be advisable to propose an amend
ment of the Fund's Articles of Agreemem at this time. but that this 
matter could be reconsidered in the future. 

-Finally, Directors noted the availability to the Fund of proce
dures under Section 22 of the By-Laws on compulsory withdrawal. 
These procedures would only be pursued once the Fund has exhaus
ted all other possible avenues to redress the problem of overdue 
financial obligations and, despite a declaration of noncooperation, the 
member has not exhibited a willingness to cooperate with the Fund. 
The Articles of Agreement and the By-Laws provide for procedures 
for settling claims by the Fund on a member in the event that it 
withdraws from the Fund. If the procedures were initiated, the staff 
would prepare an analysis of the effect of the member's withdrawal 
on the Fund's financial position. 

Attachmenr I 

Draft Firsr Leller to All Governors 

Dear 

The Executive Board has considered the complaint which was 
recently issued regarding [member] 's overdue financial obligations 
to the Fund. In considering this complaint the Executive Board has 
agreed that I write to all Governors of the Fund to draw their at
temion to this development. Prompt and effective actions now by 
[member] and the international community would avoid a further 
deterioration of this situation including the possibility of declaring 
[member] ineligible to use the general resources of the Fund, would 
permit these overdues to be cleared before their magnitude makes the 
problem more intractable, and before they place a financial burden 
on orher members. 
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[Paragraph on background circumstances of member leading to the 
emergence of arrears, the views of the member regarding its overdue 
obligations, and the member's intended approach for addressing the 
problem of its overdue obligations. This paragraph would be tailored 
to the specific circumstances of the member concerned.]  

The Executive Board is very concerned about these developments 
which have serious potential implications both for the [member] and 
for the Fund as a whole, if the problem is not resolved early. The 
existence of these overdue financial obligations to the Fund pre
cludes the Fund from extending financial assistance to the member. 
In addition, experience to date indicates that when a country incurs 
arrears to the Fund its financial relations with other creditors are also 
likely to deteriorate. These arrears also have an adverse impact on 
the Fund as an international financial cooperative, which is the 
central monetary institution in the international monetary system. As 
you are aware, overdue obligations, if they are not settled, place a 
financial burden on other members: on the Fund's debtor members 
in the form of higher charges and the Fund's creditors in the form of 
reduced remuneration. 

The Fund would greatly appreciate any assistance in urging the 
member to effect the full and prompt settlement of its overdue obli
gations to the Fund. 

Sincerely yours, 

Michel Camdessus 
Managing Director and 

Chairman of the Executive Board 
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Attachment II 

Draft Second Letler to All Governors and 
Certain International Financial Institutions 

The Executive Board has reviewed the overdue financial obliga
tions of [member] and its circumstances. In this context it agreed that 
I write to all Governors of the Fund to seek their assistance in 
resolving the problem of [member]'s overdue financial obligations to 
the Fund [and that I inform at the same time the heads of [names of 
certain international financial institutions]] .  

A s  you know, [member] was declared ineligible to use the general 
resources of the Fund on [date], as it had failed to meet its financial 
obligations to the Fund. As of [date], [member)'s overdue financial 
obligations to the Fund amounted to SDR[ ] million and the longest 
overdue obligation had been outstanding for [ ] months. As you are 
aware, these overdue obligations reduce Fund resources available to 
help other members and place a financial burden on debtor members 
in the form of higher charges and on creditor members in the form 
of reduced remuneration. 

[Paragraph on background circumstances of member leading to the 
emergence of arrears, the views of the member regarding its overdue 
obligations, and the member's intended approach for addressing the 
problem of its overdue obligations. This paragraph would be tailored 
to the specific circumstances of the member concerned.] 

The Fund has developed a set of procedures, including the inten
sified collaborative approach, for dealing, as appropriate, with 
members that have overdue financial obligations outstanding for a 
protracted period. The application of the procedures for members in 
arrears up to now has not resulted in [member] taking steps that 
could be expected to resolve promptly the problem qf its arrears to 
the Fund. If, in the period prior to the next review of [member)' s  
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arrears, [member] does not take action to demonstrate its willingness 
to resume active cooperation with the Fund toward the resolution of 
the problem of its arrears, [member] may be subject ro a declaration 
of noncooperation. This would be a most serious step that would 
involve the publication of this declaration, which would refer, inter 
alia, to the availability to the Fund of procedures under Section 22 
of the By-Laws on compulsory withdrawal of [member] from the 
Fund. The Fund's Executive Board has emphasized the critical stage 
that has been reached with respect to [member]' s  arrears and has 
stressed its sincere hope that the consideration of further steps will 
be unnecessary. The Fund would appreciate your [Government/insti
tution] taking whatever actions it considers appropriate to help bring 
about an early resolution of this situation. 

The Executive Board will review again the position of [member] 
with regard to its arrears to the Fund not later than [date]. 

Sincerely yours, 

Michel Camdessus 
Managing Director and 

Chairman of the Executive Board 

Attachment Ill 

Draft Declaration on Censure or Noncooperation 

The Fund notes that, since the declaration of ineligibility of 
[date], the member has remained in arrears in its financial obli
gations to the Fund, thus persisting in its failure to fulfill its obliga
tions under the Articles, and that the level of its arrears has not 
decreased (or has increased); 

[notes that the member has made payments to other creditors 
while not discharging its financial obligations to the Fund (or not to 
the same extent), thus ignoring the preferred creditor status that 
members are expected to give to the Fund;] 
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finds that the member is not cooperating with the Fund toward the 
discharge of its financial obligations to the Fund; 

urges the member to discharge its financial obligations to the Fund 
promptly and to cooperate with the Fund; 

reminds the member that arrears to the Fund, which is a coopera
tive institution, are detrimental to the whole membership of the Fund 
in that they hamper the proper performance by the Fund of its func
tion of assisting members facing balance of payments difficulties; 

reminds the member that members in breach of their obligations 
to the Fund may be subject to the procedures under Section 22 of the 
By-Laws leading to compulsory withdrawaL 

Statement by the Managing Director on 
the Strengthened Cooperative Strategy on 

Overdue Financial Obligations to the Fund 
Executive Board Meeting 90138 

March 16, 1990 

2. Measures of deterrence 

Measures of deterrence are a second key element of the coopera
tive strategy that need to be strengthened further. The Fund recently 
adopted important new procedures in this area and communications 
to all Fund Governors and selected heads of multilateral financial 
institutions have been sent in three cases and have borne some fruit. 

Executive Directors have agreed that it would be appropriate to 
widen the scope and strengthen the application of deterrent measures 
to underscore the Fund's firm resolve to deal with the arrears pro
blem. There is general support for the proposition that a clear time
table and sequence for the implementation of such measures, from 
the emergence of arrears to the final step of initiation of procedures 
for compulsory withdrawal, would help remove any misperceptions 
about the actions to be taken by the Fund when a member falls into 
arrears or about the consequences of noncooperation. The presump
tion would be that this timetable would be followed in all cases 
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unless in the Board's judgment a different approach were justified in 
an individual case. 

As compared with the procedures contained in my statement at 
(EBM/8911 0 1 ,  7/27/89), the main changes suggested relate to the 
(i) periodic reviews by the Executive Board of decisions limiting the 
use of the general resources by the member in arrears which, if the 
overdue obligations are not settled, leads to a declaration of ineli
gibility; and (ii) timing and content of measures taken after a decla
ration of ineligibility. Previously, the Executive Board has held as 
many as five reviews of its decision to limit a member's use of the 
general resources before a declaration of ineligibility was adopted; 
the total length of time between these two actions has been as long 
as thirteen months, and the period between the emergence of arrears 
and a declaration of ineligibility has been as long as two years. Many 
Directors have expressed the view that the number of reviews before 
a declaration of ineligibility should in general be limited. As regards 
the post-ineligibility period, in the event a member continues in its 
failure to fulfill its financial obligations, present procedures call for 
communications to be sent to all Governors within six months. It is 
proposed to shorten that period, and also to make explicit the timing 
of a declaration of noncooperation and of the initiation of the proce
dure for compulsory withdrawal. 

I believe that there is wide support for new procedures under 
which a member in arrears to the Fund would be declared ineligible 
to use the general resources no later than twelve months after the 
emergence of arrears, with the exact timing depending on the Exe
cutive Board's assessment of the specific circumstances and of the 
efforts being made by the member to fulfill its obligations to the 
Fund. The sending of communications to all Fund Governors and the 
heads of selected international financial institutions regarding the 
member's continued failure to fulfill its financial obligations to the 
Fund would be considered within three months after the declaration 
of ineligibility. At present, these communications may be followed 
by a public declaration of noncooperation if the member continues to 
fail to cooperate. The Executive Board would be asked to consider 
such a declaration not later than four months after the dispatch of 
these communications ( i .e . ,  within nineteen months of the emergence 
of arrears), unless the Executive Board were to conclude that there 
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had been a decisive improvement in the member's cooperation with 
the Fund. 

A declaration of noncooperation is an intermediate step before 
compulsory withdrawal. At present, such a declaration of noncoop
eration would note the availability to the Fund of procedures on 
compulsory withdrawal. This procedure should be strengthened by 
the initiation by the Executive Board of procedures for compulsory 
withdrawal within five months of the declaration of noncooperation 
(i .e . ,  within two years of the emergence of arrears), if the member 
continues to fail to comply with its obligations and to cooperate 
actively with the Fund toward clearance of its arrears . A recommen
dation of compulsory withdrawal can be made by the Executive 
Board by a simple majority, although withdrawal can be required 
only by a majority of Governors having 85 percent of the total voting 
power. 

In our discussion of financing in relation to the arrears strategy 
we have had a preliminary review of financial and legal aspects of 
compulsory withdrawal, and I believe that the general provisions on 
the basis of which we would need to proceed are understood. In such 
circumstances, the Executive Board might need to consider the appro
priate means to rebuild the Fund's precautionary balances, which 
would normally imply increasing the Fund's operating income or 
supplementing it by other exceptional means. In this connection, it 
has been noted that as a last resort, the sale of part of the Fund's 
gold could help restore the Fund's financial position. 

The timetable proposed would help to make clear to members the 
need to prevent arrears and to act expeditiously to deal with them if 
they arose, as well as the consequences of not doing so. It would also 
provide sufficient time for such members to adopt the adjustment 
measures needed to move toward restoring domestic and external 
economic balance. Such a timetable is not to be understood as a 
period of grace, and the Executive Board would need to be prepared 
to accelerate action when appropriate, particularly in the early stages 
prior to a declaration of ineligibility. For the eleven members with 
protracted arrears, some Executive Directors have stressed that it 
would be appropriate to apply the new schedule with a degree of 
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flexibility. This is reasonable, but we will need also to keep in mind 
that these members have already been given a great deal of time to 
demonstrate their cooperation with the Fund. 

In all cases, there is a need for tangible and continuous support 
for the Fund from the international financial community. fn cases of 
members that were not cooperating, the Fund would expect bilateral 
creditors and other multilateral agencies to initiate an intensive 
dialogue with the member in arrears to persuade it to respect the pre
ferred creditor status of the Fund. and to consider reducing and, if 
necessary, suspending assistance to members that are not cooperating 
with the Fund. There is a need to convince creditors and donors that 
persistent financing of a member's inadequate policies is detrimental 
to the interests of creditors, donors, and debtors alike. The Fund will 
also ask other official creditors to follow the practice of Paris Club 
creditors and not engage in rescheduling in the absence of a Fund 
arrangement or a Fund-monitored program. Furthermore. I believe 
Executive Directors have supported the proposition that creditors 
receiving payments from members in arrears to the Fund should be 
requested, at the least, to urge such members to direct payments to 
the Fund. 

The Board has agreed that a member must first discharge its over
due obligations to the General Resources Accoum before it can be 
permitted to consent or to pay for an increase in its quota in con
nection with the Ninth General Review; and if a member had not 
increased its quota within the prescribed period, the proposal for an 
increase in quota should lapse. The Board' s  consideration of an ex
tension of the period for consent or payment would take into account 
the situation of members with overdue obligations that are coope
rating with the Fund to resolve their arrears problem in the context 
of a Fund-monitored program. 

The measures of prevention and deterrence described above, if 
applied firmly in the day-to-day operations of the Fund, can provide 
a powerful mechanism to prevent the emergency of new arrears 
cases, lead to their rapid elimination if problems do develop, and, 
jointly with the measures of support suggested in the next section. 
offer to noncooperating members a last opportunity to move with no 
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further delay onto a more collaborative path. I believe that we should 
adopt these measures immediately. 

At the same time we should pursue expeditiously the necessary 
work on an amendment of the Articles to introduce into the Fund's 
Articles a provision similar in some respects to those already exist
ing in other multilateral financial institutions, notably the World 
Bank-i.e. ,  a provision to suspend voting and related rights for cases 
of contit�uing breach of obligations to the Fund. Such an amendment 
would provide an additional instrument of deterrence. The staff will 
prepare a paper for Executive Board consideration in April which 

will focus on the substantive issues rela1ed to an amendment of the 
Articles of Agreement. In particular, the following mauers would 
need to be discussed: the scope of suspension; the conditions for 
suspension; the relationship of suspension to other deterrent mea
sures; the decision-making procedures: and the majority required. I 
continue to believe that the qualified majority for suspension should 
be set at 70 percent of the total voting power. The staff paper would 
elaborate on these matters, examining the consequences of different 
approaches and exploring the modalities of an amendment. 

Attachment 

Measures for Prevention/Deterrence of Overdue 
Financial Obligations to the Fund-Strengthened 

Timetable of Procedures 

Time after Emer
gence of Arrears 

Immediately 

Action 

Staff sends a cable urging the member to make the 
payment promptly; this communication is followed up 
through the office of the concerned Executive Director. 
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Time after Emer
gence of Arrears 

2 weeks 

I month 

6 weeks 

2 months 

3 months 

6-12 months 

Action 

The member is not permiued any use of the Fund's 
resources nor is any request for the use of Fund re
sources placed before the Executive Board until the 
arrears are cleared. 

Management sends a communication to the Governor for 
the member stressing the seriousness of the failure to 
meet obligations and urging full and prompt settlement. 

The Managing Director notifies the Executive Board that 
an obligation is overdue. 

The Managing Director notifies the member that unless 
the overdue obligations are settled promptly a complaint 
will be issued 10 the Executive Board. The Managing 
Director would also consult with and recommend to the 
Executive Board that a communication concerning the 
member's situation should be sent to selected Fund 
Governors or to all Fund Governors in the event that the 
member has not improved its cooperation with the Fund. 

A complaint regarding the member's overdue obligations 
is issued by the Managing Director to the Executive 
Board. 

The complaint is given substantive consideration by the 
Executive Board. The Board has usually decided to limit 
the member·s use of the general resources and, if 
overdue SDR obligations are involved, suspend its right 
to use SDRs. 

The Executive Board will review its decision on limi
tation within three months, with the possibility of a 
second review if warranted. It is proposed that, de 
pending on the Executive Board's assessment of the 
specific circumstances and of the effortS being made by 
the member to fulfill its obligations to the Fund, a 
declaration of ineligibility be considered to take effect 
not more than twelve months after the emergence of 
arrears. It is proposed that the sending of communica
tions 10 all Fund Governors and the heads of selected 
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Time after Emer
gence of Arrears 

Up to 1 5  months 

Up to 1 8  months 

Up to 24 months 

Action 

international financial institutions regarding the mem
ber's continued failure to fulfill its financial obligations 
to the Fund be considered at the same time as the decla
ration of ineligibility. 

It is proposed that a declaration of noncooperation be 
considered within three months after the dispatch of the 
communications. 

In case an amendment of the Articles would be adopted. 
it is proposed that a decision on suspension of voting 
and representation rights be considered within three 
months after the declaration of noncooperation. 

It is proposed that the procedures on compulsory with
drawal be initiated within six months after the decision 
on suspension (in case an amendment of the Articles 
would be adopted) or nine months after the declaration 
of noncooperation. 

Summing Up by the Chairman 
Operational Modalities of the Rights Approach 

Executive Board Meeting 90/97 
June 20, 1990 

This has been an important discussion, following the guidance of 
the Interim Committee at its meeting in May 1990, to establish broad 
guidelines for the application of the "rights" approach and "rights 
accumulation programs," as we shall now call them. Drawing on our 
earlier discussions, Executive Directors have endorsed the main 
features of rights accumulation programs and of the financing of 
rights as set out in the staff paper for this meeting, while empha
sizing the need for flexibility in the different and difficult cir
cumstances that we may face. It is intended that this summing up 
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provide a description of the key characteristics of the rights approach 
for reference in the decisions that are to be taken on the gold pledge 
and extended burden sharing. 

Under the rights approach, a member in arrears to the Fund will 
be able to earn rights, conditioned on satisfactory performance under 
an adjustment program monitored by the Fund, toward a disburse
ment from the Fund once the member's overdue obligations have 
been cleared and upon approval of a successor arrangement by the 
Fund. Utilization of the rights approach will be limited to the eleven 
members that had financial obligations to the Fund overdue for six 
months or more at the end of 1989. I would note here that it is not 
expected that all of these members would make use of the rights 
approach; indeed, two of them are likely to settle their arrears short
ly without recourse to the rights approach. It is intended that uti
lization of the rights approach would be further limited to those of 
the eleven members that adopt a comprehensive economic program 
that can be endorsed by the Executive Board as a rights accumulation 
program by the time of the Spring 1991 meeting of the Interim Com
mittee. I have noted the view of some Directors that a longer time 
might need to be envisaged, but that this is not the view of the 
majority. If there were to be a compelling reason, we would be able 
to return to the question as we approach the Spring 1991 meeting. 

Executive Directors considered a three-year period to be appro
priate as a norm for a rights accumulation program, but with scope 
for variation in either direction. The member would be expected, 
with support as appropriate from other sources, to make maximum 
efforts to reduce overdue obligations to the Fund during the period 
of the rights accumulation program, so as to minimize the necessary 
recourse to rights. We will seek to incorporate a reduction of arrears 
to the Fund into programs and to inrroduce appropriate contingency 
provisions for additional paymenrs to the Fund where developments 
are more favorable than expected. The magnitude of rights to be 
accumulated will clearly require case-by-case judgments by the 
Executive Board. Bur it is understood that, in cases where it appears 
unavoidable, rights may accumulate up to the amount of arrears 
outstanding at the beginning of the rights accumulation program. 

109 



©International Monetary Fund. Not for Redistribution 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

Some Directors noted that special action might have to be considered 
in highly exceptional circumstances, but it is not necessary to revisit 
the understanding placed in the record on this subject during the 
course of our deliberations prior to the recent meeting of the Interim 
Committee. 

The member would be expected to generate the financing needed 
to meet the requirements of its economic program under the rights 
approach and, and at minimum, to remain current with respect to 
obligations to the Fund and the World Bank falling due during the 
period of the rights accumulation program. In this effort, it would be 
envisaged that the member would be assisted by creditors and donors 
through support groups, consultative groups, and/or other arrange
ments as appropriate. Resources that become available pursuant to 
the proposal for voluntary contributions originally made . . .  which 
has been warmly welcomed by the Interim Committee and is ex
pected to be discussed by the Executive Board in July, would com
plement these efforts . 

Executive Directors agreed that rights accumulation programs 
should adhere to macroeconomic and structural policy standards 
associated with programs supported by arrangements under the ex
tended Fund and enhanced structural adjustment facilities and that the 
Fund would draw, as appropriate, on Fund policies and guidelines 
associated with the use of such facilities. In particular, rights 
accumulation programs would need to help create the conditions for 
sustained growth and substantial progress toward external viability. 

There was a preference among Directors for even phasing of the 
accumulation of rights within annual programs, based on quarterly 
monitoring. Executive Directors did not, however, rule out the pos
sibility of some front-loading of rights within the first annual 
program if warranted by special circumstances. With respect to 
performance tests, the Fund's policies on waivers and modifications 
would be applied so as to allow for continuation of the program and 
rights accumulation if performance criteria were not observed but 
performance had been brought back on track. If waivers or modifica
tions were not granted, Executive Directors considered it reasonable 
to permit the member to retain its previously accumulated rights for 

1 1 0  



©International Monetary Fund. Not for Redistribution 

USE OF FUND'S RESOURCES: ART. V, SEC. 3(a), (b), AND (c) 

six months before they would lapse. Several Directors indicated that 
they would prefer that rights lapse in their entirety after six months, 
but most others considered that such a rule would be too rigid. On 
balance, we will plan that normally rights would lapse at a rate of 
25 percent of accumulated rights per quarter; but that this rate could 
be more or less rapid depending on the circumstances, including, 
inter alia, the period of satisfactory performance under the rights 
program before it went off track and the reasons for the non
observance of performance criteria. Again, the Executive Board will 
need to consider these questions on a case-by-case basis. If, after 
rights had begun to lapse, a new rights accumulation program were 
endorsed by the Executive Board, the member would resume 
accumulation of rights and the program period would normally be ex
tended to permit the member to accumulate the rights needed to help 
clear its arrears. 

Accumulated rights would be financed by a Fund disbursemenr 
upon approval of a successor arrangement with the Fund, following 
satisfactory performance under the rights accumulation program and 
once the member's overdue financial obligations to the Fund had 
been cleared. For SAP-eligible members, the mix of financing 
between the resources of the structural adjustment and enhanced 
structural adjustment facilities (SAF/ESAF) and the resources of the 
Fund's General Resources Account (GRA) would be approved as part 
of the successor arrangements, although some tentative indication of 
an anticipated mix could be given earlier. I would not intend to pro
pose approval of a commitment to use ESAF Trust resources for the 
financing of rights before the decision on the gold pledge for the use 
of ESAF Trust resources for the financing of rights has been 
adopted. 

Where a blend of General Resources Account and SAF/ESAF re
sources was considered appropriate, use of General Resources Ac
count resources would normally be under an extended arrangement, 
and in such cases, the extended and SAF/ESAF arrangements would 
operate concurrently. Total access to the resources of  the enhanced 
structural adjustment facility by a member would in all cases be in 
accordance with the access limits of that facility. I have taken note 
of the proposal made concerning the attribution of payments to the 
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SAF/ESAF which would also make possible the application of all of 
the Fund's deterrent measures should arrears emerge; I suggest that 
we consider this proposal in connection with the forthcoming review 
of those facilities. 

Our discussion has provided guidance that will enable us to pro
ceed with concrete planning for rights accumulation programs in in
dividual cases and with what we all hope will be a definitive phase 
in resolution of the arrears problem. Other issues will no doubt 
emerge as specific programs are developed, and these will need to be 
addressed case by case as they arise. 

Summing Up by the Chairman-Overdue Financial 
Obligations to the Fund-Six-Monthly Review; Progress 

Under the Strengthened Cooperative Strategy; and 
Special Charges-Annual Review 

Executive Board Meeting 91142, March 25, 1991 

Executive Directors acknowledged the progress made over the 
past year in dealing with overdue financial obligations to the Fund 
and urged the active pursuit of all elements of the strengthened 
cooperative strategy-by the members in arrears, the Fund, and the 
membership at large-in order to consolidate and extend recent 
positive developments. 

Because the process of formulating necessary adjustment policies 
securing the requisite financing has been more time consuming than 
anticipated, it has not been possible to bring rights accumulation 
programs . . .  to the Executive Board by the end of April 199 1 .  
Given the progress under way in some cases, Directors agreed on a 
one-year extension of the deadline established last year for members 
in protracted arrears to enter into a rights accumulation program. 
Several Directors wondered whether a shorter extension might not 
have sufficed and sent a stronger signal regarding the urgency of 
rapid progress in outstanding cases. Some Directors also emphasized 
that they would not be willing to consider a further extension beyond 
the Spring of 1992. A few other Directors questioned whether a one
year extension would suffice in the most difficult cases. 
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Summing Up by the Acting Chairman-Overdue Financial 
Obligations to the Fund-Six-Monthly Review; Further 
Progress Under the Strengthened Cooperative Srrategy 

Executive Board Meeting 92158, April 1 7, 1992 

Directors considered that the strengthened timetable of procedures 
for applying remedial measures remained appropriate and had been 
implemented in accordance with the Executive Board's judgment 
regarding the degree of a member's cooperation with the Fund in 
terms of implementation of policies and record of payments as well 
as the timing and actions appropriate to the particular circumstances 
of each member. 

Directors considered the questions of the criteria and timing for 
reversing the actions specified in the strengthened timetable of 
procedures. They noted that for some actions the issue of reversi
bility did not arise, while other actions were automatically terminated 
or withdrawn upon full settlement of overdue obligations to the 
Fund. Directors broadly endorsed the established practices of 
terminating a declaration of ineligibility immediately following full 
settlement of arrears to the Fund and publicizing the restoration of 
eligibility by issuing a press release and sending communications to 
all Fund Governors. 

With respect tO the lifting of a declaration of noncooperation. it 
was generally agreed that the same criteria were relevant in coming 
to a judgment on the degree of a member's cooperation as were 
applied in deciding whether to issue sucb a declaration. A member's 
cooperation would be reviewed on the occasion of the periodic 
reviews of the member's arrears. Directors felt that the timing of 
consideration of the withdrawal of a declaration depended on the 
implementation of the necessary adjustment policies and the 
member's payments record to the Fund; it would not be feasible to 
specify in advance a timetable for consideration of the lifting of a 
declaration of noncooperation. Directors agreed that, as in the case 
of the issuance of a declaration of noncooperation, tl1e withdrawal of 
a declaration of noncooperation should be publicized by issuing a 
press release. 
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As regards the rights approach, the Executive Board decided on 
a one-year extension of the deadline established last year for eligible 
members so as to provide time for them to adopt a comprehensive 
economic program that could be endorsed by the Executive Board as 
a rights accumulation program. 

Concluding Remarks by rhe Acring Chairman 
Overdue Financial Obligarions ro rhe Fund--Review 

of Progress Under rhe Srrengrhened Cooperarive Srraregy, 
and Review of rhe Sysrem of Special Charges 

Executive Board Meeting 95/29, March 27, 1995 

With respect to the rights approach, Directors concluded that 
retention for the three remaining eligible members of the rights 
approach, as an established and effective mechanism, would be 
warranted for the time being, and they agreed on a one-year 
extension until the spring 1996 meeting of the Interim 
Committee. 

Credit Tranche Policies, Stand-by and Extended 
Arrangements, Emergency Assistance 

* 
STAND-BY ARRANGEMENTS 

The Fund is prepared to consider requests by members for stand
by arrangements designed to give assurance that, during a fixed 
period of time, transactions up to a specified amount will be made 
whenever a member requests and without further consideration of its 
position, unless the ineligibility provisions of the Fund Agreement 
have been invoked. The following paragraphs set forth the general 
framework for stand-by arrangements: 

I .  Stand-by arrangements will be limited to periods of not more 

*
For !he form of stand-by arrangcmcms. sec pages 137-42. 
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than six months.
* 

They can be renewed by a new decision of the 
Executive Board. If a member believes that the payments problems 
it anticipates (for example, in connection with positive programs for 
maintaining or achieving convertibility) can be adequately provided 
for only by a stand-by arrangement of more than six months, the 
Fund will give sympathetic consideration to a request for a longer 
stand-by arrangement in the light of the problems facing the member 
and the measures being taken to deal with them. With respect to 
stand-by arrangements for periods of more than six months, the Fund 
and the member might find it appropriate to reach understandings 
additional to those set forth in this decision. 

2 .  I n  considering the request for a stand-by arrangement or re
newal of a stand-by arrangement, the Fund will apply the same poli
cies that are applied to requests for immediate drawings, including 
a review of the member's position, policies and prospects in the 
context of the Fund's objectives and purposes. The Fund will agree 
to a stand-by arrangement only for a member that is in a position to 
make purchases of the same amount of exchange from the Fund. 

3. There will be specified in each stand-by arrangement the trans
actions which may be made under that arrangement. 

4 .  A member having a stand-by arrangement will have the right 
to engage in the transactions covered by the stand-by arrangement 
without further review by the Fund. This right of the member can be 
suspended only with respect to requests received by the Fund after: 
(a) a formal ineligibility, or (b) a decision of the Executive Board to 
suspend transactions either generally (under Article XVI, Section 
l (a)(ii))

** 
or in order to consider a proposal, made by an 

Executive Director or the Managing Director, formally to suppress 
or to limit the eligibility of the member. When notice of a decision 
of formal ineligibility or of a decision to consider a proposal is given 
pursuant to this paragraph, purchases under this stand-by arrange
ment will be resumed only after consultation has taken place between 
the Fund and the member and agreement has been reached on the 

*sec also Decision No. 6783-(81/40). paragraph 6 at page 235. 

**corresponds to Article XXVIJ, Section l (a)(i) of the Articles of Agreement after the Second 
Amendment. 
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terms for the resumption of such purchases. 

5 .  
* 

6. 
* 

7 .  This decision shall continue in effect subject to review by the 
Executive Board from time to time as circumstances warrant. 

Decision No. 270- (53/95;** 

December 23, 1953, as amended by 
Decision Nos. 876-(59115), April 27, 1959, and 

1151-(6116), February 20, 1 961 

GENERAL POLICIES ON USE OF THE FUND'S RESOURCES: 
TRANCHE POLICIES 

. .  The Fund's attitude to requesrs for transacrions within the " first 
credit tranche" . . .  is a liberal one, provided that the member itself 
is making reasonable efforts to solve its problems. Requests for 
transactions beyond these limits require substantial justification. 

Annual Report of the Executive Directors, 
1963, page 1 6. See also Annual Reports, 

1953, 1955. 1959, 1 96 1 ,  and 1962. 

GUIDELINES ON CONDITIONALITY 

The Executive Board agrees to the text of the guidelines on condi
tionality for the use of the Fund's resources and for stand-by ar
rangements as set forth [below]. 

Decision No. 6056- (79138) 
March 2, 1979 

"
For lhe subjecl maner of paragraphs 5 and 6. charges for sland-by arrangemenlS. sec Rule 1-S 

of lhc Rules and Regulations in By-L<11vS, Rules and Regulations. Fifly-Firsl iSS!JC. January I ,  1996. 
"*

A seclion of lhis decision. nol reproduced. provides lhat Decision No. 102-(5211 1 )  would 
cominuc in cffccl after I 953 subjccl lO review from lime lO lime. 
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Use of Fund's General Resources and 
Stand-By Arrangements 

1 .  Members should be encouraged to adopt corrective measures, 
which could be supported by use of the Fund's general resources in 
accordance with the Fund's policies, at an early stage of their 
balance of payments difficulties or as a precaution against the 
emergence of such difficulties. The Article IV consultations are 
among the occasions on which the Fund would be able to discuss 
with members adjustment programs, including corrective measures. 
that would enable the Fund to approve a stand-by arrangement. 

2.  The normal period for a stand-by arrangement will be one 
year. If, however, a longer period is requested by a member and 
considered necessary by the Fund to enable the member to implement 
its adjustment program successfully, the stand-by arrangement may 
extend beyond the period of one year. This period in appropriate 
cases may extend up to but not beyond three years. 

3.  Stand-by arrangements are not international agreements and 
therefore language having a contractual connotation will be avoided 
in stand-by arrangements and letters of intent. 

4. In helping members to devise adjustment programs, the Fund 
will pay due regard to the domestic social and political objectives, 
the economic priorities, and the circumstances of members, including 
the causes of their balance of payments problems. 

5 .  Appropriate consultation clauses will be incorporated in  all 
stand-by arrangements. Such clauses will include provision for con
sultation from time to time during the whole period in which the 
member has outstanding purchases in the upper credit tranches. This 
provision will apply whether the outstanding purchases were made 
under a stand-by arrangement or in other transactions in the upper 
credit tranches. 

6 .  Phasing and performance clauses will be omitted in stand-by 
arrangements that do not go beyond the first credit tranche. They 
will be included in all other stand-by arrangements but these clauses 
will be applicable only to purchases beyond the first credit tranche. 
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7.  The Managing Director will recommend that the Executive 
Board approve a member's request for the use of the Fund's general 
resources in the credit tranches when it is his judgment that the 
program is consistent with the Fund's provisions and policies and 
that it will be carried out. A member may be expected to adopt some 
corrective measures before a stand-by arrangement is approved by 
the Fund, but only if necessary to enable the member to adopt and 
carry out a program consistent with the Fund's provisions and poli
cies. In these cases the Managing Director will keep Executive 
Directors informed in an appropriate manner of the progress of 
discussions with the member. 

8. The Managing Director will ensure adequate coordination in 
the application of policies relating to the use of the Fund's general 
resources with a view to maintaining the nondiscriminatory treatment 
of members. 

9 .  The number and content of performance criteria may vary be
cause of the diversity of problems and institutional arrangements of 
members. Performance criteria will be limited to those that are 
necessary to evaluate implementation of the program with a view to 
ensuring the achievement of its objectives. Performance criteria will 
normally be confined to (i) macroeconomic variables, and (ii) those 
necessary to implement specific provisions of the Articles or policies 
adopted under them. Performance criteria may relate to other varia
bles only in exceptional cases when they are essential for the effec
tiveness of the member's program because of their macroeconomic 
impact. 

10 .  In programs extending beyond one year, or in circumstances 
where a member is unable to establish in advance one or more per
formance criteria for all or part of the program period, provision will 
be made for a review in order to reach the necessary understandings 
with the member for the remaining period. In addition, in those 
exceptional cases in which an essential feature of a program cannot 
be formulated as a performance criterion at the beginning of a 
program year because of substantial uncertainties concerning major 
economic trends, provision will be made for a review by the Fund to 
evaluate the current macroeconomic policies of the member, and to 
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reach new understandings if necessary. In these exceptional cases the 
Managing Director will inform Executive Directors in an appropriate 
manner of the subject matter of a review. 

l l .  The staff will prepare an analysis and assessment of the per
formance under programs supported by use of the Fund's general 
resources in the credit tranches in connection with Article I V  consul
tations and as appropriate in connection with further requests for use 
of the Fund's resources. 

1 2 .  The staff will from time to time prepare, for review by the 
Executive Board, studies of programs supported by stand-by arrange
ments in order to evaluate and compare the appropriateness of the 
programs, the effectiveness of the policy instruments, the observance 
of the programs, and the results achieved. Such reviews will enable 
the Executive Board to determine when it may be appropriate to have 
the next comprehensive review of conditionality. 

RELATIONSHIP BETWEEN PERFORMANCE CRITERIA AND 
PHASING OF PURCHASES UNDER FUND ARRANGEMENTS
OPERATIONAL GUIDELINES 

( l )  As a general rule, every effort should be made to limit the lag 
between the beginning of the annual program period and the date of 
discussion by the Executive Board of supporting annual arrangement 
(or the annual segment of a multiyear arrangement) to a minimum. 
This would facilitate the inclusion of quarterly performance criteria 
throughout the program period and of purchases throughout the pe
riod of the arrangement, thereby strengthening the link between Fund 
financing and adjustment. 

(2) Particular attention should be given to minimizing lags in 
reporting of data relating to performance criteria without loss of 
reliability of data. It would be reasonable for the Fund to expect that 
all members seeking the Fund's support should be able to limit 
reporting lags to two months. In very exceptional cases where re
porting lags exceed two months, the staff will explain the reasons for 
such lags as well as the steps being taken to reduce them. 
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(3) Every effort should be made to limit the period between the 
approval of an adjustment program by management and the date 
when the supporting arrangement is discussed by the Executive 
Board to no more than three months. Should the period be exceeded, 
the staff would confirm before the Board discussion of the ar
rangement that the program as originally proposed remains generally 
appropriate. In those exceptional cases where the delay indicates a 
significant slippage in the implementation of the agreed program, the 
staff would renegotiate the program, including the performance 
criteria and phasing of purchases. 

(4) There would be no fewer than four purchases during a 
12-month period of the arrangement, five being the preferred course 
of action. The purchase dates would also be distributed as evenly as 
possible throughout the arrangement. However, problems have often 
been experienced in this regard because of a bunching of the first 
two purchases under an arrangement and/or the last purchase occur
ring unduly early before the end of the arrangement. In order to 
avoid such problems, as a general rule, the date of the second 
purchase would not be earlier than two months from the initial 
purchase on approval of the arrangement and the date of the last 
purchase would not be earlier than two months before the end of the 
arrangement. One possible exception would be the case where initial 
Executive Board approval has been only in principle and final appro
val follows later by up to 30 days. 

(5) The test dates for performance criteria would also be d istribut
ed as evenly as possible through the period of the arrangement. 
Normally the date of the first performance test would not be earlier 
than the date on which the arrangement becomes effective, and the 
date of the last performance test would not be earlier than three 
months from the end of the arrangement. 

(6) Every effort should be made to include performance criteria 
initially for as much of the 1 2-month period of the Fund arrangement 
as possible. However, it may not be possible always to establish in 
advance one or more performance criteria for part of the period of 
the arrangement because of substantial uncertainties about major 
economic trends and normal time lags between the completion of 
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negotiations on the arrangement and Board discussion of the ar
rangement. Taking imo account both sets of factors, as well as the 
actual experience in recent years. it would be reasonable to expect 
that, as a normal rule, performance criteria would be included ini
tially which would govern purchases over a period of at least six 
months of the arrangement. This would normally involve at least two 
sets of performance criteria. Where this minimum period is not 
met, the staff report would include a full explanation of the 
underlying reasons. 

(7) As a general rule, indicative targets would be included at the 
outset for that part of the 12-month arrangement for which perfor
mance criteria are yet to be established. Provision will also be made 
for a review in order to replace these indicative targets later with 
performance criteria. Indicative targets will also be included for the 
last month of the arrangemem period. 

(8) In the case of segments within the framework of a multiyear 
arrangement, normally performance criteria would be set up to the 
end of each underlying annual program period. The purchase after 
the end of the underlying annual program (which may be the last 
purchase under the preceding segment of the arrangement or the first 
purchase under the subsequent segment) would be contingent both on 
understandings being reached with the Fund on the next year's un
derlying program and on observance of performance criteria for the 
end of the preceding program period or established in the context of 
the member's new program, or on a waiver being approved by the 
Board in the case of nonobservance of these performance criteria. 

(9) Notwithstanding the foregoing, in the case of extended ar
rangements, performance criteria and purchases could be phased at 
semiannual intervals, provided that appropriate monitoring of macro
economic developments would be ensured. normally in the form of 
quarterly benchmarks. 

Decision No. 7925-(85138) 
March 8, 1985, as amended by 

Decision No. 8887-(88/89), June 6, 1988 
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GUIDELINES ON PERFORMANCE CRITERIA WITH RESPECT TO 

FOREIGN BORROWING 

The Executive Board approves the Chairman·s summing up on 
external debt management policies as set forth [below]. 

Decision No. 6230-{791140) 
August 3, 1979, as amended by 

Decision No. 11096-(95/100), 
October 25, 1995 

The Chairman 's Summing Up on External Debt 
Management Policies 

In the context of a general discussion of the issues relating to 
external debt management policies, the Executive Board considered 
the following guideline on the performance criteria with respect to 
foreign borrowing: 

When the size and the rate of growth of external indebtedness is a 
relevant factor in the design of an adjustment program. a performance 
criterion relating to official and officially guaranteed foreign borrowing will 
be included in upper credit tranche arrangements. The criterion will include 
foreign loans with maturities of over one year, and in appropriate cases. 
other financial instruments that have the potemial to create substantial 
external liabilities for governments. The criterion will usually be formulated 
in terms of debts contracted or authorized. However, in appropriate cases. 
it may be formulated in terms of net disbursements or net changes in the 
stock of external official and officially guaranteed debt. Flexibility will be 
exercised to ensure that the use of the performance criterion will not 
discourage capital flows of a concessional nature by excluding from the 
coverage of performance criteria loans defined as concessional on the basis 
of currency-specific discount rates based on the OECD commercial interest 
reference rates, and including a grant element of at least 35 percent. 
provided that a higher grant element may be required in exceptional cases. 
Normally, the performance criterion will include a subceiling on foreign 
debt with maturities of over one year and up to five years. Additional 
subceilings may also be included on debt with specified maturities beyond 
five years or with a specified grant element lower than 35 percent. 
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Adoption of this guideline will be subject to the understanding that 
the staff will be guided also by the following points: 

1 .  The above guideline will be applied with a reasonable degree 
of flexibility while safeguarding the principle of uniformity of 
treatment among members. The external debt guideline should be 
interpreted in the light of the general guidelines on conditionality 
(Decision No. 6056-(79/38)), especially guideline No. 4, which 
states: 

In helping members to devise adjustment programs, the Fund will pay 
due regard to the domestic social and political objectives, the economic 
priorities, and the circumstances of members, including the causes of their 
balance of payments problems. 

Also, guideline No. 9 includes the following: 

The number and content of performance criteria may vary because of 
the diversity of problems and institutional arrangements of members. 
Performance criteria will be limited to those that are necessary to evaluate 
implementation of the program with a view to ensuring the achievement of 
its objectives. 

Furthermore, guideline No. 8 states: 

The Managing Director will ensure adequate coordination in the 
application of policies relating to the use of the Fund's general resources 
with a view to maintaining the nondiscriminatory treatment of members. 

2 .  I n  analyzing the amount and terms of new borrowing that 
would be appropriate-in the member's circumstances-over the 
medium term, the staff will take into account prospective 
developments in the member's external payments situation and the 
profile of its external indebtedness. 

3 .  In formulating external debt criteria, the staff will be mindful 
of the need to ensure consistency between external debt management 
policies and domestic financial policies. Where external debt per se 
is not a matter for concern, but adjustment programs have as a main 
objective to reduce excess demand pressures and restore overall 
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balance to the public sector finances, the credit ceiling for the public 
sector would cover both domestic and foreign financing of the over
all public sector deficit. 

4. Normally the performance criterion will relate to official and 
officially guaranteed foreign borrowing. The coverage will include 
official entities for which the government is financially responsible 
as well as private borrowing for which official guarantees have been 
extended and which, therefore, constitute a contingent liability of the 
government. 

5 .  In cases where the member's external debt management policy 
covers private sector borrowing without official guarantee and rhere 
is an established regulatory machinery 10 control such borrowing, it 
will be proposed rhat rhe performance criterion on foreign borrowing 
should be adapted accordingly. 

6. The staff is encouraged to include shon-term debt of a 
maturity of less than one year in rhe performance criteria relating to 
foreign borrowing, while allowing some flexibility in light of the 
different institutional reporting procedures employed by members 
and the statistical difficulties of recording that category. 

7. The guideline provides for excluding from the coverage of 
performance criteria those loans defined as concessional on the basis 
of currency-specific discount rates based on the OECD commercial 
interest reference rates and including a specified grant elemem. In 
some cases, member countries utilize credits associated with 
concessional loans. The staff will take this into account in discussing 
the appropriate amount of borrowing. 

GUIDELINES ON PERFORMANCE CRITERIA WITH RESPECT TO 

FOREIGN BORROWING-CHANGE IN IMPLEMENTATION OF 

REVISED GUIDELINES 

For purposes of implementation of the Guidelines on Performance 
Criteria with Respect to Foreign Borrowing, as amended (Decision 
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No. 6230-(791140), the Executive Board endorses the revised method 
of calculation of the discount rate described in SM/96/86 (4/8/96). 

SM/96186 

Decision No. 11248-(96138), 
Apri/ 15, 1996 

Hence, the staff proposes that under arrangemenrs approved from 
May 1 ,  1996 onwards, the average of CIRRs over the last ten years 
should be used as the discount rate for assessing the concessionality 
of loans of a maturity of at least 1 5  years. One effect of this change 
will be that some loans from multilateral development banks and 
from some bilateral creditors, including OECF of Japan. will be 
treated as concessional and excluded from borrowing limits in Fund 
arrangements. This should alleviate some operational problems that 
have arisen in the treatment of these loans. 

Similar problems of frequent classification changes arise in 
assessing the concessionality of loans with shorter maturities. For 
these loans, it is proposed that instead of current CIRRs, the average 
CIRRs of the preceding six-month period (February 1 5  to August 1 4  
or August 15  to February 14) be used i n  assessing the 
concessionality. This approach would follow more closely that used 
by the OECD and would reduce the frequency of changes in 
assessments of concessionality. 

To both the ten-year and six-month averages, the same margins 
for differing repayment periods as those used by the OECD would 
continue to be added (0. 75 percent for repayment periods of less than 
1 5  years, 1 percent for 1 5  to 1 9  years, 1 . 15 percent for 20 to 29 
years, and I .  25 percent for 30 years or more). Table 1 shows current 
CIRRs, six-month average CIRRs, and the ten-year averages of 

* 
CIRRs at end-1995. 

* 
Where a ClRR is not available for a g1ven currency or time period, a rate based on five-year 

government bond yields in the currency concerned is used as a proxy in Table I .  
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The staff proposes to follow this approach as an interim 
methodology to ensure that frequent changes in the assessment of 
concessionality are minimized and that longer term multilateral and 
bilateral loans are not subject to the borrowing limits in Fund 
arrangements in a way that was not intended by the Board. This issue 
would be reviewed in the context of the review of borrowing limits 
envisaged before the end of the year referred to above.

* 

Accordingly, the attached decision is proposed for adoption by the 
Executive Board on a lapse-of-time basis . . .  

MISREPORTING AND NONCOMPLYING PURCHASES UNDER FUND 

ARRANGEMENTS-GUIDELINES ON CORRECTIVE ACTION 

[n a few cases, it has been found that a member has made a pur
chase under a stand-by or extended arrangement which it was not 
entitled to make by the terms of the arrangement (a "noncomplying 
purchase"). The purchase was permitted because, on the basis of the 
information available to it at the time, the Fund was satisfied that all 
performance criteria that were applicable to the purchase under the 
arrangement, or other conditions applicable to purchases under the 
terms of the decisions on the arrangement, had been observed, but 
this information later proved to be incorrect. When such a case arises 
in the future, the member will be called upon to take corrective 
action regarding a noncomplying purchase, to the extent that it is still 
outstanding, either by repurchase or by the use of its currency in 
transactions and operations of the Fund, unless the Fund decides that 
the circumstances justify the member's continued use of the 
purchased resources. Steps should also be taken to improve the 
accuracy and completeness of the information to be reported to the 
Fund by the member under the arrangement and to define perfor
mance criteria and other applicable conditions in a manner that 
would facilitate accurate reporting. 

The Fund adopts the following guidelines, which shall apply to 
purchases made after the date of this decision: 

* 
It is imcnded 10 usc the 10-year averages at end-1995 throughout l996. 
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1 .  Whenever evidence comes to the attention of the Fund indi
cating that a performance criterion or other condition applicable to 
an outstanding purchase made within the previous two years under 
a stand-by or extended arrangement may not have been observed, the 
Managing Director shall promptly inform the member concerned. 

2 .  If, after consultation with the member, the Managing Director 
finds that, in fact, the criterion or condition was not observed, he 
shall promptly notify the member of his finding. At the same time, 
he shall submit a report to the Executive Board together with his 
recommendations, which may include a recommendation that the 
member be called upon to take corrective action pursuant to pa
ragraph 3 or that the nonobservance be waived pursuant to para
graph 4 .  The recommendations of the Managing Director shall be 
submitted to the Executive Board on a lapse-of-time basis giving 
Executive Directors a period of at least 1 0  days during which they 
could ask that the matter be placed on the agenda of the Executive 
Board for consideration. 

3 .  Unless the decision of the Executive Board is to grant a waiver 
pursuant to paragraph 4 or to take other action, the member shall be 
expected to repurchase from the Fund the outstanding amount of its 
currency resulting from the noncomplying purchase normally within 
a period of 30 days from the date of the Executive Board decision 
referred to in paragraph 2. Instead of repurchasing, the member may 
request the Fund to use an equivalent amount of its holdings of the 
member's currency in the Fund's transactions and operations, but if 
such use cannot be made within 20 days from the date of the Exe
cutive Board decision the member shall be expected to make a repur
chase in accordance with this paragraph. 

4 .  A waiver will normally be granted only if the deviation from 
the relevant performance criterion or other condition was minor or 
temporary, or if subsequent to the purchase the member had adopted 
additional policy measures appropriate to achieve the objectives of 
the program supported by the arrangement under which the purchase 
was made. 
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5 .  If  a repurchase pursuant to the expectation under paragraph 3 
has not been effected, the Managing Director shall submit promptly 
a report to the Executive Board accompanied by a proposal on how 
to deal with this matter, in which he may recommend that the Fund 
initiate action under Article V, Section 5 of the Articles. 

6 .  Provision shall be made in Fund arrangements for the suspen
sion of further purchases under an arrangement whenever a member 
fails to meet a repurchase expectation pursuant to these guidelines. 

7 .  Nothing in these guidelines shall limit the power of the Fund 
to take, in cases of noncomplying purchases, other action that could 
be taken pursuant to the Fund's Articles and Rules. 

Decision No. 7842-(841165) 
November 16, 1984 

The Executive Board agreed . . .  that, if a member were failing 
to meet a repurchase expectation pursuant to the Guidelines on 
Corrective Action with respect to a noncomplying purchase, the Fund 
would not negotiate or approve either a stand-by or extended 
arrangement for the member or the use of the Fund's general re
sources outside an arrangement, as in the case of an overdue finan
cial obligation to the Fund. 

EBM/85126, page 19 

EXCLUSION OF CREDIT TRANCHES AND EXTENDED FACILITY 

1 .  
* 

*Paragraph I of this decision appears on page 515. 
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2.  
* 

3 .  In paragraph 1 of the standard form of stand-by and extend
ed arrangements the words. "after making full use of any reserve 
tranche that it may have at the time of making a request for a 
purchase under this arrangement," shall be deleted. 

4 .  The amendment of  stand-by and extended arrangements pur
suant to paragraph 3 above shall apply also to purchases made and 
holdings acquired after the date of this decision under arrangements 
approved prior to the date of this decision. 

5 .  The Fund will review this decision before April 30, 1984. 

Decision No. 6830-(81 165) 
April 22, 1981, effective May 1 ,  1981 

ELIMINATION OF AUGMENTATION OF RIGHTS TO PURCHASE 

UNDER STAND-BY AND EXTENDED ARRANGEMENTS 

The texts of stand-by and extended arrangements approved after 
the date of the Second Amendment, including the texts of such ar
rangements in connection with the supplementary financing facility, 
shall not provide for the augmentation of rights to make purchases 
under the arrangements. 

EXTENDED FUND FACILITY 

I .  

Decision No. 5706-(78/39) 
March 22, 1978 

(i) The Executive Directors have been considering the establish
ment of an extended facility for members that would enable the Fund 

*
Paragraph 2 of this decision which was incorporated in paragraph 4(a) of Decision No. 

4377-(74/!14) was deleted. (Decision No. 10182-(92/132), November 3, 1992). 
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to give medium-term assistance in the special circumstances of 
balance of payments difficulty that are indicated in this decision. The 
facility, in its formulation and administration, is likely to be 
beneficial for developing countries in particular. 

(ii) The Executive DirectOrs have noted the studies prepared by 
the staff, including SM/74/58 ("Extended Fund Facility, ., 

March 8, 
1974), and especially paragraphs 1 2  to 16 of that memorandum, in 
which certain situations to which an extended facility could apply. 
are described as follows: 

"(a) an economy suffering serious payments imbalance 
relating to structural maladjustments in production and 
trade and where prices and cost distortions have been 
widespread; 

(b) an economy characterized by slow growth and an inher
ently weak balance of payments position which prevenrs 
pursuit of an active development policy. "  

(iii) The Executive Directors have noted the support for a n  ex
tended facility by the Committee of the Board of Governors on the 
Reform of the International Monetary System and Related Issues. 

(iv) Taking into account the considerations set forth above, and 
in particular the exceptional problems faced by some members, the 
Executive Directors have decided to establish a facility in accordance 
with the terms set forth in Section II of this decision for the purpose 
of giving such members medium-term assistance, consistenrly with 
Article l(v) and the other purposes of the Fund, under extended 
arrangements. 

II. 

1 .  The Fund will be prepared to give special assistance to mem
bers to meet balance of payments deficits for longer periods and in 
amounts larger in relation to quotas than has been the practice under 
existing tranche policies. Such assistance will be given in the form 
of extended arrangements in support of comprehensive programs that 
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include policies of the scope and character required to correct struc
tural imbalances in production, trade, and prices when it is expected 
that the needed improvement in the member's balance of payments 
can be achieved without policies inconsistent with the purposes of the 
Fund only over an extended period. The Fund will pay particular 
attention to the policy measures that the member intends to imple
ment in order to mobilize resources and improve the utilization of 
them and to reduce reliance on external restrictions, the time re
quired for these measures to have the intended effect on the balance 
of payments, and such other factors as the Fund considers relevant 
to the member's circumstances. 

2. A member that contemplates making a request for an extended 
arrangement should consult the Managing Director before making a 
request under this decision. A request by a member for an extended 
arrangement in order to deal with a problem of the kind referred to 
in this decision will be met, subject to paragraphs 3 and 4 below, if 
the Fund is satisfied that: 

(a) the solution of the member's balance of payments problem 
will require a longer period than the period for which the 
resources of the Fund are available under existing tranche 
policies, and 

(b) the member has presented: 

(i) a program, setting fonh the objectives and policies for 
the whole period of the extended arrangement. and ade
quate for the solution of the member's problem; and 

(ii) a detailed statement of the policies and measures for the 
first 1 2  months constituting an initiation of the program 
referred to in (i) considered substantial in the member's 
circumstances, 

with the understanding that, for each subsequent 12-month period, 
the member will present to the Fund a detailed statement of the 
progress made, and the policies and measures as in (ii) that will be 
followed, to further the realization of the objectives of the program 
referred to in (i) with such modifications in the member's policies as 
might reasonably be considered necessary to assist it to achieve its 
objectives in changing circumstances. 
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3 .  Extended arrangements under this decision will be for periods 
not exceeding three years; where appropriate, and at the request of 
the member, the period of an existing extended arrangement may be 
lengthened up to four years. Each arrangement will prescribe the 
total amount, and the annual installments within the total, available 
in  accordance with the original or any modified terms of the arrange
ment. Purchases in respect of each installment will be phased over 
the period in which it is available and will be subject to suitable 
performance clauses related to the implementation of those policies 
that are necessary for achieving the objectives of the program that 
the member has adopted as the basis for an extended arrangement. 

4 .  (a) 
* 

(b) In order to carry out the purposes of this decision, the 
Fund will be prepared to �rant any waiver of the conditions of Arti

cle V ,  Section 3(a)(iii) * when necessary to permit purchases 
under this decision or to permit purchases under other policies that 
would raise the Fund's holdings of a member's currency above the 
limits referred to in that provision because of purchases outstanding 
under this decision. 

5 .  A member that has obtained an extended arrangement under 
this decision will make repurchases corresponding to purchases 
under the extended arrangement to the extent that such purchases are 
still outstanding, as soon as its balance of paymems problems have 
been overcome and, in any evem, within an outside range of four ro 
ten years after each purchase. Not later than four years after the 
first purchase under the extended arrangement the member will 
propose to the Fund a schedule of repurchases for all purchases 
outstanding under the extended arrangement. Normally, schedules 
under this paragraph will provide for repurchases in respect of each 
purchase of 12  equal six-monthly installments. 

6. When purchases are made under extended arrangements gran
ted pursuant to this decision, the Fund will so indicate in an 

*
Deleted (Decision No. 10182-(92/132), November 3. 1992). 

**corresponds 10 Anicle V. Section 3(b)(iii) of the Anicles of Agreemem after the Second 
Amendment. 
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appropriate manner. 

7 .  The Fund will levy charges on holdings of a member's cur
rency resulting from purchases outstanding under this decision in 
accordance with Executive Board Decision No. 4378-(74/ 1 1 4). 
adopted September 1 3 ,  1974. 

8. Except as otherwise provided in this or in any subsequent 
related decisions, extended arrangements shall be subject to the 
Fund's decisions and policies on stand-by arrangements. 

9. The Fund will review this decision in the light of experience 
and developing circumstances when the total amount of purchases 
that could be made under extended arrangements is equivalent to two 
billion special drawing rights, and in any event not later than 
July 3 1 ,  1976. 

Decision No. 4377-(741114) 
September 13, 1974, as amended by 

Decision Nos. 6339-(791179), December 3, 1979, 
6830-(81/65), April 22, 1981, effective May 1, 1981, 

8885-(88!89), June 6, 1988, 
10182-(921132), November 3, 1992, and 

10186-(921132), November 3, 1992 

EXTENDED FUND FACILITY: REVIEW OF DECISION 

I .  The Executive Directors have reviewed Decision No. 4377-
(741 1 14), adopted September 1 3 ,  1974, relating to the Extended 
Fund Facility, in accordance with paragraph 9 of that decision. 

2 .  The Executive Directors have decided not to modify the 
decision at this time but they will review the adequacy of its 
provisions further at an appropriate time and in any event when the 
total amount of the purchases that could be made under extended 
arrangements is equivalent to SDR 2 billion. 

1 3 3  
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1 .  Pursuant to Decision No. 7 157 -(82/93), adopted July 7, 1982. 
the Fund has reviewed the provisions of the Extended Fund Facility 
further, together with a review of the Fund's stand-by arrangements, 
and decides that the provisions of the Extended Fund Facility remain 
appropriate in present circumstances. 

2. The Fund will again review programs supported by stand-by 
and extended arrangements, not later than December 3 1 ,  1984. This 
review will examine the appropriateness of the provisions of the 
Extended Fund Facility and the guidelines on conditionality, with 
particular reference to the imporrance of ensuring the revolving 
character of the Fund's resources. Decision No. 7558-(831156) 

November 16, 1983 

1 .  Pursuant to Decision No. 7558-(83/156), adopted Novem
ber 16,  1983,  the Fund has reviewed the programs supported by 
stand-by and extended arrangements. as well as the appropriateness 
of the provisions of the Extended Fund Facility, and of the guidelines 
on conditionality and decides that the provisions of the Extended 
Fund Facility and the guidelines on conditionality remain appropriate 
in the present circumstances. 

2 .  The Fund will again review the programs supported by stand
by and extended arrangements, and the appropriateness of the pro
visions of the Extended Fund Facility, and of the guidelines on 
conditionality, not later than December 3 1 ,  1985. 

Decision No. 7857-(8411 75) 
December 5, 1984 

I .  Pursuant to Decision No. 7857-(84/ 175), adopted Decem
ber 5, 1984, the Fund has reviewed the conditionality that the Fund 
applies for transactions in the upper credit rranches with particular 
reference to the Fund's experience from recent programs supported 
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by stand-by and extended arrangements from the Fund. In  the con
text, the Fund has also reviewed the provisions of the Extended Fund 
Facility and the guidelines on conditionality. 

2 .  The Fund finds that the conditionality of the Fund, including 
provisions of the Extended Fund Facility and the guidelines on 
conditionality, remains appropriate in the present circumstances. 

3 .  The Fund will again review the experience relating to pro
grams supported by stand-by and extended arrangements, and the 
provisions of the Extended Fund Facility and the guidelines on con
ditionality, at an appropriate time pursuant to paragraph 12  of the 
guidelines on conditionality. 

Decision No. 8192-(86113) 
January 27, 1986 

1 .  Pursuant to Decision No. 8 1 92-(8611 3) ,  adopted January 27, 
1986, the Fund has reviewed the experience with recent programs 
supported by stand-by and extended arrangements, and decides that 
the provisions of the Extended Fund Facility and the guidelines on 
conditionality will remain in force in the present circumstances. 

2 .  The Fund will again review the experience relating to pro
grams supported by stand-by and extended arrangements at an 
appropriate time pursuant to paragraph I 2 of the guidelines on con
ditionality. At that time, the Fund will also review the provisions of 
the extended Fund facility. 

3 .  In the light of forthcoming discussions by the Executive Board 
on issues relating to conditionality, the Executive Board will decide 
when it may be appropriate to have the next comprehensive review 
of conditionality. 
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I .  Pursuant to Decision No. 8583-(87 /72) adopted May 8 .  1987, 
the Fund has reviewed the experience with recent programs support
ed by stand-by and extended arrangements, and decides that the 
guidelines on conditionality will remain in force in the present cir
cumstances. 

2 .  In view of the comprehensive reconsideration of the extended 
Fund facility undertaken in 1988, the Fund decides to postpone the 
review of the provisions of the extended Fund facility envisaged in 
Section 2 of Decision No. 8583-(87 /72). 

3 .  The Fund will again review the experience relating to 
programs supported by stand-by and extended arrangements at an 
appropriate time pursuant to paragraph 1 2  of the guidelines on condi
tionality. At that time, the Fund will also review the provisions of 
the extended Fund facility. 

Decision No. 9189-(89177) 
June 19, 1989 

I .  Pursuant to Decision No. 9 1 89-(89177), adopted June 19,  
1989, the Fund has reviewed the experience with recent programs 
supported by stand-by and extended arrangements and the provisions 
of the extended Fund facility. 

2 .  The guidelines on conditionality and the provisions of the 
extended Fund facility will remain in force in the present circum
stances. 

3 .  The Fund will again review the experience with programs 
supported by stand-by and extended arrangements at an appropriate 
time pursuant to paragraph 12  of the guidelines on conditionality. At 
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that time, the Fund will also review the provisions of the extended 
Fund facility. 

Decision No. 9790-(911106) 
July 31,  1991 

I .  Pursuam to Decision No 9790-(911 106). adopted July 3 1 .  
! 99 1 ,  the Fund has reviewed the experience with recent programs 
supported by the stand-by and extended arrangements and decides 
that the guidelines on conditionality will remain in force in the 
present circumstances. 

2. The Fund decides to postpone until an appropriate time the 
review of the provisions of the extended Fund facility envisaged in 
Section 3 of Decision No. 9790-(9 1 1 1  06). 

3 .  The Fund will again review the experience with programs 
supported by stand-by and extended arrangements at an appropriate 
time pursuant to paragraph 12 of the guidelines on conditionality. 

Decision No. 10723-(94/58), 
June 30, 1994 

STAND-BY AND EXTENDED ARRANGEMENTS-STANDARD 

FORMS 

The Executive Board approves the standard forms of stand-by and 
extended arrangements contained in Attachments A and B to 
SM/93/207 (9/3/93), and the standard clauses contained in Attach
ment C to SM/93/207, to be added to those arrangements in cases of 
requests for (i) a decision on external contingency financing under 
the compensatory and contingency financing facility in association 
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with an arrangement, or (ii) set-asides in support of operations 
involving debt reduction. 

Decision No. 10464-(9311 30) 
September 13, 1993 

Attachmem A 

Form of Stand-By Arrangement 

Attached hereto is a letter [, with annexed memorandum.] dated 
from (Minister of Finance and/or Governor of Central 

------

Bank) requesting a stand-by arrangement and setting forth: 

(a) the objectives and policies that the authorities of (member) 
intend to pursue for the period of this stand-by arrangement: 

(b) the policies and measures that the authorities of (member) 
intend to pursue the [first year] of this stand-by arrangement: 
and 

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

To support these objectives and policies the International 
Monetary Fund grants this stand-by arrangemem in accordance with 
the following provisions: 

I .  [For a period of years from ] [For 
the period from to ] (member) will 
have the right to make purchases from the Fund in an amount 
equivalent to SDR million, subject to paragraphs 2. 3 ,  4. 
and 5 below, without further review by the Fund. 
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2. (a) Purchases under this stand-by arrangement shall not, 
without the consent of the Fund, exceed the equivalent of SDR 

million, provided that purchases shall not exceed the 
equivalent of SDR million unril , and the 
equivalent of SDR million until 

------

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

(c) None of the limits in (a) or (b) above shall apply to a 
purchase under this stand-by arrangement that would not increase the 
Fund's holdings of (member's) currency subject to repurchase 
beyond 25 percent of quota. 

3 .  (Member) will not make purchases under this stand-by 
arrangement that would increase the Fund's holdings of (member's) 
currency subject to repurchase beyond 25 percem of quota: 

(a) during any period in which the data at the end of the 
preceding period indicate that

* 

(i) [the limit on net international reserves of [Central Bank] 
described in paragraph _ of the attached [letter] 
[memorandum]], or 

(ii) [the limit on the net domestic borrowing of the public 
sector described in paragraph _ of the attached [letter] 
[memorandum]], or 

(iii) [the limit on the net domestic assets of the Central Bank 
described in paragraph of the attached [letter] 
[memorandum)]. or 

(iv) [these provisions would incorporate other [quantitative or 
structural] performance criteria monitored at the end of 
the preceding period] 

*
The performance critcri:1 enumerated here are mdicative only. 
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[specified in [Tables 1 ,  2, 3, and 4] [paragraphs . . . . . .  ], 
respectively, of the [Jetter] [memorandum] is not observed; or 

(b) [if at any time during the period of the arrangement] [while] 

(i) [the limit on the contracting and guaranteeing of external 
public debt with original maturity of _ described in 
paragrap h _  of the attached [letter] [memorandum]], or 

(ii) [the limit on external payments arrears described in 
paragrap h _  of the attached [letter] [memorandum]], or 

(iii) [these provisions would incorporate other [quantitative or 
structural) performance criteria continuously monitored] 

[specified in [Tables 5, 6, and 7] [paragraphs _] , respec
tively, of the [letter] [memorandum] is not observed, or 

(c) after and ___ , until the respective review[s] 
contemplated in paragraph _ of the atrached [letter] [memorandum l 
is [are] completed, or 

(d) if at any time during the period of the stand-by arrangement, 
( member) 

(i) imposes or intensifies restrictions on the making of 
payments and transfers for current inrernational 
transactions, or 

(ii) introduces or modifies multiple currency practices; or 

(iii) concludes bilateral payments agreements which are incon
sistent with Article VIII, or 

(iv) imposes or intensifies import restrictions for balance of 
payments reasons. 

When (member) is prevented from purchasing under this stand-by 
arrangement because of this paragraph 3, purchases will be resumed 
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only after consultation has taken place between the Fund and (mem
ber) and understandings have been reached regarding the circumstan
ces in which such purchases can be resumed. 

4. (Member) will not make purchases under this stand-by ar
rangement during any period in which (member) has an overdue 
financial obligation to the Fund or is failing to meet a repurchase 
expectation (a) in respect of a noncomplying purchase pursuant to 
Decision No. 7842-(84/ 165) on the Guidelines on Corrective Action, 
or (b) in respect of a purchase in support of debt and debt service 
reduction operations pursuant to Decision No. 933 1 -(89/1 67), as 
amended, or (c) pursuant to subparagraph 1 6(a) or 33(a) of Decision 
No. 8955-(88/126), as amended, on the Compensatory and Contin
gency Financing Facility. 

5. (Member's) right to engage in the transactions covered by this 
stand-by arrangement can be suspended only with respect to requests 
received by the Fund after (a) a formal ineligibility. or (b) a decision 
of the Executive Board to suspend transactions, either generally or 
in order to consider a proposal, made by an Executive Director or 
the Managing Director, formally to suppress or to limit the eligibility 
of (member). When notice of a decision of formal ineligibility or of 
a decision to consider a proposal is given pursuant to this para
graph 5, purchases under this arrangement will be resumed only after 
consultation has taken place between the Fund and (member) and 
understandings have been reached regarding the circumstances in 
which such purchases can be resumed. 

6. Purchases under this stand-by arrangement shall be made in 
the currencies of other members selected in accordance with the poli
cies and procedures of the Fund, unless, at the request of (member), 
the Fund agrees to provide SDRs at the time of the purchase. 

7. (Member) shall pay a charge for this stand-by arrangement in 
accordance with the decisions of the Fund. 

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

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

9. During the period of the stand-by arrangement (member) shall 
remain in close consultation with the Fund. These consultations may 
include correspondence and visits of officials of the Fund to (mem
ber) or of representatives of (member) to the Fund. (Member) shall 
provide the Fund, through reports at intervals or dates requested by 
the Fund, with such information as the Fund requests in connection 
with the progress of (member) in achieving the objectives and poli
cies set forth in the attached letter [and annexed memorandum]. 

1 0 .  In accordance with paragraph __ of the attached Jetter, 
(member) will consult the Fund on the adoption of any measures that 
may be appropriate at the initiative of the government or whenever 
the Managing Director requests consultation because any of the 
criteria in paragraph 3 above have not been observed or because the 
Managing Director considers that consultation on the program is 
desirable. In addition, after the period of the arrangement and while 
(member) has outstanding purchases in the upper credit tranches, the 
government will consult with the Fund from time to time, at the 
initiative of the government or at the request of the Managing 
Director, concerning (member's) balance of payments policies. 

Attachment B 

Form of Extended Arrangement 

Attached hereto is a Jetter [, with annexed memorandum,] dated 
____ from (Minister of Finance and/or Governor of Central 
Bank) requesting an extended arrangement and setting forth: 

(a) the objectives and policies that the authorities of (member) 
intend to pursue for the period of this extended arrangement; 
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(b) the policies and measures that the authorities of (member) 
intend to pursue during the first year of this extended 
arrangement; and 

(c) understandings of (member) with the Fund regarding reviews 
that will be made of progress in realizing the objectives of the 
program and of the policies and measures that the authorities 
of (member) will pursue for the second and third years of this 
extended arrangement. 

To support these objectives and policies the International Mone
tary Fund grants this extended arrangement in accordance with the 
following provisions: 

1 .  For a period of [three years] from (member) 
will have the right to make purchases from the Fund in an amount 
equivalent to SDR million, subject to paragraphs 2,  3,  4, 
and 5 below, without further review by the Fund. 

2. (a) Purchases under this extended arrangement shall not, 
without the consent of the Fund, exceed the equivalent of SDR 
_____ million until , the equivalent of SDR 

-----
million until , the equivalent of SDR 
million until , and the equivalent of 

SDR million until 
---- ------

(b) Until (end of second year) purchases under this extended 
arrangement shall not, without the consent of the Fund, exceed the 
equivalent of SDR million. 

(c) The right of (member) to make purchases during the sec
ond and third years shall be subject to such phasing as shall be 
determined. 

3 .  (Member) will not make purchases under this extended ar
rangement: 
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(a) during any period in which the data at the end of the 
preceding period indicate that

* 

(i) [the limit on net international reserves of [Central Bank] 
described in paragraph _ of the attached [letter] 
[memorandum)], or 

(ii) [the limit on net domestic borrowing of the public sector 
described in paragraph _ of the attached [letter] 
[memorandum]], or 

(iii) [the limit on the net domestic assets of the Cemral Bank 
described in paragraph _ of the attached [Jetter] 
[memorandum]], or 

(iv) (these provisions would incorporate other [quantitative or 
structural] performance criteria monitored at the end of 
the preceding period] 

[specified in [Tables 1 ,  2, 3 and 4] [paragraphs __ ] ,  
respectively, of the [letter] [memorandum] i s  not observed; or 

(b) [if at any time during the period of the arrangement] [while] 

(i) [the limit on the contracting or guaranteeing of external 
public debt with original maturity of __ described in 
paragraph _ of the attached [letter] [memorandum]], or 

(ii) [the limit on external payments arrears described in 
paragraph _ of the attached [letter] [memorandum]], or 

(iii) (these provisions would incorporate other [quantitative or 
structural] perfom1ance criteria continuously monitored] 

[specified in [Tables 5, 6 and 7] [paragraphs _], respec
tively, of the [letter] [memorandum]], is not observed, or 

*
The performance criteria enumerated here are indicative only. 

144 



©International Monetary Fund. Not for Redistribution 

USE OF FUND'S RESOURCES: ART. V. SEC. J(a). (b), AND (c) 

(c) after __ and __ , until the review[s] contemplated in 
paragraph _ of the attached [letter) [memorandum] is [are] 
completed, or 

(d) if at any time during the period of the extended arrangement. 
(member) 

(i) imposes or intensifies restrictions on the making of 
payments and transfers for current international 
transactions. or 

(ii) introduces or modifies multiple currency practices; or 

(iii) concludes bilateral payments agreements which are incon
sistent with Article VIII, or 

(iv) imposes or intensifies import restrictions for balance of 
payments reasons. 

When (member) is prevented from purchasing under this extended 
arrangement because of this paragraph 3 ,  purchases will be resumed 
only after consultation has taken place between the Fund and (mem
ber) and understandings have been reached regarding the circum
stances in which such purchases can be resumed. 

4 .  (Member) will not make purchases under this extended ar
rangement during any period in which (member) has an overdue 
financial obligation to the Fund or is failing to meet a repurchase 
expectation (a) in respect of a noncomplying purchase pursuant to 
Decision No. 7842-(84/ 165) on the Guidelines on Corrective Action, 
or (b) in respect of a purchase in suppon of debt and debt service 
reduction operations pursuant to Decision No. 9331 -(891167), as 
amended. or (c) pursuant to subparagraph 16(a) or 33(a) of Decision 
No. 8955-(88/126), as amended. on the Compensatory and Contin
gency Financing Facility. 

5. (Member's) right to engage in the transactions covered by this 
extended arrangemem can be suspended only with respect to requests 
received by the Fund after (a) a formal ineligibility, or (b) a decision 
of the Executive Board to suspend transactions, either generally or 
in order to consider a proposal, made by an Executive Director or 
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the Managing Director, formally to suppress or to limit the eligibility 
of (member). When notice of a decision of formal ineligibility or of 
a decision to consider a proposal is given pursuant to this para
graph 5 ,  purchases under this arrangement will be resumed only after 
consultation has taken place between the Fund and (member) and 
understandings have been reached regarding the circumstances in 
which such purchases can be resumed. 

6 .  Purchases under this extended arrangement shall be made in 
the currencies of other members selected in accordance with the 
policies and procedures of the Fund. unless. at the request of 
(member), the Fund agrees to provide SDRs at the time of the 
purchase. 

7 .  (Member) shall pay a charge for this extended arrangement in 
accordance with the decisions of the Fund. 

8. (a) (Member) shall repurchase the amount of its currency 
that results from a purchase under this extended arrangemem in 
accordance with the provisions of the Articles of Agreemem and 
decisions of the Fund, including those relating to repurchase as 
(member's) balance of payments and reserve position improves. 

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

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

1 0. In accordance with paragraph _ of the attached I etter. 
(member) will consult with the Fund on the adoption of any measures 
that may be appropriate at the initiative of the government or 
whenever the Managing Director requests consultation because any 
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of the criteria in paragraph 3 above have not been observed or 
because the Managing Director considers that consultation on the 
program is desirable. In addition, after the period of the arrangement 
and while (member) has outstanding purchases under this arrange
ment, the government will consult with the Fund from time to time, 
at the initiative of the government or at the request of the Managing 
Director, concerning (member's) balance of payments policies. 

Attachment C 

(i) Standard Clause on External Contingency Mechanism 

(To be inserted in the introductory section of the requested [stand
by] [extended] arrangemenr, in which case that section will be 
broken into two subparagraphs) 

"b. a decision that, should adverse external contingencies 
occur during the period of the program supported by the [stand-by] 
[extended] arrangement, the Fund will provide in association with 
this (stand-by] [extended) arrangement, external contingency 
financing up to a maximum amount equivalent to SDR __ million 
under the Compensatory and Contingency Financing Facility (Deci
sion No. 8955-(88/ 126), adopted August 23,  1988, as amended) and 
in accordance with the factors set out in [memorandum/other relevant 
document], with the understanding that, should favorable external 
contingencies occur during such period, the Fund may make adjust
ments of up to SDR __ million under paragraph 22 of that 
decision, in accordance with the factors set out in [memoran
dum\otber relevant document] . "  

(ii) Standard Clauses on Set Asides in Suppor1 of 
Operations Involving Debt Reduction 

(To be inserted in paragraph 2 of the requested [stand-by] 
[extended] arrangement) 

"(d) Each amount that would be available in accordance with 
paragraphs I [ , ]  [and) 2(a), [2(b), and 2(c)] above shall be reduced by 
an amount equivalent to [25 percent], and these set aside amounts 
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shall be made available in accordance with the terms of this [stand
by][extended] arrangement and subject to the following conditions: 

(i) (member) represems that it has a need to make the 
requested purchase because of use of its reserves or 
impending payments for the discharge of liabilities under 
operations involving debt reduction; and 

(ii) the Fund determines that the requested purchase is 
needed in accordance with (member's) representation and 
that the debt reduction involved is consistent with the 
objectives of the program and the guidelines on Fund 
involvement in the debt strategy. 

(e) If requested by (member), the Fund may decide to make 
available to (member). notwithstanding the phasing specified under 
(a), (b) and (c) above, an amount not exceeding the equivalent of [25 
percent] of the total of purchases that may be made by (member) 
during the remainder of this [stand-by] [extended] arrangement. In 
that event, the right of (member) to make purchases under this 
[stand-by] [extended] arrangement shall be subject to such phasing 
and deduction of amounts for debt reduction as shall be determined. 

(f) If requested by (member), the Fund may decide to dis
continue the deduction of amounts for debt reduction under (d) and 
(e) above if the Fund determines that the objectives of (member's) 
program supported by this [stand-by] [extended] arrangement can be 
achieved without such deductions.·· 

REVIEWS UNDER FUND ARRA NGEMENTS-LAPSE OF TIME 

PROCEDURE 

The Executive Board approves the proposed procedures with 
regard to lapse of time completion of reviews under Fund 
arrangements, as set forth in EBD/96/ 160, Supplement I .  
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EBD/961160 

Supplement 1 

l .  Use of the lapse of time procedure to complete program 
reviews under Fund arrangements may be proposed by the Chairman, 
the Executive Director for the country concerned, or, with that 
Direcror's agreement, one or more other Executive Directors.

* 
The 

proposal would state the reasons why lapse of time consideration 
seemed warranted, and it should be understood that such 
consideration should not be proposed unless: (i) the staff has 
determined that all the performance criteria have been met, or where 
the staff has found that the requested waivers or modifications were 
minor so that the thrust of the policies and objectives supported by 
an arrangement could be maintained; and (ii) there did not appear to 
be any general policy issues requiring Board discussion. 

2. Proposals by the Chairman for lapse of time approval would 
be made when a staff paper is circulated to the Executive Board. 
Proposals by an Executive Director(s) should be made as soon as 
possible after the paper's circulation. Such a proposal should in 
general be made at least five business days prior to the scheduled 
Board date, and would not be entertained if made within the four 
business days prior to that date. 

3 .  An objection to a proposal for lapse of time approval would 
have to be made at least two business days preceding the scheduled 
Board date. The objection of any one Director would be sufficient to 
hold the Board discussion as scheduled, and no reason for the 
objection would need to be stated. 

4. If an objection is received, the discussion will take place on 
the originally scheduled Board date. 

•ll is noted that. in contrast to the lapse of time procedures for Article IV consultations, the 
Chairman could propose lapse of time consideration for program reviews wit how agreement of the 
Executive Director of lhe country concerned. This is in line with current practice where the 
Chairman identities and make proposals for lapse of time consideration of program reviews on the 
basis of his judgment and that of the staff. 
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5.  In the event that no objection is received, the proposed 
decision(s) on the program review would be approved with effect on 
the date of the originally scheduled Board discussion.

* 
A copy of 

the approved decision(s) will be sent by the Secretary to the 
authorities of the country concerned. 

6. The reasons given by Director(s) for proposing the use of the 
lapse of time procedure, and any responses of Directors to that 
proposal and any comments or qualifications expressed by Directors 
when agreeing to the lapse of time proposal, will be circulated to all 
Directors but would not be made part of the formal record of Board 
proceedings. 

7. In cases where program reviews are combined with Article I V  
consultations, it is expected that the lapse of time procedure would 
be resorted to only rarely, even where the program review itself 
could be completed on a lapse of time basis. 

8 .  These procedures will be reviewed together with the review 
of lapse of time procedures for Article IV consultations. 

Emergency Assistance 

EMERGENCY ASSISTANCE-NATURAL DISASTERS 

The Chairman . . .  made his final concluding remarks: 

I think the best thing we can do at this stage is to note the support 
for the flexible practices that have been used in the past and have 
been incorporated in the language of Section III of the paper . . . .  

One of the advantages of the method already in use is that the 
management is allowed to exercise discretion and judgment on what 
constitutes a disaster serious enough to make a country eligible for 

*I! should be noted that under current practice, when a matter is approved under the lapse of 
time procedure unless otherwise specified, the effective date of the decision is the same day as the 
close of the lapse of time period. Consistent with the procedures contained in SM/96/214, 
Supplcmem I ,  the lapse of time period would close two business days prior to the scheduled Board 
date and the effective date of decision would be the originally scheduled Board date. 
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emergency assistance from the Fund. The staff and management 
might miss some of the important points, but close contact with the 
Executive Directors concerned would enable them to receive good 
guidance on whether a given series of events crosses the threshold of 
disaster. Judgments will have to be made on the gravity of the 
situation, on the impact on the balance of payments, and on the type 
of help the Fund can offer the country in question. Such judgments 
would not fit easily into a set of rigid guidelines. The present 
language of Section III [below] seems appropriate, because it gives 
the staff and management general guidance while leaving them the 
necessary flexibility. In any event, it is the Board that will decide on 
each particular case. I am sure that the Board will be happy to have, 
not a legal document, but some guidelines to use as yardsticks in 
reaching those decisions. 

EBM/82116, pp. 1 7-18 

SM/82/7 

III. Issues for Consideration by the Executive Board 

The review of experience suggests that effective emergency assis
tance can continue to be provided to members afflicted by natural 
disasters through a flexible application of the existing policies on use 
of Fund's resources. There is, therefore, no need in the staff's judg
ment for establishing a new facility specifically addressed to cases of 
emergency. Executive Directors may wish to consider the following 
broad guidelines for the provision of emergency assistance to 
members afflicted by natural disasters. 

(a) In most cases in which a member is afflicted by a natural 
disaster, effective assistance would continue to be provided by 
purchases under the compensatory financing facility or by stand-by 
and extended arrangements. However, in those cases where a mem
ber cannot meet its immediate financing needs arising from a major 
disaster, such as flood, earthquake, or hurricane, without serious 
depletion of its external reserves, emergency assistance in the form 
of quick outright purchases would continue, as in the past, to be 
provided under a flexible application of tranche policies. 
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(b) Emergency assistance is designed to provide only limited 
foreign exchange required for immediate relief. In the past, outright 
purchases for emergency situations were provided for relatively 
moderate amounts. In half of the cases, such purchases amounted to 
25 percent of quota; in the remaining half, purchases ranged from 
42-50 percent of quotas. On the basis of experience, the amount of 
resources would continue to be limited to the equivalent of one credit 
tranche, though larger amounts could be made exceptionally avail
able. When need for additional financing is present, it would be best 
provided under the compensatory financing facility and within the 
framework of stand-by and extended arrangements. 

(c) The amount of an emergency purchase would be taken into 
account in determining the size of any additional support under a 
subsequent stand-by or extended arrangement. Moreover, in order to 
avoid double compensation in cases where a member requests a CFF 
purchase subsequent to an emergency purchase, a determination 
would be made at the time of the CFF request of the part of export 
shortfall on which the CFF request is based that has already been 
compensated by the emergency purchase. In accordance with the 
procedures suggested in the Appendix, that part would be deducted 
from the calculated shortfall and an equivalent amount of the emer
gency purchase would be reclassified as a CFF purchase. 

(d) In emergency situations, timing is crucial; quick assistance 
from the Fund can both provide relief and encourage financing from 
other sources. While in most instances, balance of payments 
difficulties will be transitory, understandings are needed to ensure 
that inappropriate policies do not compound the problems caused by 
the disaster. As in the past, a flexible and pragmatic approach will 
be followed to take into account the particular circumstances of the 
country, the nature and the extent of the disaster and the need to 
safeguard the revolving character of Fund resources. 

(e) For purposes of emergency assistance requests, a member 
would be required to describe the general policies it plans to pursue, 
including its intention to avoid introducing or intensifying exchange 
and trade restrictions. The request will be granted when the Fund is 
satisfied that the member will cooperate with the Fund in an effort 
to find, where appropriate, solutions for its balance of payments 
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difficulties. Frequently, at the time of the request of emergency 
assistance, members expressed an imention to devise adjustment pro
grams in consultation with the Fund. but this intention was seldom 
carried out. To strengthen this aspect of the Fund's emergency 
assistance, the member's cooperation with the Fund in designing and 
adopting, when appropriate and as soon as circumstances permit, 
necessary adjustment measures would be one of the elements to be 
considered in the assessment of the requirement of cooperation 
associated with CFF purchases in the upper tranche. Such an ap
proach would be applied so as to allow the assessment of cooperation 
to continue to be made on a pragmatic basis in the light of the nature 
of the difficulties and the circumstances of the member. 

EMERGENCY ASSISTANCE-POST-CONFLICT COUNTRIES 

Summing Up by the Chairman 
Fund Involvement in Post-Conflict Countries 

Executive Board Meeting 95182 - September 6, 1995 

Directors in their majority endorsed the staff's views on 
coordination among the various agencies and bilateral donors and 
creditors involved in assisting countries in post-conflict situations. 
and endorsed the suggestion to expand the scope of the present 
guidelines on emergency assistance to include such situations. 
However, a number of Directors expressed the need for great caution 
given the limited role the Fund can play in such circumstances. 

Directors welcomed the early provision by the Fund of technical 
assistance and policy advice in its areas of expertise. In assessing 
the post-conflict cases reviewed in the paper, they noted that, in 
general, the Fund had been able to provide financial support at a 
relatively early stage, bearing in mind the need for adequate 
safeguards for use of the Fund's resources. 

Looking to the future, Directors emphasized the need for the 
Bretton Woods institutions, the regional development banks, the UN, 
and bilateral donors and creditors to coordinate closely in supporting 
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countries emerging from conflict situations. They observed thai. in 
the post-conflict cases reviewed, the process of coordination had 
benefitted from the leadership of a single agency or bilateral partner. 
and that different agencies or countries had performed this role 
effectively in the various cases. Directors concurred that rhe 
institutional flexibility that has prevailed w date remained 
appropriate. While it was important that a lead be taken by one 
institution or donor, most Directors would not expect the Fund to be 
the lead institution. Directors were in broad agreement that 
coordination would be facilitated through an early preparation. where 
possible, by the affected member and the lead agency, in consultation 
with other relevam agencies and bilateral donors and creditors, of a 
framework paper for organizing technical assistance and financial 
support. Such a report could be similar to a policy framework 
paper, but less comprehensive, and with a shorter time horizon. 

Most Directors thought that the Fund's existing financial 
instruments were adequate to deal with some post-conflict siruations. 
but that they may not be fully suitable, or available, in all cases that 
could merit Fund financial support. A majority of Directors 
endorsed the idea of expanding the scope of the present policy on 
emergency assistance to include carefully defined post-conflict 
situations. However, a number of other Directors saw no need for 
new policies in this area. In their view, experience had shown that 
the Fund was able to provide financial assistance when conditions 
were appropriate. 

Regarding the operational aspects related to the proposed 
expansion of the scope of emergency assistance, most Directors were 
disposed to endorse those proposed by the staff in post-conflict 
situations: where the country's institutional and administrative 
capacity was disrupted as a result of the conflict, so that the member 
was not yet able to develop and implement a comprehensive 
economic program that could be supported by a Fund arrangement. 
but where there was nonetheless sufficient capacity for planning and 
policy implementation and a demonstrated commitment on the pan 
of the authorities; where there was an urgent balance of payments 
need to help rebuild reserves and meet essential external payments 
and a role for the Fund in catalyzing support from other official 
sources; and where Fund support would be part of a concerted 

154 



©International Monetary Fund. Not for Redistribution 

USE OF FUND'S RESOURCES: ART. V, SEC. 3(a), (b), AND (c) 

international effort to address the aftermath of the conflict situation 
in a comprehensive way. 

Directors agreed that access to Fund resources in such cases 
should generally be limited to one credit tranche, and that the access 
policy under the existing emergency assistance guidelines provided 
sufficient flexibility to handle exceptional needs. Directors 
supported having a tranching of total resources in some instances to 
help ensure the effective use of Fund resources and provide an 
incentive to develop a comprehensive economic program. Most 
Directors agreed that the proposed Fund financial assistance for post
conflict countries be made available only if the member intended to 
move within a relatively short time frame to an upper credit tranche 
stand-by or extended arrangement, or to an arrangement under the 
enhanced structural adjustment facility (ESAF). Indeed, the use of 
emergency assistance should be framed in such a manner as to pave 
the way toward the adoption of a program that could be supported by 
such an arrangement. 

For ESAF-eligible members, Directors recognized that 
concessional resources would be appropriate. For these members, 
most speakers indicated that they would favor the approach of 
seeking interest subsidies from bilateral donors on a case-by-case 
basis when Fund resources were provided under the emergency 
policy. Others, however, expressed caution about this approach. 

Directors agreed that Fund assistance, and its conditionality, 
should be tailored to individual country circumstances, and should 
address the need to rebuild the administrative and institutional 
capacity required to put a comprehensive economic program in place. 
Accordingly, conditions would include a statement of economic 
policies; a quantified macroeconomic framework, to the extent 
possible; and a statement by the authorities of their intention to move 
as soon as possible to an upper credit tranche stand-by or extended 
arrangement, or to an ESAF arrangement. Part of the response must 
be a comprehensive technical assistance program, including 
institution-building aspects, and provision for its financing. 

Overall, this has been a productive discussion of Fund 
involvement in post-conflict cases in which Directors have agreed on 
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the fundamental--but generally not the leading--role of the Fund. 
regarding both cooperation with other international agencies and the 
parameters for Fund financial involvement through an expansion of 
the scope of the present policy on emergency assistance. While 
noting the caution expressed by a number of Directors, I would 
propose that we proceed to expand the scope of the emergency 
assistance policy on the basis outlined above. This summing up will 
provide the guidelines for this approach, it being understood that 
Fund support under an arrangement is the approach to be followed 
wherever this is possible, while, in the other cases, emergency 
assistance would be tailored to pave the way in this direction. 
Except as noted above, the provisions of the existing guidelines on 
emergency assistance will apply in post-cont1ict situations. 

EMERGENCY FINANCING MECHANISM 

Summing Up by the Chairman 
Emergency Financing Mechanism 
Executive Board Meeting 95185 -

September 12, 1995 

Directors welcomed the opportunity to consider the elements of a 
proposed "emergency financing mechanism" (EFM) which would 
strengthen the ability of the Fund to respond rapidly in support of 
members facing a crisis in their external accounts and seeking Fund 
assistance. Although the wording "emergency financing mechanism" 
suggests a more ambitious purpose, Directors in fact considered that 
the topic under discussion was an emergency procedure rather than 
a new financing mechanism. 

Directors agreed that the essence of an emergency financing 
mechanism was to provide for exceptional procedures that, in the 
event a member faced a crisis, would facilitate rapid approval of 
Fund support while assuring the conditionality necessary to warram 
such support. In this connection, Directors generally agreed that 
there was not necessarily a link between exceptional procedures to 
facilitate a rapid response on the part of the Fund, on the one hand, 
and exceptional access, or the need for supplementary financing, on 
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the other. However, Directors noted that, in addition to a rapid 
response to an emergency, the Fund may need to provide potentially 
large and front-loaded access, which possibly would imply the need 
to call upon the supplementary resources. Issues related to possible 
expansion of the GAB and/or the supplementary borrowing 
arrangements, and their modalities and criteria for activation, remain 
open for further consideration, and we may need to return to the 
question of linkages to the EFM as those discussions evolve. For the 
moment, however, I believe there is broad agreement among 
Directors on the main aspects of what would constitute emergency 
procedures. 

While noting the staff's assurances regarding "moral hazard" and 
other issues raised during the Board discussion of the role of the 
Fund in August, most Directors stressed the importance of ensuring 
that the use of the emergency procedures would be limited to truly 
exceptional circumstances and that the Fund's role, in the context of 
such use, would remain catalytic. Further, use of emergency 
procedures would not be a guarantee against sovereign default. With 
regard to the key features of these emergency procedures. many 
Directors underscored the critical importance of strengthened Fund 
surveillance, and close cooperation between the Fund and the 
members, in order to help avoid a financial crisis and to facilitate a 
rapid response should a crisis occur. In that context, it was stressed 
by several Directors that it was a member's responsibility to come to 
the Fund early with a strong and comprehensive economic program 
in order to prevent a potential crisis from emerging and to limit the 
cost of repair. 

There was very broad support for the circumstances and 
conditions under which emergency financing procedures could be 
initiated, and for the procedures themselves, as suggested and 
clarified by the staff. Some Directors expressed concern about the 
lack of objective criteria to identify in advance what kind of financial 
crisis would require and warrant a rapid Fund response, but others 
noted that it would be difficult to define beforehand the 
characteristics that would constitute such a crisis. A number of 
Directors would prefer to limit the use of emergency procedures to 
situations involving significant spillover or contagion effects, but 
most noted that such an approach would unduly restrict the 
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availability of emergency procedures. Some Directors pointed to the 
lack of consensus on the meaning, in particular, of the concept of 
systemic effects. 

In  their comments, a number of Directors have emphasized the 
importance of continuous and substantive involvement of the 
Executive Board in the utilization of emergency procedures. I fully 
agree and have assured you that management would inform the Board 
immediately of its intention to activate the emergency procedures. 
Close communication and consultation would be maintained 
throughout the process, about which I will have more to say later in 
this summing up, and I agree on the importance of ensuring early 
and broad-based support in any activation of emergency procedures. 

With reference to the specific elements of emergency procedures, 
I would list them as follows so that there is clarity for members, the 
staff, management, and the Board. 

• The emergency procedures would be expected to be used only in 
rare circumstances that represented or threatened to give rise to a 
crisis in a member's external accounts requiring immediate response 
from the Fund. Identification of such an emergency would be based 
on an initial judgment by management, in consultation with the 
Executive Board, that the member was faced with a truly exceptional 
situation threatening its financial stability, and that a rapid Fund 
response in support of strong policies was needed to forestall or to 
contain significant damage to the country itself or to the international 
monetary system, it being understood that the potential for spillover 
effects would be an important element of the Board's  final judgment. 

• The conditions for activation of emergency procedures would 
include the readiness of the member to engage immediately in 
accelerated negotiations with the Fund, with the prospect of early 
agreement on--and implementation of--measures sufficiently strong 
to address the problem. Prior actions normally would be expected. 
The member's past cooperation with the Fund, in particular its 
record of reporting and responding to the Fund's policy advice in the 
context of regular consultations and continuing surveillance, would 
have a strong bearing on the speed with which the Fund itself could 
assess the situation and agree on necessary corrective measures. Our 
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important operating principle--the stronger the program, the stronger 
the Fund's support--would also apply here. 

• The Executive Board would be informed immediately by 
management of the intention to activate emergency procedures, the 
nature of the emergency and the initial outlines of the planned 
responses by the member and the Fund, and the likely timetable for 
Executive Board discussion of a proposed arrangement. Strict 
confidentiality would need to be maintained, and public statements 
should be careful not to prejudge the Board's exercise of its 
responsibility tO take the final decision. 

• A short written report would be circulated to the Executive Board 
as soon as feasible, describing the member's current economic 
situation. 

• During the negotiations with the member, the Executive Board 
would be briefed regularly on economic and financial developments, 
the progress of negotiations, the likely key parameters of the 
program (including the level and phasing of access), the likely 
impact on the Fund's liquidity and the possible need to activate 
borrowing arrangements, and any changes in the initially envisaged 
timetable for Executive Board discussion of the arrangement. These 
briefings would provide the Board with opportunity to give guidance 
to management and the staff on the country's policies and the 
contemplated Fund assistance. 

• In instances where support from other creditors is likely to be 
important, consultations with key creditors would be initiated at the 
outset of the emergency. The Executive Board would be informed 
of relevant developments in this area, in the context of the regular 
informal briefings. 

• Once agreement had been reached on a program, documents 
would be circulated as soon as possible. The staff would aim to do 
this within, say, five days. The Executive Board would be prepared 
to consider the request for an arrangement as early as 48 to 72 hours 
after circulation of the documentation. Decisions regarding key 
parameters, including access and phasing, would be taken in the 
context of the Executive Board's consideration of the arrangement, 
in accordance with the existing rules and practices of the Fund. 
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• The early involvement and high frequency briefing of the 
Executive Board would be a centerpiece of the procedures facilitating 
a rapid Fund response. Similarly, after approval of the arrangement, 
and during a period of very close monitoring by the staff to allow 
early and continuing assessment of the effectiveness of the member's 
policy response, the Executive Board would continue to be involved 
closely in monitoring progress until the emergency was definitively 
resolved. In most cases, it could be expected that the full review of 
the initial pol icy response and the reaction of markets to these 
policies would be conducted within one to two months of the 
approval of the arrangement, with the aim of allowing modifications 
to policies as necessary in light of the evolving situation. 

• Directors agreed that there would be an understanding, rather than 
a legal obligation, that the member would make early repurchase of 
the resources made available under emergency procedures, provided 
the member overcame its crisis quickly. 

1 conclude from today's  meeting that Directors agree that we 
should strengthen the Fund's ability to act quickly in crisis 
situations. Directors have endorsed the broad outlines of the 
proposed features of what could constitute emergency procedures. 
I will plan to report to the Imenm Committee on this basis. Of 
course, there are issues related to supplementary financing 
arrangements still under discussion. and we will consider any 
implications of such arrangements for rhe emergency financing 
mechanism in due course. 

Currency Stabilization Funds 

The Acting Chairman's Summing Up 
at the Conclusion of the Discussion on Fund 

Support for Currency Stabilization Funds 
Executive Board Meeting 95186 -

September 13, 1995 

The discussion today has buill on our two earlier discussions on the 
general principles of Fund policies that might be followed with regard 
ro currency stabilization funds (CSFs) as well as the operational features 
of the proposed policies. Directors in their majority have supported the 
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conditions and operational characteristics outlined in the statement by the 
staff. However, some Directors continued to express doubt about the 
need for a special policy in this area, and some have mentioned areas of 
concern. Some of you indicated a preference for a special facility, but 
some of those were prepared to support a consensus on the window 
approach. Among the main concerns raised today were the fear that 
establishment of a CSF would appear to signal a Fund preference for a 
fixed exchange rate, the possibility of too frequent use of the exceptional 
circumstances clause and the importance of ensuring that use of the 
exceptional circumstances clause would be very rare, the inherent 
difficulty of assessing the appropriate level of the exchange rate to be 
supported by a CSF, the timing and circumstances of possible 
adjustments to the exchange rate arrangement, and the need to provide 
for adequate safeguards and suitable procedures , including close 
involvement of the Board at all stages. 

With respect to the framework for CSF operations, all Directors 
stressed the importance of the country's having a sound track record, of 
keeping the exchange arrangements under the continuous review both 
during and after the disinflation effort, and of ensuring that CSF 
resources were used as intended--that is, to provide a temporary 
supplement to reserves for confidence building and short-term 
intervention if needed, and not for general balance of payments support. 
In this connection, Directors attached importance to the frequent 
reporting of relevant data, and close monitoring by the staff and the 
Board, as well as the tranching and repurchase/reconstitution provisions. 

Although the sense of the Board is clearly that we should move 
cautiously in this area, it has been broadly agreed that under certain 
conditions the Fund should be prepared to support CSFs within the 
context of upper credit tranche stand-by or extended arrangements. The 
conditions and modalities outlined in the statement by the staff provide 
an appropriate framework for this purpose. Accordingly, the amended 
text of that statement, which is attached to this summing up will provide 
guidelines for the use of Fund resources under a CSF. Executive 
Directors do not expect that there will be frequent recourse to CSFs, nor 
would the Board wish, by establishing CSFs, to signal any preference on 
the part of the Fund for fixed exchange rates or exchange rate based 
stabilization. The staff will discuss alternative approaches and forms of 
Fund support with members and, where a CSF is recommended, will 
clearly explain the rationale for the approach that is being followed in 
the documentation for the Board. Where a CSF is being considered and 
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ar an appropriare poinr, recognizing rhe particular sensitivities of this 
kind of situarion, managemenr will consul! wirh !he Board. It is 
understood rhat any such operations will be approached in an 
experimental fashion, kepr under close review in light of Director's 
concerns and, if necessary, adapted on the basis of experience. 

The Managing Director will make a progress report ro rhe lnrerim 
Committee on the basis of the outcome of 10day's discussion. 

Guidelines for Fund Support 
for Currency Stabilization Funds 

l .  General considerations 

a. Framework and purpose 

Auachment 

Experience has shown rhat under certain circumstances a nominal 
exchange rate anchor can be a powerful instrument, when employed in 
the context of strong macroeconomic srabilization policies, in bringing 
about a rapid decline in inflation. In the framework of a Fund upper 
credit tranche stand-by or extended arrangement, Fund financial support 
for the specific purpose of providing a precautionary pool of resources 
to supplement reserves for a transitional period--that is, a currency 
stabilizarion fund (CSF)--could provide an important elemem of 
additional confidence in support of an exchange-rate-based stabilization 
strategy and, under appropriate conditions, would be consistent with the 
purposes of the Fund. 

In particular, for CSFs to play their intended role, economic policies 
would need to be sufficiently tight ro deliver an inflarion path comparible 
with rhe targered exchange rare anchor--rhar is, the anchor would need 
to be realistic and sustainable on the basis of the member's policies, so 
that little, if any, use of the CSF for exchange market imervemion 
would be expected; i! would need to be understood with the authoriries 
that economic policies would be adapted promptly as necessary in 
response to changing conditions, so as to ensure the maintenance of the 
nominal exchange rare objecrive; and the underlying program would 
need to be fully financed (i .e . ,  withou! taking account of rhe resources 
of the CSF). 
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b. Adjustment strategy 

Fund support for CSFs would be considered in cases of high inflation 
where a nominal exchange rate anchor is adopted as pan of a credible, 
comprehensive adjustment strategy to achieve a rapid and substantial 
decline in inflation and where close monitoring is possible to ensure that 
the exchange rate anchor and supporting policies continue to be 
appropriate. It would be expected that a CSF would be activated at a 
relatively early stage in the process of reducing inflation, but only when 
the Fund can be confident that the member's policies are sufficiently 
strong and will be implemented and adapted as necessary; activation 
could take place at the outset of an arrangement or during the course of 
a review. 

c. Exchange rate arrangement 

The most appropriate exchange rate arrangements tO be supported by 
a CSF would be an exchange rate peg with relatively narrow margins, 
or a preannounced crawl, that would limit the discretionary use of the 
exchange rate. Careful consideration would need to be given to 
establishing the appropriate level at which to establish the exchange rate 
peg (or crawl), avoiding a real exchange rate that is excessively low or 
high relative to historical levels or other relevant indicators. It would 
not be the purpose to maintain the anchor indefinitely, and the 
appropriateness of the exchange rate and the exchange arrangement 
would be kept under continuous review by the authorities and the Fund, 
both during and subsequent to the disinflation effort . 

d. Policy conditions 

The policy conditions necessary to ensure the success of an exchange
rate-based stabilization, and thus essential to Fund support for a CSF, 
include: 1) fiscal adjustment and credit creation consistent with targeted 
inflation; 2) appropriate measures to deal with backward-looking 
automatic wage and other indexation schemes; 3) establishment of a high 
degree of current account convertibility and an open trade regime, and 
other measures to encourage a return of flight capital; 4) contingency 
plans for dealing with large capital outflows or inflows, which would 
depend on full interest rate flexibility and should also involve 
contingency fiscal measures; 5) establishment of imegrated operational 
management of foreign exchange reserves and inrervention policy; and 
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6) other structural and institutional elements supportive of the effon to 
reduce inflation sharply. More specific conditions would depend on the 
particular circumstances of each country. 

e. Co-financing 

I t  would be possible to consider co-financing of CSFs; however, 
certain basic principles would need to govern Fund policies with regard 
to co-financing for Fund-supported CSFs. First, the Executive Board 
would retain control over all use of Fund resources in support of CSFs. 
Second, co-financing should not unduly complicate the operations of 
CSFs. Third, terms associated with resources provided through co
financing should be at least as favorable to the borrower as those 
associated with Fund financing. Fourth, resources made available 
through co-financing procedures should not in any way affect the 
safeguards of Fund resources and the Fund's preferred creditor status. 
If co-financing were judged to be feasible and beneficial in a particular 
case, specific features would need to be determined at that stage. 

2 .  Operational charac1eristics 

a. Structure 

A CSF would be established as an element (or "window") within a 
Fund upper credit tranche stand-by or extended arrangement and would 
have revolving features permitting repeated use under specified 
conditions. ESAF-eligible member countries would be able to use CSFs 
through arrangements in the General Resources Account that would 
operate in parallel to an ESAF arrangement. 

b. Access 

Access under arrangements including a CSF element would be subject 
to the I imits (annual and cumulative) applicable to stand-by and extended 
arrangements. Maximum access under the CSF element would be 100 
percent of quota; this would be a sublimit within the access policy. 
Access under the CSF element would be determined on a "net" basis-
that is, outstanding use of CSF resources could not exceed a specified 
percentage of a member's quota (not exceeding 100 percent in any case), 
taking account of the repurchase and reconstitution procedures set out 
below. The determination of access levels for individual �ases would be 
guided by the usual criteria of need, strength of policies, and capacity 

164 



©International Monetary Fund. Not for Redistribution 

USE OF FUND'S RESOURCES: ART. V. SEC. 3(a). (b), AND (c) 

to repay the Fund, taking into account the adequacy of precautionary 
reserves to instill confidence in the member's exchange rate regime. In 
practice, access under CSFs would be expected to vary considerably on 
a case-by-case basis, depending on the degree to which the assessed need 
for reserves was already met from other sources. 

c. Tranching 

Normally, a CSF would have four equal !ranches, with flexibility to 
raise access under the first tranche to a maximum of 35 percent of the 
size of the CSF with offsetting reductions in the third and fourth 
tranches (i.e., 25/25/25/25 percent or 35125/20120 percent of the size of 
the CSF or other variations in between) depending on the particular 
circumstances of each case. There would also be flexibility, where 
warranted by the circumstances, to vary the number (and consequently 
the size) of tranches within a range of three to five tranches. 

d. Reponing requirements 

The documentation establishing a CSF would specify the precise 
details of the reporting requirements. These would need to be sufficient 
to enable the Board to assess the appropriateness of requests for 
activation, availability of resources and extensions of repurchase 
expectations under a CSF. Daily reporting of key financial variables 
(such as exchange rates, interest rates, exchange market turnover, 
intervention, and reserves) would be expected. Reporting requirements 
could be modified or supplemented by the Executive Board during the 
operation of the CSF as a condition for approving the availability of CSF 
resources or completing reviews under the arrangement. It would 
normally be expected that a Resident Representative would be in place 
to facilitate close monitoring and compliance with the reporting 
requirements. 

e .  AC£ivation and use of CSF 

Activation of the CSF element of an arrangement would be based on 
a determination by the Executive Board that the conditions are 
appropriate. In assessing whether to activate the CSF element, the 
Executive Board would consider whether the exchange rate policy was 
realistic and sustainable; whether the exchange rate policy would be 
firmly supported by fiscal and monetary policies, including rapid policy 
adjustments, as necessary; whether the program is fully financed; and, 
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whether adequate monitoring and reporting procedures are in place and 
functioning properly. 

Upon activation, access to the first tranche would become available. 
The first tranche would represent a form of working balance, which 
could be purchased and held for the duration of the CSF or drawn, 
repaid, and redrawn again without the need for further review by the 
Executive Board so long as the member remained in compliance with the 
arrangement, including supplementary measures (objectively defined) as 
might be required by the Board in connection with the CSF element, 
such as reponing requirements. Decisions to make available CSF 
resources beyond the first tranche would also be made by the Executive 
Board and would take into account, inter alia, assessments of monetary, 
fiscal, and exchange market developments and the sources of exchange 
market pressure; evaluation of past intervention operations and use of 
CSF resources; evaluation of the stance of monetary and fiscal policies, 
including adherence to performance criteria under the arrangement; 
continued compliance with the conditions of integrated foreign exchange 
management; continuous adherence to reporting and monitoring 
requirements; and any other conditions set out at the establishment of the 
CSF. Policy adaptations could be required. Upon approval, resources 
in the upper tranches would remain available for purchase for a period 
of two weeks. At any given point in time, if the member's outstanding 
credit under the CSF fell into a particular tranche, the maximum size of 
a request for availability of resources would be equal to any amount 
remaining unused in that tranche or the size of the subsequent tranche, 
which ever is larger. Drawings beyond the first tranche would normally 
be for the purpose of replenishing some pre-established proportion of the 
member's own reserves used in intervention. 

f. Repurchase/Reconstitution 

CSF purchases would be subject to a one-year repurchase obligation 
in those cases where Article V, Section 4 is applicable.* ** 

A one
year repurchase expectation would apply to those first CSF tranche 
purchases that are not subject to Article V, Section 4.  Tn addition, CSF 
purchases beyond the first tranche would be subject 10 a repurchase 

• Aniclc V. Section 4 would be applicable if the combined amount committed under both the 
traditional and CSF elements of the arrangement would. if purchased. result in the Fund's holding 
of the member's currency exceeding 200 percent of the member's quota. 

**
For stand-by arrangements with more than one year but le ss than 18 months until expiration. 

the repurchase obligation/expectation for purchases in the first tranche would be one year. or set w 
coincide with the expiration date of the arrangement. whichever is longer. 
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expectation that would provide for repurchase within three months; 
requests for extension of such three-month repurchase expectations 
would be permitted, with approval of the Board, up to three extensions, 
so long as the CSF remained in operation. Consideration of requests for 
extension of repurchase expectations would take into account the same 
factors relevant to requests for availability of CSF resources. Failure 
to comply with a repurchase expectation would preclude further use of 
the Fund's general resources until the repurchase expectation had been 
satisfied. Failure to comply with a repurchase obligation would result 
in an overdue obligation to the Fund with all the usual consequences. 

Repurchase of a purchase under the CSF element of the arrangement 
would reconstitute the member's right to request the availability of 
resources under that element, subject to the conditions for such requests 
noted above. 

g. Charges 

Charges associated with CSFs would be the same as those that pertain 
to stand-by and extended arrangements. 

h. Operating procedures 

Procedures for handling Fund operations under CSFs would include: 

• On establishment of a CSF element within a Fund arrangement, a 
monthly report would be circulated to the Board providing a one page 
summary of recent developments and prospects, a table of selected CSF
related economic indicators, and a brief assessment of whether the 
member remains in compliance with all terms and conditions of the CSF 
and the related arrangement; updates would be provided between 
monthly reports if CSF resources were used for sustained intervention. 
If called for, these reports would be supplemented on occasion by 
somewhat longer reports for discussion. All data and information 
circulated in these reports would be treated with the utmost 
confidentiality. CSF-related material would also be covered in staff 
reports for reviews under the arrangement. 

• The Board would be notified immediately of a member's intention to 
request availability of CSF resources . The minimum circulation period 
for the Board to act on a member's formal request for the availability of 
CSF resources would normally be five working days. Under emergency 
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circumstances this could be compressed to 48 hours or, possibly, tn 
informal consultation with the Board, a shorter period. 

• After a request for the availability of CSF resources is received, staff 
would circulate as soon as possible an updated summary of the economic 
situation and a staff assessment of compliance, to be supplemented as 
necessary by a briefing at a Board meeting. Under normal 
circumstances, the period between circulation of the updated summary 
and the Board discussion of the request would be at least 48 hours. 
However, under exceptional circumstances, the circulation period could 
be abbreviated. Disbursement procedures would be in keeping with the 
Fund's Rules and Regulations, i.e. normally requiring three business 
days from initiation of a purchase. 

Debt Strategy 

FUND lNVOL VEMENT IN DEBT STRATEGY 

The Chairman 's Summing Up 
on Fund Involvement in the Debt Strategy 

Executive Board Meeting 89161, May 23, 1989 

This has been an important discussion, following the guidance of 
the last meeting of the Interim Committee, with a view to laying the 
basis for broad guidelines for the Fund's role in the evolving debt 
strategy and, in particular, for Fund support for debt and debt serv
ice reduction. It is clearly the wish of this Board that the Fund dis
charge in full its central responsibilities in the debt strategy, but 
without interference in negotiations between debtors and creditors. 
We recognize that we are at an experimental phase in the debt stra
tegy and will keep all aspects of developments under review as I will 
describe more specifically below. 

In considering Fund support for debt and debt service reduction 
operations in conjunction with appropriate flows of new money, 
Directors emphasized the central importance of sustained implemen
tation of policy reforms in debtor countries. They stressed that all 
parties in the debt strategy should continue to play their respective 
roles and, in  particular, that official creditors should not substitute 
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for private creditors. Fund support for debt reduction operations 
would be linked to medium-term adjustment programs with a strong 
element of structural reform, adopted in the context of stand-by or 
extended arrangements. Particular emphasis would be given to meas
ures that would improve the climate for saving and investment in 
borrowing countries. and help reverse capital flight and attract 
private capital inflows and direct investment. Adherence to MIGA 
was seen by a number of Executive Directors as a useful step in the 
investmem area. Utilization of debt equity swaps. where compatible 
with a member's fiscal and monetary policy framework, has also 
been seen by a number of Directors as a particularly effective means 
of attracting a return of flight capital. 

Executive Directors agreed that requests for Fund support of debt 
and debt service reduction operations would be considered on a case
by-case basis. Particular reference would be made to three ele
ments-the strength of economic policies; the scope for voluntary. 
market-based debt reduction operations that would help the country 
regain access to credit markets and attain external viability with 
growth; and an assessment as appropriate that such operations repre
sent an efficient use of scarce resources. 

Executive Directors strongly emphasized the importance of ensur
ing continued support for countries that have succeeded in main
taining market access and would not engage in officially supported 
debt reduction. The creditor community, including the Fund. will 
need to watch the situation of these countries carefully to ensure that 
they are not harmed by changing circumstances and that appropriate 
assistance continues to be forthcoming. This is an important area to 
which Directors have agreed to return before the Annual Meetings. 

Directors stressed that it will be important to keep the Fund's 
liquidity position under close review. It is considered that the 
provisions for Fund support of debt and debt service reduction opera
tions that have been discussed could be accommodated without an 
undue deterioration in the Fund's liquidity position in the near term. 
However, the implications of the Fund's support of debt and debt 
service reduction operations will need to be taken into account by 
Executive Directors in considering the factors bearing on the need 
for an increase in quotas under the Ninth General Review of Quotas. 
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In panicular, Fund support for debt reduction operations must nor be 
allowed to reduce the Fund's ability 10 support members that are not 
engaging in such operations. 

As regards the particular modalities of Fund support for debt and 
debt service reduction, Executive Directors agreed that in appro
priate cases part of a member's access under an extended or stand-by 
arrangement could be set aside to finance such operations. The exact 
size of the set-aside would be determined on a case-by-case basis. but 
would involve a figure of around 25 percent of access determined on 
the basis of existing access policy. A number of Directors noted the 
importance of principal reduction in helping to ease the member's 
debt burden. and it was agreed that set-aside amoums should be used 
to support operations involving principal reduction, such as debt 
buy-backs or exchanges. 

The availability of the set-aside amounts would generally be 
phased in line with program performance. Where warranred. some 
front-loading could be considered or purchases could be phased in 
accordance with the specific financing needs of the member's debt 
reduction program. 

Directors agreed that there could be an initial release of Fund 
resources in support of debt reduction if the program was on track, 
if the Board was satisfied with the authorities· description of the debt 
reduction program, and on the understanding that debt reduction 
operations would be market based or, at market-related prices, in
volving substantial discounts. Initial purchases under the set-aside 
could be made available from the outset of an arrangement if these 
conditions were met. Otherwise, purchase rights would accumulate 
and be made available upon completion of a revtew by the Board of 
the debt reduction plan. 

Executive Directors also agreed that in appropriate cases the Fund 
would be prepared to approve requests for additional resources of up 

* 
to 40 percent of a member's quota, where such support would be 
decisive in facilitating further cost-effective operations and catalyzing 
other resources, consistent with significant further progress toward 

*This limit was reduced to JO pcrccm of a member's quota (See BuiT/921133). 
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external viability. The additional resources from the Fund are to be 
used for interest support in connection with debt reduction or debt 
service reduction operations. It was understood that the amount of 
additional resources to be provided would be determined on a 
case-by-case basis, in light in particular of the magnitude of the 
member's balance of payments need and the strength of its adjust
ment program as well as its own efforts to contribute resources, as 
feasible, in support of the operations. The limit for additional access 
is not to be regarded as a target. In considering a request for addi
tional resources, the Executive Board would be presented with de
tailed information. as available, on the operations to be supported; 
the timing of actual disbursements to the member would need to be 
determined in light of the specific operations. Access pursuant 
to such requests would be additional to that determined under the 
existing guidelines for enlarged access, it being understood that the 
present policies on enlarged access will continue to apply, including 
the exceptional circumstances clause. 

In the event a commitment by the Fund to provide additional ac
cess for the purposes specified were not used, the commitment would 
expire at the end of the arrangement period. The member would be 
expected to make early repurchases of amounts drawn under a com
mitment of additional access, to the extent that the amounts were not 
used within an appropriate period for the purposes described in the 
member's request. 

Directors stressed the importance of ensuring that resources made 
available for debt and debt service reduction operations were used 
effectively. Directors agreed that there would be a need for periodic 
reviews to consider how debt reduction operations compare to the 
Board's initial expectations; if appropriate, the Board could in such 
reviews reconsider the modalities of the Fund's support for the mem
ber's debt reduction plan. 

Executive Directors noted that the World Bank would likely be 
involved, along with the Fund. in supporting debt reduction opera
tions when these are important elements in a country's financial and 
development strategy. In these cases, Directors stressed that it was 
important that the two institutions work together closely in securing 
effective debt reduction. This does not mean each institution must 
provide equal amounts in each case, as the amounts will need to be 
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taken on a case-by-case basis. The managements of the two institu
tions are working closely on these matrers and Executive Directors 
will be kept informed of the progress made in support of these opera
tions on a continuing basis. 

In discussing financing assurances, Executive Directors reaffirmed 
the basic objectives of the Fund's policy-ensuring that the program 
is fully financed; that the financing is consistent with a return to 
viability and with the ability of the member to repay the Fund; that 
there is fair burden sharing; and that the program, if appropriately 
implemented and supported. would contribute to the maintenance or 
re-establishment of orderly relations between the member and its 
creditors. 

Nevertheless, Directors agreed that there is a need for cautious 
adaptation of the Fund's policy in light of the changed financial 
environment and the possibility that in some cases significant time 
may be needed for banks and the member to agree on an appropriate 
financing package. In such circumstances, the Fund would on a 
case-by-case basis approve an arrangement outright before the 
conclusion of such negotiations, provided that prompt Fund support 
is judged essential for program implementation. that negotiations 
between the member and its bank creditors have begun, and that it 
can be expected that a financing package consistent with external 
viability will be agreed within a reasonable period of time. Mana
gement would continue to consult with Executive Directors at an 
early stage in such cases. Progress in the negotiations with bank 
creditors would be closely monitored, and any unforeseen develop
ment brought to the Board's attention. When circumstances warrant, 
the practice of seeking a critical mass, as well as the possibility of 
approving an arrangement in principle, would remain valid. 

Directors stressed that in promoting orderly financial relations. 
every effort must be made to avoid arrears. which could not be 
condoned or anticipated by the Fund in the design of programs. 
Nevertheless, an accumulation of arrears to banks may have to be 
tolerated where negotiations continue and the country's  financing 
situation does not allow them to be avoided. Directors emphasized 
that appropriate safeguards would need to be incorporated .into the 
monitoring procedures of the Fund arrangement. The Fund's policy 
of nontoleration of arrears to official creditors remains unchanged. 
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The debtor member would be expected to continue to treat creditors 
on a nondiscriminatory basis. Directors agreed that while negotia
tions with bank creditors were continuing, the situation would need 
to be monitored closely. Performance criteria would be quarterly. A 
review of progress in the negotiations would be scheduled at an 
appropriate time and, normally, before the second disbursement. 

These essential points provide a clear, and clearly limited, basis 
for the Fund to proceed with initial country operations. We are at an 
early stage, but we must move forthrightly to begin implementation. 
It is understood that the Fund's policy, and the precise modalities for 
application of the policy, will evolve under the Board's guidance as 
individual cases come forward, or are reviewed, and in light of 
continuing staff studies. We will take stock of progress in connection 
with our discussion of the management of the debt situation before 
the Annual Meetings, and we will plan to review the overall expe
rience in a year or earlier if the situation requires. 

DEBT AND DEBT SERVICE REDUCTION OPERATIONS-EARLY 

REPURCHASE EXPECTATIONS 

In the context of the guidelines on the role of the Fund in the 
debt strategy, the Fund adopts the following decision on expectations 
of early repurchase by members with respect to purchases of addi
tional resources under stand-by or extended arrangements or amounts 
set aside under such arrangements for use in debt and debt-service 
reduction operations involving (i) debt reduction, (ii) interest 
support, or (iii) collateralization of principal in reduced interest par 
bond exchanges. 

A. Failure ro Use Resources for Specified Purposes 

I .  Whenever the Fund approves a member's request for pur
chases of additional resources or amounts set aside under a stand-by 
or extended arrangement pursuant to the Fund's guidelines on the 
role of the Fund in the debt strategy, the Fund shall specify in the 
decision approving the request the purposes for which, and the 
period of time within which, such set-aside amounts or additional 
resources can be used. 
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2 .  If the member, having purchased such set-aside amounts or 
additional resources, has not used them by the end of the specified 
period of time for the specified purposes, the Managing Director 
shall, after consultation with the member, promptly report the matter 
to the Executive Board. In this report, the Managing Director shall 
recommend that the Executive Board decide that the member is ex
pected to make an early repurchase of the set-aside amounts or addi
tional resources that were not used for the specified purposes, or 
shall recommend such other action as may be appropriate. 

3 .  The Fund may decide that the memher shall be expected to 
repurchase the set-aside amounts or additional resources that were 
not used for the specified purposes within 30 days of the decision or 
within such longer period as the Executive Board may specify. 

B.  Subsequent Derailment of Program 

4. (a) If the program of a member that has previously made 
accelerated purchases of amounts set aside under a stand-by or 
extended arrangement is off track on the date a purchase becomes 
available under the phasing provision in the arrangement, and is not 
back on track within 90 days after that date, the Managing Director 
shall report the matter to the Executive Board promptly after the 
expiration of the 90-day period. 

(b) For purposes of this decision, a member's program is off 
track if the member is unable to make a purchase under the arrange
ment because of (i) the nonobservance of a performance criterion, 
the noncompletion of a review or the failure to meet any other condi
tion under the arrangement, or (ii) the cancellation of the arrange
ment by the member before the purchase; the program is back on 
track if the member is again able to make purchases under the 
arrangement. 

(c) Subparagraph (a) shall not apply if, on the date the pur
chase becomes available, all set-aside amounts that were purchased 
by the member by virtue of the acceleration would already have 
become available to the member under the phasing provision in the 
stand-by or extended arrangement in the absence of the acceleration. 
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5 .  In the report submitted under paragraph 4 above, the Manag
ing Director shall recommend such action as may be appropriate, 
including the possibility of an expectation of early repurchase of the 
accelerated set -aside amounts. 

6. (a) In the event that the Executive Board, taking into account 
the member's economic and financial position, decides that the mem
ber shall be expected to repurchase accelerated set-aside amounts, the 
member would be expected to make the repurchase, to the extent that 
such amounts would not yet have become available to the member 
under the phasing provision in the stand-by or extended arrangement 
in the absence of acceleration, within a period specified by the 
Executive Board, provided that such period would not be less than 
30 days. The Executive Board shall give special consideration to 
those cases where the program has gone off track because of cir
cumstances beyond the control of the member. 

(b) A member shall not be expected to repurchase pursuant 
to subparagraph (a) above if its program is back on track within the 
period specified in that subparagraph, or if the Executive Board 
determines that the member has already begun to implement meas
ures designed to bring the program back on track. 

(c) If the Fund finds that the program is back on track after 
the repurchase has been made under this paragraph, the amount of 
the stand-by or extended arrangement shall be increased by an 
amount equivalent to the repurchase, subject to such phasing as shall 
be specified. 

C .  Release of Collateral Financed with Additional 
Resources 

7. The provisions of this section shall apply when a member has 
purchased additional resources to finance the establishment of a 
collateral, and any portion of such collateral is released, subject to 
the following conditions: 

(i) the member has not fully repurchased these additional 
resources from the Fund; and 

(ii) the amount of the aggregate collateral that remains after 
this release is Jess than a threshold amount equal to: 
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the sum of outstanding disbursements to the member of 
additional resources from the Fund and of additional 
funds for debt and debt service reduction from the World 
Bank and from regional development banks ("outstanding 
additional disbursements from IFls"), minus 

any amoums that may have been used previously by the 
member for further debt or debt service reduction opera
tions in accordance with paragraph 8 below. 

8 .  If the member has not used an amount equivalent to the differ
ence between the threshold amount and the remaining aggregate 
collateral ("excess release") for further debt or debt service 
reduction operations within 1 2  months of the release. the Managing 
Director shall, after consultation with the member, promptly report 
the matter to the Executive Board. In this report, the Managing 
Director shall recommend that the Executive Board decide that the 
member is expected to make an early repurchase, or shall recom
mend such other action as may be appropriate. 

9 .  The member will inform the Fund of the release of any portion 
of the aggregate collateral within 5 working days of such release, and 
of any use of the excess release for further debt or debt service 
reduction operations within 30 days of such use. 

10.  The Fund may decide that the member shall be expected to 
repurchase, within 30 days of the decision or within such longer 
period as the Executive Board may decide, an amount equivalent to 
the portion of the excess release that was financed with additional 
resources from the Fund. For purposes of this section, the portion of 
the excess release financed with additional resources from the Fund 
shall be calculated by applying the same proportion to the excess 
release as the amount of the member's outstanding purchases from 
the Fund of additional resources bears to the total amount of 
outstanding additional disbursements from IF Is to the member. 

I I .  For purposes of this Section, and with respect to Fund 
resources made available in accordance with the amended guidelines 
on the role of the Fund in the debt strategy (Summing Up at 
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EBM/94/1 on January 7, 1994). in cases where debt or debt-service 
reduction operations include the establishment of a collateral. any 
porrion of the collateral that has not been financed from additional 
resources from international financial institutions other than the Fund 
shall be deemed to be financed first from additional resources from 
the Fund and, subsequently, from other resources. 

D .  General Provisions 

1 2 .  The Fund shall not approve, and the Managing Director shall 
not recommend for approval, a request for the use of the general 
resources of the Fund by a member that is failing to meet a repur
chase expectation pursuant to paragraph 3 ,  6. or I 0 above. 

1 3 .  (a) Provision shall be made in stand-by and extended ar
rangements for the suspension of further purchases under the 
arrangement whenever a member fails to meet a repurchase expecta
tion pursuant to paragraph 3. 6, or 10 above. 

(b) Paragraph 5 of the standard form of the stand-by ar
rangement in Anachmenr A to Decision No. 6838-(81 170) adopted 
April 29, 1 9 8 1 ,  as amended, shall be modified as follows: 

"(Member) will not make purchases under this stand-by arrange
ment during any period of the arrangement in which (member) has 
an overdue financial obligation to the Fund or is failing to meet 
a repurchase expectation pursuant to the Guidelines on Corrective 
Action in respect of a noncomplying purchase or pursuant to Deci
sion No. 9331 -(89/167), as amended .

.. 

(c) Paragraph 5 of the standard form of the extended ar
rangement in Attachment B LO Decision No. 6838-(81 170) adopted 
April 29, 198 1 ,  as amended, shall be modified as follows: 

"(Member) will not make purchases under this extended arrange
ment during any period of the arrangement in which (member) has 
an overdue financial obligation to the Fund or is failing to meet 
a repurchase expectation pursuant to the Guidelines on Corrective 
Action in respect of .a noncomplying purchase or pursuant to 
Decision No. 9331-(891167), as amended. "  
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14 .  I f  a repurchase pursuant to the expectation under paragraph 3,  
6,  or 1 0  above has not been effected within the specified period of 
time, the Managing Director shall submit promptly a report to the 
Executive Board accompanied with a proposal on how to deal with 
this matter. 

1 5 .  Nothing in this decision shall be deemed to limit the power of 
the Fund to take any other action that may be taken pursuant to the 
Fund's Articles. 

Decision No. 9331-(89/167) 
December 19, 1989, as amended by 

Decision Nos. 9693-(91 148), April 3, 1991 
10056-(92178), June 23, 1992, and 

10547-(9411 ), Januwy 7, 1994 

Summing Up by the Chainnan-Managemenl 
of !he Deb! Silualion 

Executive Board Meeting 9!148, April 3, 1991 

Turning to the modalities of Fund support for debt operations. 
Directors saw no need for substantial modifications to the guidelines 
which, implemented in close collaboration with the World Bank, 
continue to provide the required versatility. They noted, however, 
the need to strengthen existing safeguards to ensure that linkages to 
Fund arrangements in commercial bank agreements do not adversely 
affect the interests of member countries or the Fund. In this regard. 
they observed that "condition precedent" clauses. linking bank 
disbursements to purchases from the Fund, should be discouraged 
where feasible and accepted only when necessary to obtain 
satisfactory bank financing agreements in concerted financing cases. 
In addition, they stressed that "mandatory prepayment" clauses in 
future bank agreements should be structured so as clearly to avoid 
linking bank prepayments to early repurchases made pursuant to 
expectations or obligations established by the Fund. Directors 
emphasized that these safeguards should be taken into account by 
member countries as early as possible in their negotiations with bank 
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creditors. In that connection, a number of Directors observed that 
debtors and creditors should be aware of what the Fund can accept 
and, in the same vein, that members should inform the staff at an 
early stage, and well ahead of agreement with bank creditors. about 
envisaged linkages to Fund arrangements in bank packages. 

Summing Up by the Acting Chairman-Modalities of 

Fund Support for Debt and Debt-Service Reduction 
Executive Board Meeting 94/1, Janu01y 7, 1 994 

The Executive Board agreed to modify the guidelines on the 
Fund's involvemem in the debt strategy that had been established in 
the Chairman's summing up on May 23, 1989. The Board decided to 
eliminate the segmentation requirements in order to facilitate 
commercial bank debt restructuring for some countries with difficult 
debt situations. After this modification, it would be possible to use 
both set-asides and additional resources from augmentation to sup
port operations involving debt reduction, interest support for debt 
and debt-service reduction, and principal collateral for reduced
interest par bonds. provided that such operations satisfied the Fund's 
criteria. The Board also decided to make the consequential amend
ments to the decision on early repurchase expectations with respect 
to debt and debt-service operations. 

Directors noted that decisions by the Fund to support particular 
debt and debt-service reduction packages would continue to be made 
on a case-by-case basis. As set out in the May 1989 guidelines, the 
Board would evaluate any proposed package in light of the strength 
of the member's economic policies, the likelihood that the package 
would help the country regain access to credit markets and attain 
external viability with growth, and an assessment that the package 
represented an efficient use of scarce resources. Directors agreed 
that appropriate balance between debt and debt-service reduction was 
an element to be taken into account in evaluating a proposed 
package. In assessing balance, the Fund would consider a number of 
factors. including (i) whether the resulting debt-service profile on 
restructured debt was consistent with a country's likely medium term 
debt-service capacity:(ii) whether the package, taken as a whole, was 
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cost effective; (iii) whether the package would imply continued com
mercial bank involvement with the debtor country, where such in
volvement would be appropriate and could be expected to provide the 
basis for a subsequem return to spontaneous financing; and 
(iv)-although some Directors questioned the need for such an assess
ment-whether the menu of options included in the package provided 
a sufficiently broad range of alternatives to ensure a high rate of 
participation in the package. As before, the member and its banks 
would be able to allocate the options in a package between debt and 
debt-service reduction so as to tailor them to the needs of each case. 

Under the modified approach, it would generally be expected that 
set-asides would be included in an arrangement if Fund support for 
debt operations was likely to be requested. Priority would be given 
to accumulated set-asides in support of bank debt packages. Augmen
tation of access would be considered only if accumulated set-aside 
resources were insufficient to ensure adequate Fund financing of the 
package, taking into account the criteria specified in the 1989 
guidelines, including the need to catalyze resources from other 
sources and for the member to contribute as feasible, and the 
strength of the member's adjustment program. The consensus of the 
discussion was that acceleration of set-asides would continue to be 
possible, but only if judged absolutely necessary. and normally after 
appropriate use of additional resources. An exception to that set of 
priorities could be permitted where access under an arrangement was 
particularly low, in which case it would be possible to avoid use of 
set-asides and rely solely on augmentation of the arrangement. 

Compensatory and Coutingency Financing Facility 

COMPENSATORY AND CONTINGENCY FINANCING FACILITY
ESTABLISHMENT 

Section I. General Provisions 

1 .  The Fund is prepared to extend financial assistance, in accor
dance with the provisions of this Decision, to members that encoun
ter balance of payments difficulties arising out of (i) temporary 
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export shortfalls, (ii) adverse external contingencies, (iii) excess 
costs of cereal imports, or (iv) excess costs of oil imports. 

2. Purchases under this Decision will be financed with ordinary 
resources. 

3 .  Purchases under this Decision and holdings resulting from 
such purchases shall be excluded for the purposes of the definition 
of "reserve tranche purchase" pursuant to Article XXX(c). 

4. Except for the purpose of determining the level of condition
ality applied to purchases in the credit tranches, the Fund's holdings 
of a member's currency resulting from purchases under any of the 
policies set forth in this Decision shall be considered separate from 
the Fund's holdings of the same currency resulting from purchases 
under any other policy on the use of the Fund's general resources. 
In cases of concurrent requests for purchases under any Section of 
this Decision and for purchases in the credit tranches, purchases 
under this Decision shall be deemed to be made first. 

5 .  In order to carry out the purposes of this Decision, the Fund 
will be prepared to grant a waiver of the limitation of 200 percent of 
quota in Article V, Section 3(b)(iii), whenever necessary to permit 
purchases under this Decision or to permit other purchases that 
would raise the Fund's holdings of the purchasing member's curren
cy above that limitation because of purchases outstanding under this 
Decision. 

6. The Fund shall indicate in an appropriate manner which pur
chases by a member are made pursuant to Section II, III, IV, or V 
of this Decision, and the export shortfall component, the cereal 
import cost component, and the oil import cost component of each 
purchase under Section IV or Section V.  

7.  When a request for a purchase is made by a member under 
any Section of this Decision on account of circumstances that have 
already been taken into account in calculating the amounts of 
purchases made or to be made under any other Section, double 
compensation shall be avoided when calculating the amount of the 
requested purchase. 
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8.  (a) Subject to the other limitations on purchases specified by 
this Decision, the Fund's holdings of a member's currency resulting 
from purchases under this Decision shall not exceed any of the 
following access limits: 

(i) a combined limit of 80 percent of the member's quota for 

the sum of purchases on account of export shortfalls under 
Section II, Section IV, or Section V and purchases on account 
of external contingencies under Section III; 

the sum of purchases on account of export shortfalls under 
Section II, Section IV. or Section V and purchases on account 
of an excess in cereal import costs under Section IV or 
Section V; 

the sum of purchases on accounr of external contingencies 
under Section III and purchases on account of an excess in 
cereal import costs under Section IV or Section V; 

the sum of purchases on account of export shortfalls under 
Section II, Section IV, or Section V and purchases on account 
of excesses in oil import costs under Section V; and 

the sum of purchases on account of excesses in cereal import 
costs under Section IV or Section V and purchases on account 
of excesses in oil import costs under Section V.  

(ii) a limit of 65 percent of the member's quota for purchases 
on account of export shortfalls under Section II, Section IV. or 
Section V if at the time of the request for the purchase the mem
ber's balance of payments position apart from the effects of the 
export shortfall is satisfactory, and a limit of 30 percent of the 
member's quota for such purchases in all other cases; 

(iii) a limit of 30 percent of the member·s quota for purchases 
on account of external conringencies under Section III; 

(iv) a limit of 65 percent of the member's quota for purchases 
on account of an excess in cereal import costs under Section IV 
or Section V if at  the time of the request for rhe purchase the 
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member's balance of payments position apart from the effects of 
the excess in cereal import costs is satisfactory, and a limit of 
1 5  percent of the member's quota for such purchases in all other 
cases; 

(v) a limit of [ ]  percent of the member's quota for purchases 
on account of an excess in oil import costs under Section V if at 
the time of the request for the purchase the member's balance of 
payments position apart from the effects of the excess in oil im
port costs is satisfactory, and a limit of [ ] percent of the mem
ber's quota for such purchases in all other cases; and 

(vi) a combined limit of 95 percent of the member's quota for 
the sum of purchases on account of export shortfalls under Section 
I I ,  Section IV,  or Section V, purchases on account of external 
contingencies under Section I I I ,  purchases on account of an excess 
in cereal import costs under Section I V  or Section V, and 
purchases on account of an excess in oil import costs under 
Section V .  

(b) Notwithstanding the provisions of subparagraph (a)(ii), 
(iii), (iv), and (v) above, the limits of 30, 1 5 ,  and [ ] percent above 
may be exceeded to permit additional purchases under this Decision, 
provided that the aggregate amount of Fund's holdings of the mem
ber's currency resulting from such additional purchases shall not 
exceed 20 percent of the member's quota. 

9. In providing financing pursuant to this Decision, the Fund, as 
under other policies of the Fund, shall pay due attention to the mem
ber's capacity to service its financial obligations to the Fund, and, 
having regard to the outstanding financial obligations of the member 
to the Fund, may reduce the amount of financing accordingly, 
notwithstanding any other provision in this Decision. 

10. (a) Wherever used in this Decision, the expression "Fund 
arrangement" will mean a stand-by or an extended arrangement. It 
will also mean a Structural Adjustment Facility (SAF) arrangement 
or an Enhanced Structural Adjustment Facility (ESAF) arrangement, 
provided that the Fund shall decide to provide financing on the basis 
of a SAF or ESAF arrangement only if the program supported by the 
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arrangement, at the time of the decision, meets the criteria for the 
use of the Fund's general resources in the upper credit tranches. 

(b) The total amount available under Section III to a member 
eligible for SAF or ESAF arrangements shall not exceed the total 
amount that would be available under that Section to the same mem
ber if it were not so eligible. 

Sec1ion !1. Compensatory Financing of Export Fluctualions 

1 1 .  The Fund is prepared to assist members, particularly primary 
exporters, encountering payments difficulties produced by temporary 
export shortfalls, and has decided that such members may continue 
to expect that their requests for purchases will be met, subject to the 
provisions of this Decision, where the Fund is satisfied that: 

(a) the shortfall is of a short-term character and is largely 
attributable to circumstances beyond the control of the member; and 

(b) the member satisfies the conditions of cooperation with 
the Fund in accordance with paragraph 12 .  

1 2 .  (a) Subject to the provisions of subparagraphs (b) and (c) 
below, a member may expect that its request for a purchase on 
account of an export shortfall under this Section, Section IV, or Sec
tion V will be met immediately, whenever the purchase would not 
cause the Fund's holdings of the member's currency resulting from 
such purchases to exceed: 

(i) 30 percent of the member's quota, if the Fund is satisfied 
that the member will cooperate with the Fund in an effort to find, 
where required, appropriate solmions for its balance of payments 
difficulties; and 

(ii) 50 percent of the member's quota, if the member has a 
Fund arrangement, in support of a program that meets the criteria 
for the use of the Fund's general resources in the upper credit 
tranches, under which performance is broadly satisfactory, or if 
the Fund approves such an arrangement for the member at the 
time of the request, or if the member's current and prospective 
policies are such as would, in the Fund's view, meet such criteria. 
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(b) If the Fund considers that the record of the member's 
cooperation with the Fund in an effort to find, where required. ap
propriate solutions for its balance of payments difficulties had not 
been satisfactory, the member may expect that its request for a pur
chase on account of an expon shortfall under this Section, Sec
tion IV, or Section V will be met whenever the purchase would not 
cause the Fund· s holdings of the member's currency resulting from 
such purchases to exceed: 

(i) 1 5  percent of the member's quota, if the Fund is satisfied 
that the member has taken action that gives, prior to submission 
of the request, a reasonable assurance that policies corrective of 
the member's balance of payments problem will be adopted; 

(ii) 30 percent of the member's quota. if the member has a 
Fund arrangement, in support of a program that meets the criteria 
for the use of the Fund's general resources in the upper credit 
tranches, under which performance is broadly satisfactory, or if 
the Fund approves such an arrangement for the member at the 

time of the request, or if  the member's current and 
prospective policies are such as would, in the Fund's view. 
meet such criteria; and 

(iii) 50 percent of the member's quota, if the member has a 
Fund arrangement, in support of a program that meets the criteria 
for the use of the Fund's general resources in the upper credit 
tranches, under which a review is completed by the Fund at the 
time of the request, or if the member's policies in the recent past, 
as well as its current and prospective policies, are such as would, 
in the Fund's view, continue to meet such criteria. 

(c) Notwithstanding subparagraphs (a) and (b) above, if a 
member's balance of payments position apart from the effects of the 
export shortfall is satisfactory, such member may expect that its 
request for a purchase on account of an export shortfall under this 
Section, Section IV, or Section V will be met whenever the purchase 
would not cause the Fund's holdings of the member's currency re
sulting from such purchases to exceed 65 percent of the member's 
quota. 
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(d) Approval in principle of a Fund arrangemenr shall be 
deemed to fulfill the conditions in subparagraphs (a)(i) and (b)(i) 
above. 

(e) When a member has outstanding purchases on accoum of 
excesses in oil import costs under Section V. the limits in subpara
graphs (a), (b), and (c) above shall be reduced in accordance with 
paragraph 44(£). 

(f) Whenever estimated data are used for 9 months or more 
of the 1 2-montb period referred to in paragraph 14. an amount of 
compensatory financing, determined in accordance with this Decision 
as an amount to be purchased under this Section, shall be phased in 
two purchases in accordance with this subparagraph. The two pur
chases shall be governed by the provisions of this subparagraph. The 
member may expect that its request for the first purchase. which 
shall be for up to 65 percent of the amount of compensatory 
financing, shall be met immediately. The member may expect that 
its request for the second purchase, which shall be for up to the 
difference between (i) the amount of compensatory financing recal
culated at the time of the request for the second purchase and (ii) the 
amount of the first purchase, shall be met after actual data become 
available for at least 6 months of the 1 2-month period. provided that: 

the 1 2-month period shall be the same as for the first 
purchase and the second purchase shall be subject to the 
provisions of subparagraph (g) below, 

if policy implementation by the member or the external 
circumstances of the member differ materially from that 
originally anticipated at the time of the request for the first 
purchase, the Fund may decide not to approve, or to reduce 
the amount available under, the second purchase, and 

if the first purchase and the second purchase requested by the 
member would cause the Fund's holdings of the member·s 
currency resulting from purchases under this Section to 
exceed the limit in this paragraph under which the first 
purchase was made, the second purchase shall be subject to 
the relevant provisions of subparagraphs (a), (b). and (c) 
above instead of the provisions of this subparagraph. 
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(g) A purchase under this Section shall not be approved later than 
6 months after the end of the 1 2-month period referred to in para
graph 14,  provided that it may be approved up to 7 months after the 
end of such period if the delay beyond 6 months is the result of 
circumstances external to the member. 

1 3 .  If, in the opinion of the Fund, adequate data on receipts from 
services other than investment income are available, the member re
questing a purchase under this Section shall specify whether the 
receipts shall be included or excluded in the calculation of the 
shortfall. The choice by the member to include such receipts shall 
continue to apply for a period of three years. 

14 .  The existence and amount of an export shortfall for the pur
pose of any purchase under rhis Section shall be determined with 
respect to the latest 1 2-month period preceding the request for which 
the Fund has sufficient statistical data, provided that a member may 
request a purchase in respect of a shortfall year for which not more 
than 12 months of the data on merchandise exports and on receipts 
from services are estimated. 

1 5 .  I n  order to identify more clearly what are to be regarded as 
export shortfalls of a short-term character, the Fund, in conjunction 
with the member concerned, will seek to establish reasonable estima
tes regarding the medium-term trend of the member's exports based 
partly on statistical calculation and partly on appraisal of export 
prospects. For the purposes of this Section, the shortfall shall be the 
amount by which the member's export earnings in the shortfall year 
are less than the geometric average of the member's export earnings 
for the five-year period centered on the shortfall year. In computing 
the five-year geometric average, the Fund, in conjunction with the 
member, will use an estimate based on a judgmental forecast for the 
period of the two post-shortfall years, provided that any amount by 
which the forecast for the period of the two post-shortfall years 
would exceed the member's export earnings for the period of the two 
preshortfall years by more than 20 percent shall not be included in 
such computation. When the Fund allows a member to purchase 
under the proviso in paragraph 14,  the Fund may use such methods 
as it considers reasonable for estimating exports during the period for 
which sufficient statistical data are not available. If, in the opinion 
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of the Fund, adequate data are available for this purpose, the calcula
tions and estimates under this paragraph of earnings from an export 
item shall, with respect to a purchase on account of an export short
fall under this Section or Section IV, be made net of the value of im
ported intermediate inputs, where such value exceeds 50 percent of 
the gross earnings from the export item and the exclusion of the 
value of the export item would increase or reduce by at least 
I 0 percent the amount that could otherwise be purchased on account 
of the export shortfall. 

1 6 .  (a) When a member has made a purchase under the proviso 
in paragraph 14 on the basis of estimated data and the amount of the 
purchase exceeds the amount that could have been purchased on the 
basis of actual data for the full 12-month period under paragraph 1 5 ,  
the member will be expected to make a prompt repurchase i n  respect 
of the outstanding purchase, in an amount equivalent to the excess. 
The calculation of such an excess with respect ro a purchase shall be 
made on the basis of the same post-shortfall year projections used for 
the calculation of the purchase, provided that if the member has 
made more than one purchase with respect to the same 12-month pe
riod, the calculation of any excess with respect to all such purchases 
will be made on the basis of the post-shortfall year projections used 
for the latest of such purchases. 

(b) If a member requests a purchase under this Section in 
relation to a shortfall year that in whole or in part is included in the 
period of the two post-shortfall years concerning any earlier purchase 
under this Section, Section IV, or Section V, the amount of the re
quested purchase shall be adjusted so as to take into account any 
amount by which such earlier purchase differs from the amount that 
could have been purchased on the basis of data available at the time 
of the request. 

(c) Provision shall be made 10 stand-by and extended ar
rangements for the suspension of further purchases under the 
arrangement whenever a member fails to meet a repurchase 
expectation pursuant to subparagraph (a) above. Furthermore, the 
Managing Director shall not recommend for approval, and the Fund 
shall not approve, a request for the use of the Fund's general 
resources by a member that is failing to meet such an .expectation. 
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Section 1/1. External Contingency Financing 

17 .  When approving a Fund arrangemenr, or when completing a 
review under such an arrangement at least six months before the 
expiration date of the arrangement, the Fund will be prepared to 
decide, at the request of the member and subject to the provisions of 
this Decision, that, should unfavorable deviations in the member· s 
balance of payments due to adverse external contingencies occur 
during the period of the program supported by the arrangement, it 
will provide to the member external contingency financing in asso
ciation with the arrangement. 

1 8 .  (a) A decision by the Fund that it will be prepared to provide 
financing under paragraph 1 7  may be taken only in association with 
a Fund arrangement which provides that adjustments to performance 
criteria under the arrangement, including the performance criterion 
pertaining to international reserves, shall be made automatically in 
accordance with subparagraph (b) below in the event that deviations 
in the member's balance of payments due to external contingencies 
occur during the period of the program supported by the arrange
ment. With respect to arrangements under the Structural Adjustment 
Facility, references in this Section to performance criteria shall be 
understood to be to benchmarks under such arrangements. 

(b) The automatic adjustments to performance criteria con
templated in subparagraph (a) above will be made in accordance with 
the terms specified in the arrangement. which shall include the ex
ternal contingencies that will be taken into account and such other 
modalities as the Fund may determine. The external contingencies 
shall relate to key external variables of the member's current account 
that are highly volatile and easily identifiable. 

19 .  (a) When deciding that it will be prepared to provide financ
ing under paragraph 17, the Fund shall specify the maximum amount 
of purchases under this Section that may be permitted in association 
with the arrangement i n  case of unfavorable deviations and the maxi
mum amount by which the arrangement could be reduced in accord
ance with paragraph 22 in the case of a favorable deviation. These 
two maximum amounts will normally be the same. 
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(b) The maximum amount of purchases under this Section 
that may be made in association with a Fund arrangement will gene
rally not exceed 70 percent of the amount of the arrangement. 

(c) When a member makes a request under paragraph 17,  
every effort will be made to obtain contingent financing from other 
sources. 

20. (a) The Fund may provide financing under this Section only 
if: 

(i) an automatic adjustment to the performance criterion 
pertaining to international reserves under the Fund arrangement 
for the member has occurred as contemplated in paragraph 1 8  as 
a result of an unanticipated unfavorable deviation in the member's 
balance of payments; 

(ii) the deviation referred to in subparagraph (i) above is  
outside the control of the member; 

(iii) the member's performance under the associated Fund 
arrangement is satisfactory; 

(iv) the member is prepared to adapt its adjustment policies 
as may be necessary to ensure the viability of the program sup
ported by the associated arrangement through a mix of adjustment 
and financing appropriate to the circumstances of the member; 
and 

(v) the program supported by the associated Fund arrange
ment continues to be adequately financed which, if necessary, may 
include the provision of financing from other sources. 

(b) Financing under this Section shall be provided generally 
on the basis of a review by the Executive Board. 

(c) The amount of financing shall be equal to the amount of 
the adjustment to the performance criterion pertaining to interna
tional reserves contemplated in paragraph 1 8(a), provided that: 
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(i) the amount of financing shall be subject to the maximum 
amount of purchases specified pursuant to paragraph 19(a); 

(ii) the amount of financing shall not exceed the amount by 
which the member's actual balance of payments position at the 
end of the period with respect to which contingency financing is 
requested is less favorable than projected in the member's 
program supported by the associated arrangement; and 

(iii) the Fund's holdings of the member's currency resulting 
from purchases under this Section on account of deviations in net 
interest costs in association with all Fund arrangements for the 

member shall not exceed 25 percent of the member's quota. 

(d) For purposes of applying the limitation in subparagraph 
(c)(iii) above, when a purchase to be made under this Section is 
attributable to unfavorable deviations in net interest costs and in one 
or more other variables relating to external contingencies, the pur
chase shall be allocated between the deviation in net interest costs 
and the other deviations. The portion that is ro be allocated to the 
deviation in net interest costs shall be determined on the basis of the 
share of such deviation in the sum of the deviations. 

(e) When, at the request of a member, the Fund has decided 
to provide financing to the member under this Section that would 
cause the Fund's holdings of the member's currency resulting from 
purchases under this Section to exceed 30 percent of the member's 
quota, the amount of such excess over 30 percent of quota shall not 
be available under paragraph 8(b), in respect of the arrangement in 
association with which the Fund decides to provide such financing, 
for other purchases under this Decision, unless the member notifies 
the Fund that it will not avail itself of such financing in excess of 30 
percent under this Section. 

2 1 .  Purchases under this Section shall be subject to the obser
vance of any applicable performance criteria or other conditions 
specified in the associated arrangement, as if such purchases were 
drawings to be made under that arrangement. Purchases under this 
Section may be phased as specified by the Fund. 
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22. (a) If an automatic adjustment ro a member's performance 
criteria pertaining to international reserves has occurred as 
contemplated in paragraph 1 8  as a result of a favorable deviation in 
the member's balance of payments, the Fund may, taking into 
account the member's level of international reserves, decide to 
reduce the amount of the arrangement by an amount up to the 
difference between the deviation and the automatic adjustment, bur 
not exceeding the maximum amount specified pursuant to paragraph 
19(a) or the amount that would have been financed under this Section 
if the deviation had been unfavorable. 

(b) When one or more purchases under this Section had 
earlier been made by the member, the member may choose to substi
tute for a reduction of the amount of the arrangement a repurchase 
of a corresponding amount of the Fund's holdings of the member's 
currency in respect of such earlier purchases. 

Section IV. Compensatory Financing of Fluctuations in the Cost of 
Cereal Imports 

23.  Until January 13 ,  1998, the Fund will be prepared to extend 
financial assistance subject to the provisions of this Decision to 
members that encounter a balance of payments difficulty produced by 
an excess in the cost of their cereal imports. 

24. For a period of three years from the date of a member's first 
request for a purchase in  respect of cereal imports under Decision 
No. 6860-(8 1181) ,  or under this Section or Section V, any purchases 
by the member in respect of its export shortfalls shall be made under 
this Section instead of under Section II of this Decision. The same 
provision shall apply if, after the end of the three-year period, the 
member makes a new purchase in respect of cereal imports under this 
Section or Section V. 

25 .  A member with balance of payments difficulties may continue 
to expect that its request for a purchase under this Section will be 
met i f  the Fund is satisfied that: 

(a) any shortfall in exports and any excess costs of cereal 
imports that result in a net shortfall in the member's exports are of 
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a short-term character and are largely attributable to circumstances 
beyond the control of the member, and 

(b) the member satisfies the conditions of cooperation with 
the Fund in accordance with paragraph 3 1 .  

26. (a) Subject to the limits specified in paragraphs 8 and 3 1 .  a 
member may request a purchase under this Section for an amount 
equal to the net shortfall in its exports calculated as the sum of its 
export shortfall and the excess in its cereal import costs. 

(b) (i) For the calculation of the net shortfall in exports, an 
excess in exports shall be considered a negative shortfall in ex

ports and a shortfall in cereal import costs shall be considered 
a negative excess in cereal import costs. 

(ii) An export shortfall shall be determined in accordance 
with Section II. 

(iii) An excess in cereal import costs shall be determined 
in accordance with paragraphs 27 and 28. 

27. The existence and amount of an excess in the cost of cereal 
imports shall be determined, for the purpose of purchases under this 
Section, with respect to the latest 1 2-month period preceding the 
request for which the Fund has sufficient statistical data, provided 
that the Fund may allow a member to make a purchase on the basis 
of estimated data in respect of a 1 2-month period ending not later 
than 1 2  months after the latest month for which the Fund has suf
ficient statistical data on the member's cereal import costs. The 
estimates used for this purpose shall be made in consultation with the 
member. The calculation of a member's shortfall or excess in exports 
and its excess or shortfall in the cost of its cereal imports shall be 
made for the same 12-month period. 

28.  In order to identify more clearly what are to be regarded as 
excess costs of cereal imports of a short-term character, the Fund, 
in consultation with the member concerned, will seek to establish 
reasonable estimates regarding the medium-term trend of the mem
ber's cereal import costs. For the purposes of this Section, the excess 
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in a member's cereal imports for the 1 2-month period referred to in 
paragraph 27 shall be the amount by which the member's cereal 
imports in that 1 2-month period are more than the arithmetic average 
of the member's cereal imports for the 5-year period centered on that 
1 2-month period. 

29. The amount of a purchase under this Section, as defined in 
paragraph 26, may be either on account of an export shortfall or on 
account of an excess in cereal import costs, or the amount may con
sist of two components, one on account of an export shortfall and the 
other on account of an excess in cereal import costs. The rotal 
amount of the purchase and the amount of each component are sub
ject to the limits specified in paragraphs 8 and 3 1 .  

30. (a) The part of a purchase relating to an export shortfall, 
subject to the limits in paragraphs 8 and 3 1 ,  shall not exceed the 
lesser of the export shortfall defined in paragraph 26(b)(ii) and the 
net shortfall in exports defined in paragraph 26(a). 

(b) The amount of a purchase relating to an excess in cereal 
import costs, subject to the limits in paragraphs 8 and 3 1 ,  shall not 
exceed the lesser of the excess in cereal import costs defined in 
paragraph 26(b)(iii) and the net shortfall in exports defined in para
graph 26(a). 

31 . (a) The provisions of paragraph 1 2  shall apply to purchases 
on account of export shortfalls under this Section. 

(b) Subject to the provisions of subparagraphs (c) and (d) 
below, a member may expect that its request for a purchase on ac
count of an excess in cereal import costs under this Section or Sec
tion V will be met immediately, whenever the purchase would not 
cause the Fund's holdings of the member's currency resulting from 
such purchases to exceed: 

(i) 15 percent of the member's quota, if the Fund is satisfied 
that the member will cooperate with the Fund in an effort to find, 
where required, appropriate solutions for its balance of payments 
difficulties; and 

(ii) 35  percent of the member's quota, if the member has a 
Fund arrangement, supporting a program that meets the criteria 
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for the use of the Fund's general resources in the upper credit 
tranches, under which performance is broadly satisfactory, or if 
the Fund approves such an arrangement at the time of the request, 
or if the member's current and prospective policies are such as 
would, in the Fund's view, meet such criteria. 

(c) If the Fund considers that the record of the member's 
cooperation with the Fund in an effort to find, where required, 
appropriate solutions for its balance of payments difficulties had not 
been satisfactory, the member may expect that its request for a pur
chase on account of an excess in cereal import costs under this Sec
tion or Section V will be met whenever the purchase would not cause 
the Fund's holdings of the member's currency resulting from such 
purchases to exceed: 

(i) 1 5  percent of the member's quota, if the Fund is satisfied 
that the member has taken action that gives, prior to submission 
of the request, a reasonable assurance that policies corrective of 
the member's balance of payments problem will be adopted; and 

(ii) 35 percent of the member's quota, if the member has a 
Fund arrangement, supporting a program that meets the criteria 
for the use of the Fund's general resources in the upper credit 
tranches, under which a review is completed by the Fund at the 
time of the request, or if the member's policies in the recent past, 
as well as its current and prospective policies, are such as would, 
in the Fund's view, continue to meet such criteria. 

(d) Notwithstanding subparagraphs (b) and (c) above, if a 
member's balance of payments position apart from the effects of the 
excess in cereal import costs is satisfactory, such member may ex
pect that its request for a purchase on account of an excess in cereal 
import costs under this Section or Section V will be met whenever 
the purchase would not cause the Fund's holdings of the member's 
currency resulting from such purchases to exceed 83 percent of the 
member's quota. 

(e) Approval in principle of a Fund arrangement shall be 
deemed to fulfill the conditions in subparagraphs (b)(i) and (c)(i) 
above. 
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(f) When a member has outstanding purchases on account of 
excesses in oil import costs under Section V,  the limits in subpara
graphs (b), (c), and (d) above shall be reduced in accordance with 
paragraph 44(f). 

(g) Whenever estimated data are used for 9 months or more 
of the 12-month period referred to in paragraph 27, an amount of 
compensatory financing, determined in accordance with this Decision 
as an amount to be purchased under this Section, shall be phased in 
two purchases in accordance with this subparagraph. The two pur
chases shall be governed by the provisions of this subparagraph. The 
member may expect that its request for the first purchase, which 
shall be for up to 65 percent of the amount of compensatory financ
ing, shall be met immediately. The member may expect that its re
quest for the second purchase, which shall be for up to the difference 
between (i) the amount of compensatory financing recalculated at the 
time of the request for the second purchase and (ii) the amount of the 
first purchase, shall be met after actual data become available for at 
least 6 months of the 1 2-month period, provided that: 

the 1 2-month period shall be the same as for the first 
purchase and the second purchase shall be subject to the 
provisions of subparagraph (h) below, 

if policy implementation by the member or the external 
circumstances of the member differ materially from that 
originally anticipated at the time of the request for the first 
purchase, the Fund may decide not to approve, or to reduce 
the amount available under, the second purchase, and 

if  the first purchase and the second purchase requested by the 
member would cause the Fund's holdings of the member's 
currency resulting from purchases under this Section to 
exceed the limit in this paragraph under which the first 
purchase was made, the second purchase shall be subject to 
the relevant provisions of subparagraphs (b), (c), and (d) 
above instead of the provisions of this subparagraph. 

(h) A purchase under this Section shall not be approved later 
than 6 months after the end of the 1 2-month period referred to in 
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paragraph 27, provided that it may be approved up to 7 months after 
the end of such period if the delay beyond 6 months is the result of 
circumstances external to the member. 

32 .  A member shall allocate the amount of its purchase as between 
the export shortfall and cereal import components, where the sum of 
the two components, each as limited by paragraph 8.  

(a) exceeds the limit of 80 percent of the member's quota, if, 
at the time of the request for the purchase, the member's balance of 
payments position apart from the effects of the export shortfall or the 
excess in cereal import costs is satisfactory; or 

(b) exceeds the amount that the member may purchase pur
suant to the access limits in paragraph 8, in all other cases. 

3 3 .  (a) When a member has made a purchase under this Section 
on the basis of estimated statistical data and the amount of the 
purchase exceeds the amount that could have been purchased on the 
basis of actual statistical data, the member will be expected to make 
a prompt repurchase in respect of the outstanding purchase, in an 
amount equivalent to the excess. The calculation of such an excess 
with respect to a purchase shall be made on the basis of the same 
post-shortfall year projections used for the calculation of the 
purchase, provided that if the member has made more than one 
purchase with respect to the same 1 2-month period, the calculation 
of any excess with respect to all such purchases will be made on the 
basis of the post-shortfall year projections used for the latest of such 
purchases. 

(b) If a member requests a purchase under this Section in 
relation to a shortfall year that in whole or in part is included in the 
period of the two post-shortfall years concerning any earlier purchase 
under Section II ,  Section V, or this Section, the amount of the re
quested purchase shall be adjusted so as to take into account any 
amount by which such earlier purchase differs from the amount that 
could have been purchased on the basis of data available at the time 
of the request. 

(c) Provision shall be made in stand-by and extended 
arrangements for the suspension of further purchases under the 
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arrangement whenever a member fails to meet a repurchase expecta
tion pursuant to subparagraph (a) above. Furthermore, the Managing 
Director shall not recommend for approval, and the Fund shall not 
approve, a request for the use of the Fund's general resources by a 
member that is failing to meet such an expectation. 

34. (a) Subject to paragraph 33(a), when a reduction in the 
Fund's holdings of a member's currency is attributed to a purchase 
under this Section, the member shall attribute that reduction between 
the outstanding cereal import component and export shortfall compo
nent of the purchase. 

(b) When the Fund's holdings of a member's currency result
ing from a purchase under this Section or Section II are reduced by 
the member's repurchase or otherwise, the member's access tO the 
Fund's resources under this Section will be restored pro ranto, sub
ject to the limits in paragraphs 8 and 3 1 .  

35 .  (a) After the expiration of the period referred to in para
graph 24, the total amount of the export shortfall components of a 
member's purchases outstanding under this Section shall be counted 
as having been purchased under Section II. 

(b) The provisions of Section II shall continue w apply w the 
export shortfall component of a purchase under this Section after the 
expiration of the period referred to in paragraph 24 or the expiration 
of this Section. 

Section V. Compensatory Financing of Fluctuations in the Cost of 
Oil Imports 

36. Until December 3 1 ,  199 I ,  the Fund will be prepared to extend 
financial assistance subject to the provisions of this Decision to 
members that encounter a balance of payments difficulty produced by 
an excess in the cost of their oil imports. 

37.  For the period from the date of a member's first request for a 
purchase in respect of oil imports under this Section through Decem
ber 3 1 ,  1 99 1 ,  any purchase by the member in respect of its expon 
shortfalls or of its excesses in cereal import costs shall be made 
under this Section instead of under Section II or Section IV of this 
Decision. 
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38. A member with balance of payments difficulties may expect 
that its request for a purchase under this Section will be met if the 
Fund is satisfied that: 

(a) any shortfall in exports, any excess costs in oil imports, 
and any excess costs in cereal imports, that result in a net shortfall 
in the member's exports are of a short-term character and are largely 
attributable to circumstances beyond lhe control of the member, and 

(b) the member satisfies the conditions of cooperation with 
the Fund in accordance with paragraph 44. 

39. (a) Subject to the limits specified in paragraphs 8 and 44, a 
member may request a purchase under this Section for an amount 
equal to the net shortfall in its exports calculated as the sum of its 
export shortfall, the excess in its oil import costs, and, i f  cereal 
import costs are to be included in the calculation of the net shortfall 
in exports in accordance with paragraph 24, the excess in irs cereal 
import costs. 

(b) (i) For the calculation of the net shortfall in exports, an 
excess in exports shall be considered a negative shortfall in ex
ports, a shortfall in oil import costs shall be considered a negative 
excess in oil import costs, and a shortfall in cereal import costs 
shall be considered a negative excess in cereal import costs. 

(ii) An export shortfall shall be determined in accordance 
with Section II, and an excess in cereal import costs shall be 
determined in accordance with Section IV. 

(iii) An excess in oil import costs shall be determined in 
accordance with paragraphs 40 and 4 1 .  

(c) For the purposes o f  this Section, oil imports will be 
understood to mean imports of crude petroleum, petroleum products 
and natural gas. Such imports shall be included in the calculation of 
an excess in oil import costs to the extent that, in the opinion of the 
Fund, adequate data are available. 

40. The existence and amount of an excess in the cost of oil im
ports shall be determined, for the purposes of purchases under this 
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Section, with respect to the latest 12-month period preceding the 
request for which the Fund has sufficient statistical data, provided 
that the Fund may allow a member to make a purchase on the basis 
of estimated data in respect of a 1 2-month period ending not later 
than 1 2  months after the latest month for which the Fund has suf
ficient statistical data on the member's oil import costs. The cal
culation of a member's shortfall or excess in exports, of its excess 
or shortfall in the cost of oil imports, and of its excess or shortfall 
in the cost of cereal imports shall be made for the same 1 2-month 
period. 

4 1 .  In order to identify more clearly what are to be regarded as 
excess costs of oil imports of a short-term character, the Fund, in 
consultation with the member concerned, will seek to establish rea
sonable estimates regarding the medium-term trend of the member's 
oil import costs. For the purposes of this Section, the excess in a 
member's oil imports for the 1 2-month period referred to in para
graph 40 shall be the amount by which the member's oil imports in 
that 1 2-month period are more than the arithmetic average of the 
member's oil imports for the 5-year period centered on that 1 2-month 
period. 

42. The amount of a purchase under this Section, as defined in 
paragraph 39, may be on account of an export shortfall, on account 
of an excess in oil import costs, or on account of an excess in cereal 
import costs, or it may be on account of any combination of two or 
three of these components. The total amount of the purchase and the 
amount of each component are subject to the limits specified in 
paragraphs 8 and 44. 

4 3 .  (a) The part of a purchase relating to an export shortfall, 
subject to the limits in paragraphs 8 and 44, shall not exceed the 
lesser of the export shortfall defined in paragraph 39(b)(ii) and the 
net shortfall in exports defined in paragraph 39(a). 

(b) The part of a purchase relating to an excess in oil import 
costs, subject to the limits in paragraphs 8 and 44, shall not exceed 
the lesser of the excess in oil import costs defined in paragraph 
39(b)(iii) and the net shortfall in exports defined in paragraph 39(a). 
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(c) The part of a purchase relating to an excess in cereal im
port costs, subject to the limits in paragraphs 8 and 44, shall not ex
ceed the lesser of the export shorrfall defined in paragraph 39(b)(ii) 
and the net shortfall in exports defined in paragraph 39(a). 

44. (a) The provisions of paragraph 1 2  shall apply to purchases 
on account of export shortfalls under this Section. 

(b) The provisions of paragraph 3 1  shall apply to purchases 
on account of excesses in cereal import costs under this Section. 

(c) Subject to the provisions of subparagraphs (d) to (i) 
below, a member may expect that irs request for a purchase on 
account of an excess in oil imporr costs under this Section will be 
met immediately, whenever the purchase would not cause the Fund· s 
holdings of the member's currency resulting from such purchases to 
exceed: 

(i) ( )  percent of the member's quota if the Fund is satisfied 
that the member will cooperate with the Fund in an effon ro find. 
where required, appropriate solutions for its balance of payments 
difficulties; and 

(ii) [ ] percent of the member's quota if the member has a 
Fund arrangement, in support of a program that meets the criteria 
for the use of the Fund's general resources in the upper credit 
tranches, under which performance is broadly satisfactory, or if 
the Fund approves such an arrangement for the member at the 
time of the request, or if the member's current and prospective 
policies are such as would, in the Fund's view, meet such criteria. 

(d) Subject to the provisions of subparagraphs (e) to (i) 
below, if the Fund considers that the record of the member's coope
ration with the Fund in an effort ro find, where required, appropriate 
solutions for its balance of payments difficulties had not been 
satisfactory, the member may expect that its request for a purchase 
on account of an excess in oil import costs under this Section will be 
met, whenever the purchase would not cause the Fund's holdings of 
the member's currency resulting from such purchases to exceed: 
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(i) [ ]  percent of the member's quota if the Fund is satisfied 
that the member has taken action that gives. prior to the submis
sion of the request. a reasonable assurance that policies corrective 
of the member's balance of payments problem will be adopted: 

(ii) [ ] percent of the member's quota if the member has a 
Fund arrangement, in support of a program that meets the criteria 
for the use of the Fund's general resources in the upper credit 
trancltes, under which performance is broadly satisfactory. or if 
the Fund approves such an arrangement for the member at the 
time of the request. or if the member's current and prospective 
policies are such as would, in the Fund's view. meet such criteria; 
and 

(iii) [ ] percent of the member's quota if the member has a 
Fund arrangement, in support of a program that meets the criteria 
for the use of the Fund's general resources in the upper credit 
tranches, under which a review is completed by the Fund at the 
time of the request. or if the member's policies in the recent past. 
as well as its current and prospective policies. arc such as would. 
in the Fund's view, continue to meet such criteria. 

(e) Notwithstanding subparagraphs (c) and (d) above. if a 
member's balance of payments position apart from the effects of the 
excess in oil import costs is satisfactory. such member may expect 
that its request for a purchase on account of an excess in oil import 
costs under this Section will be met whenever the purchase would not 
cause the Fund's holdings of the member's currency resulting from 
such purchases to exceed [ ] percent of the member's quota. 

(f) Notwithstanding subparagraphs (c). (d) .  and (e) above. 
the Fund's holdings of a member's currency resulting from purchases 
on account of excesses in oil import costs under this Section shall not 
exceed: 

in the case of a member falling under subparagraph (c)(i), 
(d)(i), or (d)(ii) above, the amount of access that remains 
available to the member for purchases on account of export 
shortfalls under Section I I .  Section r v .  or this Section. and 
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in the case of a member falling under subparagraph (c)(ii), 
(d)(iii), or (e) above, the amount of access that remains 
available lO the member either for purchases on account of 
export shortfalls under Section n, Section IV, or this Section 

or for purchases on account of excesses in cereal 
import costs under Section IV or this Section. 

When a member makes a purchase on account of an excess in oil 
import costs under this Section, the access limits in paragraph 12 for 
purchases on account of export shortfalls and the access limits in 
paragraph 3 1  for purchases on account of excesses in cereal import 
costs shall be reduced accordingly. I f  the member falls under sub
paragraph (c)(ii), (d)(iii), or (e) above, it shall, when requesting the 
purchase, specify. in accordance with this subparagraph, the extent 
to which this purchase shall reduce the access limits in paragraph 1 2  
for purchases on account of export shortfalls and the access limits in 
paragraph 3 1  for purchases on account of excesses in cereal import 
costs. 

(g) The Fund shall approve a member's request for a pur
chase on account of an excess in oil import costs under subpara
graph (c), (d) or (e) above only if it is satisfied that the member is 
pursuing appropriate energy policies. 

(h) A purchase under subparagraph (c)(i) or (d)(i) above shall 
be approved by the Fund if the Fund is satisfied, based on a written 
statement submitted by the member, that the member will pursue ap
propriate macroeconomic policies and objectives. 

(i) Except in this subparagraph, when compensatory financ
ing is phased in accordance with this subparagraph, references in this 
Decision to purchases on account of excesses in oil import costs 
under this Section shall be undersrood to apply to the amount of com
pensatory financing before phasing. Whenever estimated data are 
used for 9 months or more of the 12-momh period referred to in 
paragraph 40, the amount of compensatory financing on account of 
an excess in oil import costs under this Section shall be phased in 
two purchases in accordance with this subparagraph. The member 
may expect that its request for the first purchase, which shall be for 
up ro 65 percent of the amount. shall be met immediately. The mem
ber may expect that its request for the second purchase. which shall 
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be for up to the difference between the amount recalculated on the 
basis of the actual data available at the time of the request and the 
amount of the first purchase, shall be met after actual data become 
available for at least 6 months of the 1 2-month period referred to in 
paragraph 40, provided that: 

if policy implementation by the member or the external 
circumstances of the member differ materially from that 
originally anticipated at the time of the request for the first 
purchase, the Fund may decide not to approve. or to reduce 
the amount available under, the second purchase. and 

if the sum of the first purchase and of the second purchase 
requested by the member exceeds the limit in this paragraph 
under which the first purchase was made, the second purchase 
shall be subject to the relevant provisions of subparagraph 
(c), (d) or (e) above instead of the provisions of this 
subparagraph. 

(j) Without prejudice to subparagraph (g) above, approval in 
principle of a Fund arrangement shall be deemed to fulfill the condi
tions in subparagraphs (c)(i) and (d)(i) above. 

45.  A member shall allocate the amount of its purchase as between 
the export shortfall, the oil import, and the cereal import element, 
where the sum of the three components, each as limited by para
graph 8, 

(a) exceeds the limit of [ ] percent of the member's quota. if, 
at the time of the request for the purchase, the member's balance of 
payments position apart from the effects of the export shortfall, the 
excess in oil import costs, or the excess in cereal import costs is 
satisfactory; or 

(b) exceeds the amount that the member may purchase pur
suant to the access limits in paragraph 8. in all other cases. 

46. (a) When a member has made a purchase under this Section 
on the basis of estimated statistical data and the amount of the 
purchase exceeds the amount that could have been purchased on the 
basis of actual statistical data, the member will be expected to make 
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a prompt repurchase in respect of the outstanding purchase, in an 
amount equivalent to the excess. 

(b) If a member requests a purchase under this Section in 
relation to a shortfall year that in whole or in part is included in the 
period of the two post-shortfall years concerning any earlier purchase 
under Section II .  Section IV, or this Section, the amount of the re
quested purchase shall be adjusted so as to take into account any 
amount by which such earlier purchase differs from the amount that 
could have been purchased on the basis of data available at the time 
of the request. 

47. (a) Subject to paragraph 46(a), when a reduction in the 
Fund's holdings of a member's currency is attributed to a purchase 
under this Section, the member shall attribute that reduction between 
the outstanding oil import component, export shortfall component. 
and cereal import component, of the purchase. 

(b) When the Fund's holdings of a member's currency result
ing from a purchase under this Section, Section II, or Section IV are 
reduced by the member's repurchase or otherwise, the member's ac
cess to the Fund's resources under this Section will be restored pro 
tanto, subject to the limits in paragraphs 8 and 44. 

4 8 .  (a) After the expiration of the period referred to i n  para
graph 37, the total amount of the export shortfall componems and of 
the cereal import components of a member's purchases outstanding 
under this Section shall be counted as having been purchased under 
Section II or Section IV, depending on the Section under which they 
would otherwise have been made. 

(b) The provisions of Section II or of Section IV shall con
tinue to apply to the export shortfall and cereal import componems 
of a purchase under this Section after the expiration of the period 
referred to in paragraph 37 or the expiration of this Section. 

Section VI. Transitional and Other Provisions 

49. This Decision shall apply to all purchases on account of export 
shortfalls, on account of external contingencies, or on account of an 
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excess in cereal import costs made after August 23, 1988, provided 
that purchases on account of export shortfalls or on account of an 
excess in cereal import costs that are made before November I ,  1988 
shall be governed by Decision No. 6224-(7911 35) and by Decision 
No. 6860-(81 18 1), as the case may be, if they result from requests 
initiated before the date of this Decision. 

50. For purposes of calculating the Fund's holdings of a member's 
currency under this Decision, purchases made under Decision No. 
6224-(79/1 35) or Decision No. 6860-(81 18 1 )  prior to August 23, 
1988 or under paragraph 3 7,  shall be deemed to have been made 
under Section I I  or Section IV of this Decision, as the case may be. 

5 1 .  Notwithstanding the provisions of paragraph 17 ,  the Fund will 
be prepared to decide, when completing a review of a Fund arrange
ment approved before November I ,  1988, that external contingency 
financing will be provided under this Decision for the remaining 
period of the arrangement, if such period is at least one year. The 
provisions of Section III shall apply to mutatis mutandis that 
decision. 

52. If on August 23,  1988 the Fund's holdings of a member's 
currency resulting from purchases on account of export shortfalls 
exceed 65 percent of the member's quota, purchases by the member 
on account of export shortfalls under Section I I ,  Section IV,  or 
Section V and purchases on account of external contingencies under 
Section II I  may be permitted, up to a transitional combined access 
limit for the sum of such purchases, in excess of the I 05 percent and 
122 percent limits specified in paragraph 8(a). The transitional access 
I imit shall be equal to the sum of such holdings of the Fund 
(expressed in terms of the member's quota) on August 23,  1988 and 
40 percent of the member's quota. The transitional access limit shall 
apply until the Fund's holdings of the member's currency resulting 
from purchases on account of export shortfalls are reduced to 65 per
cent of the member's quota or the Fund's holdings of the member's 
currency resulting from both purchases on account of export short
falls and purchases on account of external contingencies are reduced 
to 105 percent of the member's quota, whichever shall come first. 

5 3 .  (a) Rule I-6(4) shall be amended by inserting the following 
new subparagraph (vi): 
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"or (vi) under the Compensatory and Contingency Financing 
Facility (Executive Board Decision No. 8955-(881 126), as 
amended) . "  

(b) Decision No. 5703-(78/39) shall be amended by inserting 
the following clause in paragraph 1 (a) immediately after the refer
ence to Decision No. 6860-(81/81) :  

"or the decision on the Compensatory and Contingency 
Financing Facility (Decision No. 8955-(881126), as 
amended) . "  

54. Notwithstanding paragraph 13 ,  any member that has specified, 
for a purchase made prior to November 1 5 ,  1990. that receipts from 
travel and workers' remittances shall be included in the calculation 
of the shortfall shall specify, for the first purchase under Section II, 
Section IV, or Section V following November 1 5 ,  1990, whether 
services shall be included or excluded in the calculation of the 
shortfall. 

55 .  Notwithstanding paragraph 36, a purchase under Section V 
may be made after the date of expiration of that Section, if (i) it 
results from a request initiated before such date of expiration and 
relates to a net shortfall year ending not later than Decem
ber 3 1 ,  1991 ,  or (ii) it is a second purchase within the meaning of 
paragraph 44(i), and the first purchase was made prior to such date 
of expiration or was made pursuant to (i) above, provided that a first 
purchase within the meaning of paragraph 44(i) may not be made 
after June 30, 1992. 

56. The Fund will review this Decision not later than January 1 3 ,  
1998. 

Decision No. 8955-(88/126) 
August 23, 1988, as amended by 

Decision Nos. 9101-(89/30), March 7, 1989, 
9153- (89159), May 19, 1989 

9391-(90143), March 22, 1990 
9503-(901114), July 16, 1990 

9586-(901161), November 15, 1 990 
9587-(90/161), November 15, 1990 
9588-(901161), November 15, 1990 
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9604-(90/ 1 70), December 51 1990 
10071- (92185)� July 2, 1992 

10183-(921132)1 November 3, 1992 
1 OJ 86-(9211 32) I November 31 1992 

10398-(93189)� June 23, 1 993 
10725- (94158) I June 24, 1 994 

11 169-(95/122), December 20, 1 995 
1 1 1 70-(95/122)� December 20, 1 995 

11474-(97136)� April 91 1997, and 
I 1475-(97136), April 9, 1997 

Final Version of the Chairman 's Summing Up of the 
Discussions on the Compensawry and Contingency 
Financing Facility Concluded at Executive Board 

Meeting 881105, July 151 1988 

These remarks summarize my understanding of the agreement that 
has been reached on the general principles and specific modalities for 
the compensatory and contingency financing facility. My informal 
remarks of April 7, 1988 (Buff 88/68-Final Version) on the same 
subject form an integral part of the understandings and are included 
as an Appendix

* 
to this Summing Up. 

At the meetings that took place in March and April of this year, 
broad agreement was reached on general principles and a framework 
for the new facility. In particular, it was concluded that the essential 
features of the CFF should be preserved; that contingent Fund fi
nancing could help maintain the momentum of adjustment programs 
against adverse external shocks; and that the basic features of 
contingency mechanisms should include an appropriate blend of 
adjustment and financing, incorporate symmetry, and involve ex
ternal factors beyond the control of authorities, subject to a minimum 
threshold level for activation. To these principles I would add the 
need to pursue parallel contingent financing vigorously where neces
sary and to ensure that programs continue to be adequately financed 

* 
Not included in this publication. 
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when Fund resources are disbursed. It is also important to stress that 
purchases under this facility, as under all Fund facilities, would be 
subject to balance of payments need and that, in providing financing 
under this facility, due attemion will be paid to the member's 
capacity to meet its obligations to the Fund. 

In our meetings over the past few weeks, Directors have reached 
agreement on a number of operational modalities for the new facility 
and the features of this agreement are summarized below. Directors 
also concluded that in order to avoid creating an unduly rigid and 
complex system, many detailed operational aspects of contingency 
financing would have to be developed wirh the authorities at the time 
each associated arrangement is framed, on an experimental and case
by-case basis. As each case comes before the Board. and is com
mented on by Directors, that experience will be duly reflected in 
subsequent cases. Then. before the 1989 Annual Meeting, there will 
be a general review of the compensatory and comingency financing 
facility based on experience with its operations. 

I will now turn to the detailed modalities for the new facility. 

I. Access limits for contingency mechanisms 

Contingent financing would be subject ro the cumulative access 
limits for the facility. In addition. contingent financing would not 
generally exceed 70 percent of access under the associated ar
rangement. For multiyear arrangements there would be a flexible 
approach for distribution of access as between years; normally, some 
frontloading and carryover of access would be provided for, but 
access in any one year would not generally exceed 70 percent of the 
access available under the associated arrangement in each 12-month 
period. 

2. Activation 

Contingency mechanisms would be attached to Fund arrangements 
and would be approved by the Executive Board at the time of the 
approval of the associated arrangement. Contingency mechanisms 
generally would be activated on the basis of a review by the Exe
cutive Board. Such reviews would normally be conducted within the 
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context of a mid-term program review. although in some cases it 
might be useful to conduct an ad hoc review. Eventually. some of 
these reviews might occasionally be conducted on a lapse-of-time 
basis, but it is understood that in the early experimental stage of the 
new facility a discussion by the Executive Board would take place in 
each case. 

In some exceptional cases where the link between additional finan
cing needs and the relevant contingencies and the policy actions that 
would need to be phased in could be specified in advance with suffi
cient precision, the Executive Board could give advance approval for 
the disbursement of contingent financing without funhcr Executive 
Board review. In such cases. the staff assessment could be expedited 
and, after the Board has received adequate advance notification, 
disbursements would be made. All purchases would of course require 
observance of the arrangement's performance criteria. adjusted by 
the Executive Board as necessary to take account of the effects of the 
contingencies. 

3 .  Resources for contingent financing 

Purchases for contingent financing will usc ordinary resources 
with a repurchase period of three-five years. Access would be 
considered separate from holdings resulting from the use of Fund 
resources under any other policy but not from holdings resulting 
from purchases on account of export shortfalls or excess cereal costs. 
As is the case with purchases under tranche policies, purchases for 
contingent financing and holdings resulting from such purchases 
would be excluded for the purpose of determining a member· s re
serve tranche position. 

4 .  Choice of the optional tranche 

The optional tranche would be divisible. Prior to activation of a 
contingency mechanism, members would be free to choose the appli
cation of the optional tranche, except when the member requests and 
the Fund agrees to specify in advance an allocation of the optional 
tranche; it is expected that this would mainly involve cases where 
parallel contingent financing was being arranged. At the time of 
activation of the contingency mechanism, members would commit 
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themselves on the use of the optional tranche for the remaining pe
riod of the baseline. 

5 .  Minimum threshold 

For an experimental period until the general review of the facility 
has been completed, the staff would work with a threshold of 1 0  per
cent of quota, but management would have the freedom co propose 
a lower or higher figure in what is expected to be the relatively few 
cases where this was necessary. Four percent of quota-an amount 
that is assumed to be covered as a minimum in all basic programs 
through appropriately flexible policies and/or financing-would be 
deducted before calculating the financing to be made available or 
before applying the symmetry procedures. 

6. Proportion of deviation to be financed 

The proportion of a comingent deviation to be financed would be 
determined on a case-by-case basis to ensure an appropriate mix of 
adjustment and financing and would be established at the outset of 
the arrangement with a contingency mechanism. In the period imme
diately after an adverse shock has occurred , it would normally be 
expected that the Fund would finance a substantial proportion of the 
adverse deviation. Every effort would be made to obtain parallel 
contingent financing from other creditors and contingency mecha
nisms would not be activated unless the program continued to be ade
quately financed. The proportion of the deviation to be financed 
could be changed at the request of the member at the time of the acti
vation of the contingency mechanism, if the program was being 
affected by shocks of a nature that made the originally decided split 
between financing and adjustment inappropriate. 

7. Phasing 

Contingent financing would be phased through the baseline period 
at the same time as purchases under the associated arrangement. The 
phasing would take into account the timepath of the net deviation 
from the baseline and the timing of the implementation of additional 
policy measures. When a shock covered by the contingency variables 
had occurred the first purchase would be made available when the 
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cumulative deviation from the baseline was projected to exceed the 
threshold. Subsequent purchases would be proportional to the net 
deviation estimated for the corresponding quarters, on the basis of 
shocks that had already been observed. When a member has made a 
purchase under a contingency mechanism on the basis of an estimated 
deviation which later is shown to be incorrect. the member will be 
expected, unless the Fund decides otherwise, to make a prompt 
repurchase to reverse any overcompensation. 

8. Symmel!y 

When a favorable deviation relative to the baseline occurs, a 
substantial part of the favorable deviation would be used to build up 
reserves in cases where reserves were low. Where reserves were at 
a more adequate level, pan of the favorable deviation would be 
reflected in a reduction of purchases under the basic arrangement, 
or, if an earlier contingency purchase had been made, the member 
could opt to repurchase contingency purchases. 

9 .  Eligibility of SAF and ESAF arrangements 
for contingency mechanisms 

l t  has been agreed that it would be desirable to permit comingency 
mechanisms to be attached to SAF and ESAF arrangements. In view 
of the limited amount of resources available to the Special Disburse
men! Account and the ESAF Trust and the restrictions on their uti
lization, financing for this purpose would need to be provided from 
the Fund's general resources. The possibility of providing for 
concessionality in the resources disbursed under contingency mecha
nisms for low-income countries will be reviewed at a later date. 

The use of the Fund's general resources for contingency financing 
for SAF and ESAF arrangements raises issues with respect to the 
uniformity of treatment of Fund members. For this fundamental prin
ciple to be maintained, the conditionality attached to the use of the 
Fund's general resources under a contingency mechanism must be the 
same, whether this is in connection with a SAF arrangement, an 
ESAF arrangemem, or an upper credit tranche arrangement. 

This does not pose difficulties with respect to the ESAF, but to 
enable a contingency mechanism to be activated for a SAF arrange
ment, it would be necessary for the member concerned to agree to a 
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program sufficiently strong to permit the Executive Board to 
determine that the SAF arrangement in question entailed condition
ality equivalent to that of an upper credit tranche arrangement. It 
would also, as a practical matter, be necessary for such SAF arrange
ments (and, as relevant, for ESAF arrangements) to incorporate 
stronger provisions for monitoring, including a review to change 
benchmarks as necessary and to formulate them in a way that would 
govern the phased disbursements under the contingency mechanism, 
as well as to activate the mechanism. 

The principle of uniformity precludes a differentiated overall ceil
ing on access to the Fund's general resources. Therefore, care will 
be taken to ensure that a SAF/ESAF-eligible member would not, by 
virtue of its eligibility both for arrangements under those facilities 
and for upper credit tranche arrangements, have higher access to the 
Fund's general resources under the contingency mechanism than a 
member who is not eligible for the SAF and ESAF. 

10 .  Eligibility of enhanced surveillance procedures for contingency 
mechanisms 

The attachment of contingency mechanisms tO the procedures for 
enhanced surveillance would be examined further in the context of 
the review of enhanced surveillance. 

1 1  . Coverage 

As a general principle, contingency mechanisms would cover 
unanticipated changes in the exogenous components of a few key 
external variables: exporl earnings, import prices, and interest rates. 
Other current account transactions (such as tourist receipts and mi
grant workers' remittances) could also be covered where they are of 
particular importance. Capital movements and unanticipated shifts in 
the volume of imports of goods and services would not be covered. 
Natural disasters would not be covered by contingency mechanisms, 
but could give rise to assistance under the Fund's decision on 
emergency assistance related to natural disasters. 

Coverage in the context of a particular Fund arrangement would 
be determined on a case-by-case basis, in discussion with the autho-
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nttes. In all cases, the specific set of variables selected would need 
to cover a substantial proportion of the exogenous components of the 
country's current account. At the same time, the authorities and the 
staff would have sufficient flexibility in determining coverage to 
avoid complications in the calculations of baselines and contingencies 
that could substantially delay agreement on programs and activation 
of the contingency mechanism. The subset of variables covered 
would be specified at the inception of the program and would remain 
unchanged throughout the life of the associated arrangement. 

Contingency mechanisms would cover unforeseen changes in nomi

nal interest rates, and would be limited to changes in bench
mark international interest rates (such as LIBOR). Accordingly, 
unexpected deviations in interest costs stemming from changes in the 
risk premium, exchange rates, and unanticipated external borrowing 
would not be covered. Fund financing of interest rate contingencies 
would apply to the member's net external debt, which would gene
rally be defined as the public and publicly guaranteed gross external 
debt minus official external assets. Such contingencies would apply 
only to instruments that are affected by unforeseen changes in 
interest rates. 

Contingent financing of interest costs would be subject to a cumu
lative sublimit of 35 percent of quota. When such a limitation 
applied, the calculation of the net aggregate contingent deviation 
would be modified so as to avoid triggering the symmetric provisions 
of the mechanism in situations where the country would otherwise 
have experienced a contingent shortfall. Parallel contingent financing 
from commercial banks will be pursued vigorously. However, pro
vided that adequate financing of the program is assured, there would 
not be a formal requirement for advance coverage of interest rates 
and other contingencies by mechanisms established with commercial 
banks. Countries also would be encouraged to hedge a part of their 
foreign debt against unforeseen rises in world interest rates, on the 
basis of the several instruments available in world financial markets. 

1 2 .  Calculation of contingent deviations 

Contingent deviations for individual current account variables 
would be calculated in relation to a baseline projection specified at 
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the inception of the program. The aggregate size of the contingent 
deviation for a particular member would then be calculated as the net 
sum of deviations from baseline values for individual variables. 

In preparing the baseline projections the staff would draw on 
World Economic Outlook forecasts of key variables, supplemented 
as appropriate by country-specific variables, and taking into consid
eration the country's  circumstances. The key WEO projections would 
be updated as necessary to provide an adequate basis for the 
calculations. The baseline normally would be specified for a period 
of 1 2  months, and in any case no longer than 1 8  months. EFF and 
ESAF (and where appropriate SAF) arrangements would call for spe
cification of annual baselines at the beginning of each program year. 

In calculating the contingent deviations, the staff will adhere to 
the principle of exogeneity. Application of this principle would be 
straightforward for most import prices and export prices of key inter
nationally traded commodities. For countries with a diversified ex
port base (typically including a substantial proportion of manufac
tures), the staff will estimate the impact of unforeseen changes in 
external demand on export earnings. As regards interest rates, the 
contingent deviation would be calculated by multiplying the stock of 
net external debt specified in the baseline by the unexpected devia
tion in the nominal LIBOR (or the appropriate benchmark rate where 
liabilities are denominated in currencies other than the U.S.  dollar). 
When necessary, the calculation of contingencies would take into ac
count information (particularly with respect to longer-term contracts) 
about the lags with which changes in world prices and international 
interest rates have an effect on the member's current accoum. 

1 3 .  Compensatory financing element 

I n  situations where the member's record of cooperation in recent 
periods had been unsatisfactory, or where its policies were seriously 
deficient, the compensatory financing element is to be made available 
in two tranches of equal size (each 20 percent of quota), given rea
sonable assurance that policies corrective of the member's balance of 
payments problems would be adopted. 
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1 4. Approval in principle 

When compensatory financing requests are accompanied by Fund 
arrangements approved in principle, purchase of the full compensa
tory financing element ( 40 percent of quota) would be allowed for 
members with a good record of cooperation, and purchase of the first 
tranche (20 percent of quota) of the compensatory financing element 
would be allowed for other members. 

1 5 .  Cereal decision 

Overall access under the cereal decision and the compensatory and 
contingency financing facility will be 122 percent of quota, as set out 
under alternative A in the Annex to EBS/881 1 00. Symmetry with the 
agreement to maintain access at its current level of 83 percent of 
quota for export shortfalls for members with a satisfactory balance 
of payments position except for the effects of the export shortfall 
would suggest leaving in place the existing access limit of 83 percent 
of quota for cereal excesses and the existing joint limit of l 05 per
cent of quota for members with a satisfactory balance of payments 
position except for the effects of the cereal excess/export shortfall. 
This approach implies a potential to include access for contingency 
financing up to an overall access limit of 122 percent of quota. 

1 6 . Transirional arrangements 

Under transitional arrangements, (i) there would be access of 
40 percent of quota for contingency financing for countries with 
outstanding CF purchases of more than 65 percent of quota at the 
time the new decision is approved; and (ii) CF requests on which 
discussions were initiated before the approval of the new decision 
would be governed by the current CF decision for a period of three 
months after the approval of the new decision. 

17 .  Calculation of compensable export shortfalls 

a.  Projection limits 

There would be an upper limit on the projections of export earn
ings to be used in the calculations of export shortfalls. The limit on 
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the projected growth of the average level of exports in the two post
shortfall years over the average level of expons in the two preshort
fa\1 years would be set at 20 percent. Periodically, this limit would 
be reviewed, and if necessary revised, in the light of developments 
with respect to world inflation. 

b. Adjustment for overcompensation and undercompensation 

A compensatory financing request based on a shortfall falling 
within or overlapping with the two-year projection period of an ear
lier purchase would be adjusted by the amount by which the earlier 
purchase may have been overcompensated. Similarly, any undercom
pensation of the first purchase would be added to the subsequent 
shonfall when determining the size of the second purchase. 

1 8 .  A voidance of double compensation in compensatory and 
contingency financing 

In calculating compensable amounts under the new facility, the 
staff will apply procedures to avoid double compensation between 
compensatory, including with respect to cereal costs, and contin
gency financing along the lines outlined in EBS/88/100. Under the 
procedures, a member with a contingency mechanism that includes 
export earnings as a variable should be able to be compensated under 
both contingency and compensatory financing, provided the amounts 
compensated under one component are deducted from the amounts to 
be compensated under the other. The member will have the choice 
to classify the amount of compensation deemed common to both 
contingency and compensatory financing as a purchase under either 
component. 

The Executive Board approves the legal interpretation given by 
the staff in SM/81/234. 

The Executive Board agrees for the rime being not to change the 
legal status of a representation to repurchase any amount of over
compensation under the compensatory financing facility. 
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The Executive Board agrees to maintain the present and past prac
tice under which an overcompensated member would continue to 
make prompt repurchases, and emphasizes the importance it attaches 
to maintaining the high standards of prompt repurchase that have 
generally characterized past experience. 

More specifically, the Executive Board agrees, in the light both 
of past practice and of the nature of overcompensation, that prompt 
repurchase in the context of the compensatory financing facility 
decision would mean that the repurchase would normally be made 
within a period of 30 days. That understanding should be made clear 
from the start to members that might be in a position to experience 
an overcompensation problem in the future. 

If the normal period of prompt repurchase referred to in para
graph 4 cannot be respected, a report will be made to the Executive 
Board within a period of up to two weeks as judged necessary by the 
management and Treasurer, which report should normally be 
accompanied by a proposal on how to deal with the question in the 
most prompt and appropriate manner. 

Should experience in the future show an increase in the frequency 
of cases of overcompensation, or a deterioration in the repurchase 
behavior attaching to such cases of overcompensation, the Executive 
Board would review the whole policy issue. 

EBM/821 1, pages 20-21 

SM/81/234 

Conclusions 

l. It is  clear from the record that a representation as to repur
chase made by a member pursuant to the present paragraph 7 of the 
compensatory financing decision does not create a legally binding 
obligation. 
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2 .  Prior to the date of the Second Amendment, the Fund did not 
have the power to require a purchasing member to accept a repur
chase obligation (other than the automatic repurchase obligations of 
Article V,  Section 7), except as a "term" safeguarding the Fund's 
interests in cases of purchase involving the granting of a waiver 
pursuant to Article V ,  Section 4 .  Since the date of the Second 
Amendment, however, the Fund has ample authority to change exist
ing, or to create new, repurchase obligations as it deems appropriate 
to ensure that the use of its resources is consistent with the purposes 
of the Fund. Thus, the Fund may, under the provisions of Article V ,  
Section 7(d), decide to require members making purchases under the 
compensatory financing decision in the future on the basis of 
estimated data to repurchase promptly, as a matter of legal obli
gation, the amount of any "overcompensation. " 

Buffer Stock Financing Facility 

BUFFER STOCK FINANCING FACILITY: THE PROBLEM OF 

STABILIZATION OF PRICES OF PRIMARY PRODUCTS 

1 .  The Executive Board, having considered the staff study on 
"The Problem of Stabilization of Prices of Primary Products, "  
decides that the Fund will be prepared t o  extend assistance to 
members in connection with the financing of international buffer 
stocks of primary products in accordance with the principles and 
subject to the quantitative limits set forth in Chapter III, Section 2,  

and Annex A of Part II  of the study. 

2. In accordance with paragraph 1 above, the total of purchases 
outstanding pursuant to paragraph 1 of this decision shall not exceed 

* 
35 percent of quota. 

3 .  In order to carry out the purposes of this decision, the Fund 
will be prepared to waive the limit on purchases that raise the Fund's 
holdings above 200 percent of quota, where appropriate. 

'"
This percentage of quota "shall be reviewed not later than December 3 1 ,  1984 and annually 

thereafter in the light of all relevant factors. including the magnitude of members' payments 
problems and developments in the Fund's liquidity." (Decision No. 7602-(84/3), January 6. 1984.) 
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4 .  When purchases are made pursuant to paragraph l of this de
cision, the Fund will so indicate in an appropriate manner. 

5 .  
* 

6. In view of the Fund's purposes which include the facilitation 
of "the expansion and balanced growth of international trade, "  the 
Fund, in its consultations with members, will pay increased attention 
to their policies in the commodity field. 

Decision No. 2772-(69/47) 
June 25, 1969, as amended by 

Decision Nos. 4913- (751207), December 24, 1975 
7602-(84/3), January 6, 1984, and 

10183-(92/132), November 3, 1992 

BUFFER STOCK FINANCING FACILITY: 
ACCESS POLICY-ELIMINATION OF FLOATING 

Except for the purpose of determining the level of conditionality 
applied to purchases in the credit tranches, the Fund's holdings of a 
member's currency resulting from purchases under Decision No. 
2772-(69/47), adopted June 25, 1969, as amended, on the buffer 
stock financing facility, shall be considered separate from the Fund's 
holdings of the same currency resulting from purchases under any 
other policy on the use of the Fund's general resources. In cases of 
concurrent requests for purchases under Decision No. 2772-(69/4 7) 
and purchases in the credit tranches, purchases under Decision No. 
2772-(69/47) shall be deemed to be made first. 

Decision No. 10186-(921132) 
November 3, 1992 

'"For paragraph 5, see paragraph I of Decision No. 5703·(78/39). reproduced on page 273. 
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BUFFER STOCK FINANCING FACILITY: FOURTH INTERNATIONAL 
TIN AGREEMENT 

(i) The Fund, having considered the text of the Fourth Interna
tional Tin Agreement. as adopted by the United Nations Tin Confe
rence on May 15,  1970, finds that the terms of this Agreement 
relating to the international tin buffer stock to be established under 
the Agreement are consistent with the principles referred ro in Exe
cutive Board Decision No. 2772-(69/47) of June 25, 1969. The Fund 
expects that an amount equal to not less than one third of the 
compulsory contributions due on entry into force of the Agreement 
under Article 2 1  (a)(ii) of the Agreement will be mer from financing 
other than the use of the Fund's resources under Executive Board 
Decision No. 2772-(69/47) .  

(ii) In view of (i) above, the Fund will meet, subject to  the pro
visions of Executive Board Decision No. 2772-(69/47) ,  a member's 
requests for purchases in connection with the financing by the 
member of that part of its compulsory contribution to the buffer 
stock established under the Fourth International Tin Agreement 
which the member has been called upon to make under Article 2 1  of 
the Agreement and which is in excess of one third of the member's 
compulsory contribution due under Article 2 1  (a)(ii) of the 
Agreement. 

(iii) The staff will keep the Executive Directors informed on the 
operation of the buffer stock and other developments in connection 
with the Fourth International Tin Agreement by reports that will be 
made at least once a year, and the Fund may make such review of 
this Decision as is appropriate in the light of these repons. 

Decision No. 31 79-(701102) 
November 25, 1970 

In applying the provisions of E.B.  Decision No. 3 179-(78/ 102), 
dated November 25, 1 970, the Fund decides that, for the purpose of 
determining the appropriate use of Fund resources under the Deci
sion, any initial contribution made in the form of tin metal under 
Article 2 1  (a)(ii) of the Fourth International Tin Agreement shall be 
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regarded as equivalent to contributions in cash, valued at the floor 
price ruling on entry into force of the Agreement. 

Decision No. 3351-(71151) 
June 21, 1971 

BUFFER STOCK FINANCING FACILITY: FIFTH INTERNATIONAL 
TIN AGREEMENT 

1 .  The Fund, having considered the text of the Fifth International 
Tin Agreement, as adopted by the United Nations Tin Conference on 
June 2 1 ,  1975, finds that the terms of this Agreement relating to the 
international tin buffer stock to be established under the Agreement 
are consistent with the principles referred to in Executive Board 
Decision No. 2772-(69/47) of June 25, 1969. 

2. In view of ( 1 )  above, the Fund will meet, subject to the provi
sions of Executive Board Decision No. 2772-(69/47) as amended by 
Executive Board Decision No. 491 3-(75/207), a member's requests 
for purchases in connection with the financing by the member of its 
compulsory contributions to the buffer stock established under the 
Fifth International Tin Agreement. 

3 .  The Fund decides that any contribution made in the form of tin 
metal under Article 2 1  of the Agreement shall be regarded as 
equivalent to a contribution in cash, valued at the floor price pre
vailing when the contribution is called up. Any transfer of metal 
from the buffer stock to a member will be treated as a distribution in 
currency, valued at the floor price prevailing when the transfer is  
made. 

4 .  The staff will keep the Executive Directors informed on the 
operation of the buffer stock and other developments in connection 
with the Fifth International Tin Agreement by reports that will be 
made at least once a year, and the Fund may make such review of 
this decision as is appropriate in the light of these reports. 
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BUFFER STOCK FINANCING FACILITY: SIXTH INTERNATIONAL 
TIN AGREEMENT 

1 .  The Fund, having considered the text of the Sixth International 
Tin Agreement, as established by the United Nations Tin Conference 
on June 26, 1 9 8 1 ,  and applied provisionally among the members who 
have decided to do so, finds that the terms of this Agreement relating 
to the international buffer stock established under the Agreement are 
consistent with the principles referred to in Executive Board Decision 
No. 2772-(69/47), adopted June 25, 1969, as amended. 

2 .  In view of paragraph ( l )  above, the Fund will meet, subject to 
the provisions of Executive Board Decision No. 2772-(69/47). as 
amended, a member's requests for a purchase in connection with the 
financing by a member of its compulsory contributions to the normal 
buffer stock established under the Sixth International Tin Agreement, 
if its request is received in the Fund not later than six months after 
the date of the contribution or, in respect of contributions made 
before the date of this decision, not later than 90 days after the dare 
of this decision. 

3 .  A member that has outstanding purchases under this decision 

(a) shall make repurchases in respect of these purchases in 
accordance with paragraph 1 (a) of Decision No. 5703-(78/39), adop
ted March 22, 1978, as amended, and 

(b) will be expected to repurchase at an earlier date than 
would be required under (a) above, 

(i) when, and to the extent that, the International Tin 
Council makes refunds, and 

(ii) if the Sixth International Tin Agreement terminates 
without being replaced by a new International Tin 
Agreement providing for a buffer stock, when 
transfers in liquidation are made to the member. Any 
transfer of tin metal from the buffer stock to the 
member will be treated as a distribution in currency, 
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valued at the average price for tin prevailing on the 
appropriate market (London or Penang) on the day of 
distribution. 

4 .  If the Sixth International Tin Agreement is to be replaced by 
a new International Tin Agreement providing for a buffer stock. 

(a) a transfer of all or part of a member's share under the 
existing Agreement to the buffer stock account of the new Agreement 
will not be treated as a distribution in currency for the purpose of 
repurchase, if within 180 days of the termination of the existing 
Agreement, the Fund finds the terms of the new Agreement to be 
consistent with the principles referred to in Executive Board Decision 
No. 2772-(69/47), as amended, and 

(b) members that do not participate in the new Agreement 
will be expected to repurchase in accordance with paragraph 3(b)(ii) 
above. 

5 .  The staff will keep the Executive Board informed on the ope
ration of the buffer stock and other developments in connection with 
the Sixth fnternational Tin Agreement by reports that will be made 
at least once a year, and the Fund may make such review of this 
decision as is appropriate in the light of these reports. 

Decision No. 7247-(82/147) 
November 12, 1 982 

BUFFER STOCK FINANCING FACILITY: 1977 INTERNATIONAL 
SUGAR AGREEMENT 

I .  It is decided that, for the purposes of Decision No. 2772-
(69/47), as amended. a sugar buffer stock consisting of buffer stocks 
nationally owned but internationally controlled pursuant to the 1 977 
International Sugar Agreement, as established by the 1977 United 
Nations Sugar Conference, shall be deemed to be an international 
buffer stock if it otherwise meets all the criteria referred to in 
Decision No. 2772-(69/47), as amended. 
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2.  The Fund, having considered the text of the International Sugar 
Agreement, 1977, as adopted by the United Nations Sugar 
Conference on October 7, 1977, recognizing the economically sound 
attributes of the Agreement and the price stabilization objective, 
finds that the terms of this Agreement relating to the special stocks 
of sugar to be established under the Agreement are consistent with 
the principles referred to in Executive Board Decision No. 2772-
(69/47), as amended, including the amendment in paragraph 1 above. 

3 .  In view of paragraph 2 above, the Fund will meet, subject to 
the provisions of Executive Board Decision No. 2772-(69/47), as 
amended, and the limits specified in paragraphs 4 and 5 below, a 
member's requests for purchases in connection with the financing by 
the member of the special stocks established in accordance with 
Article 46 of the International Sugar Agreement, 1977. For the 
purposes of this decision, any special stock in sugar established in 
accordance with Article 46 of the International Sugar Agreement, 
1977, shall cover an amount of sugar not exceeding the quantities for 
which certificates of existence issued by the Government of the 
member have been supplied to the International Sugar Organization 
and in respect of which agreement has been reached between the 
member and the International Sugar Organization regarding on-site 
verifications, as provided for in Article 47 of the 1977 International 
Sugar Agreement. A member may make a purchase under this deci
sion if its request is received in the Fund not later than six months 
after (i) the end of the period in which the member has to fulfill its 
obligation to establish a special stock in accordance with Article 46.5 
of the International Sugar Agreement or (ii) the date on which the 
export quotas are lifted, if this date is earlier. 

4 .  A request for a purchase under this decision will be met if it 
will not cause the total of purchases outstanding under this decision 
to exceed the sum of the values of the quantities of sugar placed in 
the special stock, with each quantity valued on the basis of the lesser 
of (i) the floor price and (ii) the average market price during the 
month in which the quantity was acquired. 

5 .  A request for a purchase under this decision by a member that 
has outstanding any loans in foreign exchange for which a special 
stock has been used as collateral will be met if, in addition to being 
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consistent with the limit specified in paragraph 4 above, it does not 
cause the total of purchases outstanding under this decision to exceed 
the higher of (i) the sum referred to in paragraph 4 above minus the 
amount of any outstanding loans in foreign exchange for which the 
special stock has been used as collateral and (ii) the total value of the 
special stock on the basis of the average price during the latest 
calendar month before the request for a purchase under this decision 
minus the amount of any such loans. When requesting a purchase and 
while i t  has purchases outstanding under this decision, a member 
shall inform the Fund of any loans for which the special stock has 
been used as collateral. 

6. A member that has outstanding purchases under this decision 
will be expected to repurchase in accordance with paragraph 1 of De
cision No. 5703-(78/39) and shall complete repurchase in respect 
of these purchases in accordance with paragraph I of the same deci
sion. The member will be expected to make a repurchase at an ear
lier date 

(i) when, and to the extent that, stocks are released from the 
control of the International Sugar Organization, and 

(ii) when the member obtains a loan in foreign exchange for 
which the special stock is used as collateral, to the extent 
that the amount of this loan, together with the amount of 
purchases outstanding exceeds the amount that the mem
ber may purchase in accordance with paragraphs 4 and 5 

above. 

7. The staff will keep the Executive Directors informed on the 
operation of the buffer stock and other developments in connection 
with the International Sugar Agreement, 1977, by reports that will 
be made at least once a year, and the Fund may make such review of 
this decision as is appropriate in the light of these reports. 
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BUFFER STOCK FINANCING FACILITY: INTERNA

TIONAL NATURAL RUBBER AGREEMENT, 1979 

1 .  The Fund, having considered the text of the International 
Natural Rubber Agreement as established by the United Nations 
Conference on Natural Rubber on October 6, 1979, finds that the 
terms of this Agreement relating to the international natural rubber 
buffer stock established under the Agreement are consistent with the 
principles referred to in Executive Board Decision No. 2772-(69/47). 
adopted June 25, 1 969, as amended. 

2 .  In view of paragraph 1 above, the Fund will meet, subject to 
the provisions of Executive Board Decision No. 2772-(69/47), as 
amended, a member's request for a purchase in connection with the 
financing by the member of its direct compulsory contribution to the 
acquisition costs of the buffer stock established under the Interna
tional Natural Rubber Agreement, if its request is received in the 
Fund not later than six months after the date of the contribution or, 
in respect of contributions made before the date of this decision, not 
later than 90 days after the date of this decision. 

3 .  A member that has outstanding purchases under this decision 

(a) shall make repurchases in respect of these purchases in 
accordance with paragraph l(a) of Decision No. 5703-(78/39), 
adopted March 22, 1978, as amended, and 

(b) will be expected to repurchase at an earlier date than 
would be required under (a) above, 

(i) when, and to the extent that, the International Natural 
Rubber Council refunds net contributions in excess of 
those required to support buffer stock operations, and 

(ii) if the current Agreement terminates without being re
placed by a new Agreement providing for a buffer stock, 
when transfers in liquidation are made to the member. 
Any transfer of natural rubber from the buffer stock to 
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the member will be treated as a distribution in currency, 
valued at the lowest current price for each type or grade 
so transferred during the 30 market days preceding the 
termination of the Agreement. 

4 .  If the current Agreement is to be replaced by a new Agreement 
providing for a buffer stock, 

(a) a transfer of all or part of a member's share under the 
existing Agreement to the buffer stock account of the new Agreemem 
will not be treated as a distribution in currency for the purpose of 
repurchase if, within 180 days of the termination of the current 
Agreement, the Fund finds the terms of the new Agreement to be 
consistent with the principles referred to in Executive Board Decision 
No. 2772-(69/47), as amended, and 

(b) members that do not participate in the new Agreement 
will be expected to repurchase in accordance with paragraph 3(b)(ii) 
above. 

5 .  The staff will keep the Executive Board informed on the ope
ration of the buffer stock and other developments in connection with 
the International Natural Rubber Agreement by reports that will be 
made at least once a year, and the Fund may make such review of 
this decision as is appropriate in the light of these reports. 

Decision No. 7246-(821 147) 
November 12, 1982 

BUFFER STOCK FINANCING FACILITY-INTERNATIONAL 
NATURAL RUBBER AGREEMENT, 1987 

1 .  The Fund, having considered the text of the International 
Natural Rubber Agreement as established by the United Nations 
Conference on Natural Rubber on March I 0, 1987 (hereinafter called 
" 1 987 International Natural Rubber Agreement"), finds that the in
ternational natural rubber buffer stock established under the terms of 
that Agreement is consistent with the principles referred to in 
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Executive Board Decision No. 2772-(69/47), adopted June 25, 1 969, 
as amended. 

2 .  In view of paragraph 1 above, the Fund will be prepared to 
meet, subject to the provisions of Executive Board Decision No. 
2772-(69/47), as amended, a member's request for a purchase in 
connection with the financing by the member of its direct compulsory 
contribution toward covering the acquisition costs of the buffer stock 
established under the 1987 International Natural Rubber Agree
ment, if its request is received in the Fund not later than six months 
after the date of the contribution. 

3 .  A member that has outstanding purchases under this decision, 

(a) shall make repurchases in respect of these purchases in 
accordance with Paragraph 1 of Decision No. 5703-(78/39), adopted 
March 22, 1978, as amended, and 

(b) will be expected to repurchase at an earlier date than 
would otherwise be required, when, upon termination of the 1987 
International Natural Rubber Agreement without replacement by a 
new agreement providing for a buffer stock in natural rubber, trans
fers in liquidation are made to the member. Any transfer of natural 
rubber from the buffer stock to the member will be treated as a dis
tribution in currency, valued at the lowest current price for each type 
or grade so transferred during the 30 market days preceding the ter
mination of the Agreement. 

4 .  If the 1987 International Natural Rubber Agreement is to be 
replaced by a new agreement providing for a buffer stock in natural 
rubber, 

(a) a transfer of all or part of a member's share under the 
1987 International Natural Rubber Agreement to the buffer stock 
account of the new agreement will not be treated as a distribution in 
currency for the purpose of repurchase, if within 180 days after the 
termination of the 1 987 International Natural Rubber Agreement the 
Fund finds the terms of the new agreement to be consistent with the 
principles referred to in Executive Board Decision No. 2772-(69/47), 
as amended, and 
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(b) members that do not participate in the new agreement will 
be expected to repurchase at an earlier date than would otherwise be 
required when the members receive payment of their respective 
shares in the buffer stock account. 

5 .  The staff will keep the Executive Board informed on the ope
ration of the buffer stock and other developments in connection with 
the 1987 International Natural Rubber Agreement by reports that will 
be made at least once a year. and the Fund may make such review of 
this decision as is appropriate in the light of these reports. 

Decision No. 9403-(90153) 
April 4, 1990 

Systemic Transformation Facility 

1 .  (a) Until April 30, 1995, the Fund will be prepared to 
provide financial assistance in accordance with the terms of this 
Decision to members that are experiencing balance of payments diffi
culties as a result of severe disruptions in their traditional trade and 
payments arrangements that are manifested by (i) a sharp fall of total 
export receipts due to a shift from significant reliance on trading at 
nonmarket prices to multilateral, market-based trade, (ii) a substan
tial and permanent increase in net import costs, due to a shift from 
significant reliance on trading at nonmarket prices toward world 
market pricing, particularly for energy products, or (iii) a combi
nation of both. 

(b) For purposes of this Decision, disruptions in a member's 
trade and payments arrangements shall be deemed to be "severe" 
when they are estimated to be at least equivalent to 50 percent of 
quota. 

2. Financing under this Decision for the balance of payments 
difficulties stemming from the disruptions described in paragraph I 
above shall not exceed 50 percent of the member's quota and shall 
be provided in two purchases. Each purchase shall be equal to 50 
percent of the member's access as determined under this Decision. 
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3 .  (a) A member may expect that its request for a first purchase 
under this Decision will be met immediately, if the Fund is satisfied 
that the member will cooperate with the Fund in an effort to find 
appropriate solutions to its balance of payments difficulties, based 
on: 

(i) a written statement submilted by the member 

describing the policies and measures that the member intends 
to pursue for the next 1 2  months, including, as appropriate, 
the steps taken or to be taken to put in place the basic insti
tutions of economic management in a market-oriented system; 

stating the member's intention to reach understandings with 
the Fund as soon as possible on a comprehensive adjustment 
program that could be supported by a Fund arrangement; and 

describing a financial program, including quarterly targets for 
relevam macroeconomic indicators, for the next 1 2  months, 
if such a program can reasonably be elaborated; and 

(ii) such prior actions, if any, as the Fund considers appro
priate. 

(b) A member shall be deemed to fulfill the condition of will
ingness to cooperate set out in subparagraph (a) above with respect 
to a request for a first purchase, if a Fund arrangement is approved 
or a program review under a Fund arrangement is completed for the 
member while the request for the first purchase is under considera
tion by the Fund. 

4. (a) A member may expect that its request for a second 
purchase under this Decision. which would normally be made about 
6 months, but in any event not later than 1 8  months, after the date 
of the first purchase, will be met when the Fund is satisfied that the 
member continues to cooperate with the Fund in an effort to find 
appropriate solutions to its balance of payments difficulties, based 
on: 

(i) a finding by the Fund that there has been satisfactory 
progress ( I )  toward reaching understandings between the 
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member and the Fund on a comprehensive adjustment 
program that could be supported by a Fund arrangement, 
taking into account the policies and measures carried our 
by the member since the first purchase, and (2) in 
mobilizing the external financing necessary to support the 
policies being implemented with the support of the Fund 
under this Decision; 

(ii) a written statement submitted by the member describing 
or updating a financial program, including quarterly 
targets of relevant macroeconomic indicators, for the 
subsequent two quarters; and 

(iii) such prior actions, if any, as the Fund considers ap
propriate. 

(b) A member shall be deemed to fulfill the condition of con
tinuing cooperation set out in subparagraph (a) above with respect to 
a request for a second purchase, and may make such purchase earlier 
than specified in subparagraph (a) above, if a Fund arrangement is 
approved or a program review under a Fund arrangement is 
completed for the member not less than 2 months after the date of the 
first purchase and while the request for the second purchase is under 
consideration by the Fund. 

5 .  A member that has a Fund arrangement shall, as a condition 
for making a purchase under this Decision, reach understandings 
with the Fund on appropriate modifications of the terms and condi
tions of the arrangement, including the amount of the arrangement. 

6. Purchases under this Decision and holdings resulting from 
such purchases shall be excluded for the purposes of the definition 
of "reserve tranche purchase" pursuant to Article XXX(c). 

7 .  Except for the purpose of determining the level of condition
ality applied to purchases in the credit tranches, the Fund's holdings 
of a member's currency resulting from purchases under this Decision 
shall be considered separate from the Fund's holdings of the same 
currency resulting from purchases made under any other policy on 
the use of the Fund's general resources. In cases of concurrent 
requests for a purchase in the credit tranches and for a purchase 
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under this Decision, the purchase under this Decision shall be 
deemed to be made first. 

8 .  In order to carry out the purposes of this Decision, the Fund 
will be prepared to grant a waiver of the limitation of 200 percent of 
quota in Article V,  Section 3(b)(iii), whenever necessary to permit 
purchases under this Decision or to permit other purchases that 
would raise the Fund's holdings of the purchasing member's cur
rency above that limitation because of purchases outstanding under 
this Decision. 

9. Wherever used in this Decision, the expression "Fund arrange
ment" will mean an upper credit tranche stand-by or extended 
arrangement or an arrangement under the Enhanced Structural Ad
justment Facility. 

10.  I n  providing financing pursuant to this Decision, the Fund. as 
under any other policies of the Fund, shall pay due attention to the 
member's capacity to service its financial obligations to the Fund, 
and, having regard to the outstanding financial obligations of the 
member to the Fund and to assurances received from creditors and 
donors, may reduce the amount of financing accordingly, notwith
standing any other provision of this Decision. 

I I .  Notwithstanding paragraph I ,  a second purchase under para
graph 4 may be made by a member after April 30, 1995. but not 
later than December 3 1 ,  1995, provided that the member has made 
the first purchase under paragraph 3 before December 3 1 ,  1994. 

1 2 .  Pursuant to Article V,  Section 7(d), repurchases in respect of 
an outstanding purchase under this Decision shall be made in equal 
semiannual installments during the period beginning four and one 
half years and ending ten years after the purchase. 

1 3 .  Rule 1-6(4) shall be amended by inserting the following new 
subparagraph (viii): 

"or (viii) under the Systemic Transformation Facility (Executive 
Board Decision No. I 0348-(93/61) STF, adopted April 23,  
1993,)" 
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Decision No. 10348-(93161) STF 
April 23, 1993, as amended by 

Decision No. 10760-(9417l)STF. July 29, 1994, and 
10855-(941109) STF, December 14, 1 994 

FUTURE OF SYSTEMIC TRANSFORMATION FACILITY 

The period of the systemic transformation facility is not extended. 
In accordance with the terms of the decision establishing this facility, 
the period within which a member may make a first purchase will 
expire on April 30, 1995. With respect to members that will have 
only made their first purchase by April 30, 1995, the period during 
which they may make their second purchase will expire on December 
3 1

' 
1995. 

Decision No. 10961-(95141), 
April 19, 1995 

Enlarged Access Policy * 

POLICY ON ENLARGED ACCESS 

1 .  From the date on which the Fund determines that all available 
supplementary financing has been committed and additional borrow
ing arrangements have been concluded, the Fund will be prepared to 
provide balance of payments assistance to members facing serious 
payments imbalances that are large in relation to their quotas in 
accordance with this decision (hereinafter referred to as "Enlarged 
Access"). Access to the Fund's resources under this decision will be 
provided under a stand-by or an extended arrangement, and 
purchases under the arrangement will be financed by resources 
that the Fund obtains for this purpose by replenishment under Arti
cle VII, Section l (i) (hereinafter referred to as "borrowed re
sources"), in conjunction with the use of the other resources of the 
Fund (hereinafter referred to as "ordinary resources"). 

*
The policy on enlarged access lapsed on November 11. 1992. 
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2.  Access to the Fund's resources under other policies of the 
Fund will remain available in accordance with the terms of those 
policies. 

3. A member contemplating use of the Fund's resources under 
this decision shall consult the Managing Director before making a 
request for such use. A request will be met only if the Fund is satis
fied: (i) that the member needs financing from the Fund that exceeds 
the amount available to ir in the four credit rranches or under the 
Extended Fund Facility and its problem requires a relatively long pe
riod of adjustment and a maximum period for repurchase longer than 
the three to five years under the credit tranche policies; and (ii) on 
the basis of a derailed sratemem of the economic and financial poli
cies the member will follow and the measures it will apply during the 
period of the stand-by or extended arrangement, that the member's 
program will be adequate for the solution of its problem and is 
compatible with rhe Fund's policies on the use of its resources 
beyond the first credit tranche or under the Extended Fund Facility. 

4. The Fund may approve a stand-by or extended arrangement 
that provides for Enlarged Access at any time until the Eighth Gene
ral Review of Quotas becomes effective. provided that the Fund may 
extend this period. 

5 .  A stand-by or extended arrangemem approved under this de
cision will be in accordance with the Fund's policies, including the 
policies on conditionality, phasing and performance criteria. 

6. The period of a stand-by arrangemem approved under this 
decision will normally exceed one year, and may extend up to three 
years in exceptional cases. The period of an extended arrangement 
will be normally three years; where appropriate, and at the request 
of the member, the period of an existing extended arrangement may 
be lengthened up to four years. 

7. The amounts that will be made available under stand-by or ex
tended arrangements approved under this decision will be determined 
according to guidelines adopted by the Fund from rime ro time. 

8. The amounts available under a stand-by or extended arrange
men£ approved under this decision will be apportioned between 
ordinary and borrowed resources as follows: 

235 



©International Monetary Fund. Not for Redistribution 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

(a) 

(b) 

(c) The apportionment in accordance with (a) and (b) above 
will be made on the basis of the outstanding use by the member of 
the Fund's resources at the time the arrangement for the member is 
approved. 

(d) From time to time the Fund will review the proportions 
of ordinary and borrowed resources specified in (a) and (b) above 
and may modify them, and the modified proportions shall apply uni
formly to both arrangements approved after the modification and 
amounts that may be purchased under existing arrangements after the 
modification. 

9. (a) A stand-by or extended arrangement approved under this 
decision may provide, in pan, for supplementary financing in accor
dance with Decision No. 5508-(77/127), adopted August 29. 1977. 
if 

(i) the arrangement replaces an arrangement approved under 
that decision, or 

(ii) an amount of supplementary financing becomes available 
because of the cancellation of an arrangement or because 
it is reasonably certain that an arrangement will not be 
fully utilized, in which case the arrangement approved 
under this decision may provide for the utilization of a 
part or all of the available amount. 

(b) When an arrangement under this decision provides for 
supplementary financing, the supplementary financing will be used 
before borrowed resources. 

10.  (a) Repurchases in respect of outstanding purchases under 
this decision will be made in accordance with the provisions of the 
Articles of Agreement and decisions of the Fund, including those 
relating to repurchase as the member's balance of payments and 
reserve position improves, provided that repurchases in respect of 
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outstanding purchases financed by borrowed resources shall be 
completed seven years after the purchase, and that the repurchases 
shall be made in equal semiannual installments during the period 
beginning three and one half years and ending seven years after the 
purchase. 

(b) If a purchase is financed by ordinary and borrowed 
resources, a repurchase attributed to the purchase made with bor
rowed resources in advance of this schedule of installments must be 
accompanied by a repurchase in respect of the purchase made with 
ordinary resources at the same time if any part of the latter purchase 
is still outstanding. The amounts of the two repurchases will be in 
the same proportions in which ordinary and borrowed resources were 
used in the purchases, provided, however, that the repurchase in 

respect of the purchase financed with ordinary resources will not 
exceed the amount of the purchase still outstanding. 

1 1 .  In order to carry out the purposes of this decision, the Fund 
will be prepared to grant a waiver of the limitation in Article V ,  
Section 3 (b )(iii) that is necessary t o  permit purchases under this 
decision or to permit purchases under other policies that would raise 
the Fund's holdings of a member's currency above the limits referred 
to in that provision because of purchases outstanding under this 
decision. 

1 2 .  The Fund will apply its credit tranche policies as if the Fund's 
holdings of a member's currency did not include holdings resulting 
from purchases under this decision that have been made with 
borrowed resources. Purchases under this decision with borrowed 
resources and holdings resulting from these purchases will be 
excluded under Article XXX(c). 

1 3 .  The Fund will state which purchases by a member are made 
under this decision and the amounts of ordinary and borrowed re
sources used in each purchase. 

14 .  The Fund will determine the charges that it will levy on hold
ings of a member's currency resulting from purchases outstanding 
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under this decision to the extent that they are made with borrowed 
resources. 

1 5 .  The Fund will review this decision not later than June 30, 
1983, and annually thereafter as long as the decision remains in 
effect. 

Decision No. 6783-(81/40/ 
March II,  1981, as amended by 

Decision No. 8885-(88189), June 6, 1988 

ACCESS POLICY-GUIDELINES ON ACCESS LIMITS 

1 .  The Fund, having reviewed Decisions No. 6783-(81 /40), 
adopted March 1 1 ,  1 98 1 ,  as amended, No. 7600-(84/3), adopted 
January 6, 1984, as amended, and No. 9546-(901145), adopted Sep
tember 1 7 ,  1 990, as amended, and having noted that, upon the ful
fillment of the requirement for effectiveness of increases in quotas 
under the Ninth General Review of Quotas specified by paragraph 3 
of the Resolution of the Board of Governors No. 45-2, it may no 
longer approve stand-by or extended arrangements under the 
Enlarged Access Policy, decides that, after that date, access by 
members to the Fund's general resources under the credit tranches 
and the extended Fund facility shall be subject to an annual limit of 
68 percent of quota and a cumulative limit of 300 percent of quota, 
net of scheduled repurchases. These limits shall not be regarded as 
targets. Within these limits, the amount of access in individual cases 
will vary according to the circumstances of the member in accord
ance with criteria established by the Executive Board. The Fund may 
approve stand-by or extended arrangements that provide for amounts 
in excess of these access limits in exceptional circumstances. 

2. The guidelines and the access limits are intended to be tem
porary. Therefore, they will be reviewed not later than October 29, 
1993 and annually thereafter in light of all relevant factors, including 

*
For decisions on annual reviews and guidelines on access limits and other related decisions. see 

Eighteenth Issue of this publication. 
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the magnitude of members' payments problems and developments in 
the Fund's liquidity. 

Decision No. 10181-(92/132) 
November 3, 1 992 

1 .  Pursuant to Decision No. 1 0 1  R 1-(92/ 1 12), adopted Novem
ber 3, 1992, the Fund has reviewed the guidelines and the limits for 
access to the Fund's general resources under the credit tranches and 
the extended Fund facility, and decides that during a period of three 
years from October 24, 1994, the annual access limit shall be in
creased from 68 percent of quota to 100 percent of quota. Accord
ingly, during that period, the Fund may approve outright purchases 
in the credit tranches and stand-by or extended arrangements for up 
to a total annual amount of purchases of 100 percent of quota. 
During that period, the other provisions of Decisions No. 1 0 1 8 1 -

(921132) will continue to  apply. 

2 .  This Decision shall be reviewed annually, at the time of the 
reviews prescribed by Decision No. 1 0 1 8 1 -(921132). 

Decision No. 10819-(94195) 
October 24, 1994 

1 .  Pursuant to Decision No. 1 0 1 8 1  -(921132), adopted 
:�ovember 3 ,  1992, and Decision No. 1 0819-(94/95), adopted 
October 24, 1 994, the Fund has reviewed the guidelines and the 
limits for access by members to the Fund's general resources 
under the credit .tranches and the extended Fund facility, and the 
decision to increase the annual access limit to 100 percent of quota 
during a period of three years from October 24, 1994, and decides 
that they remain appropriate in the present circumstances. 
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2.  The next of the annual reviews prescribed by Decision No. 
1 0 1 8 1 -(92/132), adopted November 3, 1992, and by Decision No. 
l 081 9-(94/95), adopted October 24, 1994•, shall be completed by 
October 3 I ,  1 996. 

Decision No. 11098-(951101) 
October 27, 1995 

1 .  Pursuant to Decision No. 1 0 1 8 J -(921132), adopted 
November 3 ,  1992, and Decision No. 1081 9-(94/95), adopted 
October 24, 1994, the Fund has reviewed the guidelines and the 
limits for access by members to the Fund's General Resources 
Account under the credit tranches and the Extended Fund Facility. 
and the decision to increase the annual limit to I 00 percent of 
quota during a period of three years from October 24, 1994, and 
decides that they remain appropriate in the present circumstances. 

2. The next of the annual reviews prescribed by Decision 
No. 1 0 1 8 1 -(92/132), adopted November 3 ,  1992, and by Decision 
No. 1 0 1 89-(94/95), adopted October 24, 1994, shall be completed 
by October 3 1  , 1997. 

Decision No. J1374-(961102) 
November 13, 1996 

The Chairman's Summing Up at the Conclusion of the Discussion 
on Criteria for the Amount of Access in individual 

* 
Cases-December 2, 1983 

The thoughtful and frank comments of Executive Directors during 
the discussion were of great benefit to the. staff and management. As 

*
The criteria governing access in individual cases set out in the Chairman's Summing Up of 

December 2, 1983 continue to apply, mutatis mutandis. under the current access limits. (See 
Summing Up by the Chairman of the discussions on Access Policy and Limits in Connection with 
Quota Increases under Nimh General Review. EBM/921129. October28, 1992. Buff/921133. October 
30. 1992.) 
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has been suggested by a number of Directors, I will sum up the dis
cussion rather than attempt to reformulate the proposed criteria in 
Section V of the staff paper EBS/83/233. 

A number of Executive Directors noted that the broad thrust of the 
staff paper, particularly Section II, "Considerations Governing 
Amount of Access, "  was acceptable to them. I will now try to sum
marize the discussion; in doing so, I will note the reservations and 
nuances that have been expressed by several Directors, without re
ferring back to the staff paper in detail. I have noted, in particular, 
the following nine points that were emphasized by Executive Direc
tors : 

l .  The criteria for the use of the Fund's resources contained in 
the decision on the Policy on Enlarged Access remained valid and 
would continue to be applied on a case-by-case basis. 

2 .  The access limits of 102 percent or 125  percent of quota set 
out in paragraph 5(c) of the communique of the Interim Committee 
were not to be regarded as targets or entitlements. 

3 .  The considerations pertaining to the use of Fund resources 
under the existing decision on enlarged access would continue to be 
applied in determining the amounts of individual access in what 
several Executive Directors had called the continuum going from 0 
to 102 or 125 percent of quota. Clearly, the criteria of the member's 
need and the strength of the adjustment program would be major 
guiding factors in setting those individual amounts. In response to 
comments made by some Directors, I can state that the staff did not 
intend to make use of the Fund's resources in the range between I 02 
percent and 125 percent of quota subject to a finding of "exceptional 
circumstances," in the sense of what governs access beyond the up
per limit. In bringing forward requests by members for the use of the 
Fund's resources under the enlarged access policy, the staff will try 
to explain more fully how it had come to the access limits proposed 
in each case, in light of the framework that has emerged from the 
views expressed by the Executive Board. 

4 .  The Fund should apply its criteria with the necessary flex
ibility and not in a mechanical way. Rather, the policy should be 
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applied on the basis of experience and taking into account the analy
tical studies of the staff and the Board discussions of the staff papers. 
Today' s staff paper was part of that background material. 

5 .  The Executive Board preferred not to codify the exceptional 
circumstances that might entail utilization of the Fund· s resources 
beyond the upper limit of 125 percent. In particular, the Board was 
opposed to singling out the impairment of the international monetary 
system as a criterion, because it might imply special treatment for 
larger countries. Several Directors had noted that, in their view, 
there might well be a good case for emphasizing the circumstances 
of smaller countries with no access to financial markets. 

6. After a thorough discussion of the concept of the Fund· s role 
as a catalyst, a number of Directors expressed the fear that this con
cept could lead to withholding the support of the Fund for countries 
with large problems and little or no access to financial markets. A 
number of other Directors stressed that in providing assistance to 
member countries where the process of reaching balance of payments 
viability would be lengthy. the Fund should be guided by the princi
ple of the revolving and temporary character of the use of the Fund· s 
resources. Directors would have another opportunity to discuss that 
issue when they considered the paper that the staff was preparing on 
continuous use of Fund resources for long periods. A number of Di
rectors stressed the importance of adapting the adjustment period to 
the circumstances of the country. All Directors agreed that the Fund 
should continue to concern itself with the type of cases referred to in 
this paragraph, and develop even closer links with the World Bank 
for this purpose. 

7 .  A number of Directors expressed the view that the problem 
of small-quota, low-income countries had been deall with inade
quately in the staff paper. and that the Fund should carry out the 
injunction of the Interim Committee in paragraph 5(f) of its commu
nique that, "in implementing its policies on access to its resources, 
the Fund should be particularly mindful of the very difficult cir
cumstances of the small-quota, low-income member countries . "  A 
number of Directors felt that in considering such cases, the Fund 
should bear in mind that the limit of SDR 25 million for a small 
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quota was outdated, and should be the subject of further consider
ation. 

8. A number of Directors felt that the staff paper was biased 
against the use of the Extended Fund Facility. I wish to emphasize 
that that had not been the intention; on the occasion of the recent 
discussion in the Executive Board on the review of past programs 
under stand-by and extended arrangements, stated that the staff and 
management had the firm intention of continuing to make use of the 
Extended Fund Facility, which had a valuable role to play but. of 
course, conditions would have to be adequate. 

9. Several Directors called for a review of the Fund's borrowing 
requirements for 1984 and beyond. and for more of an indication of 
the methods of financing them. The methods of financing the re
sources that the Fund might need to borrow in 1984 could not be de
cided until the scale of the commitments to members and the size of 
the present commitment gap were better known. When they came to 
consider the liquidity position of the Fund in the first months of 
1984, Executive Directors would be asked to express their views on 
how the Fund should meet its borrowing needs, in light of the 
amounts required. Some Directors emphasized that if requests for 
augmentation of existing arrangements on the basis of the new quoms 
and the new access limits were to be received, they would have to be 
dealt with on a case-by-case basis, in light of needs and the merits of 
particular cases. 

Auachment 

EBS/83/233 

I I .  Considerations Governing Amount of Access 

Under the decision on enlarged access, a request for the Fund's 
resources will be met only if the Fund is satisfied that the payments 
imbalance that the member faces is large in relation to its quota, that 
the member's financing need from the Fund exceeds the amount 
available to it in the credit tranches or under the Extended Fund 
Facility, and that its problem requires a relatively long period of 
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adjustment and a period of repurchases longer that three to five 
years. The decision further states that the period of a stand-by 
arrangement involving enlarged access will normally exceed one year 
and may extend to three years, and the period of an extended ar
rangement will be normally three years. In practice the Fund has 
considered successive one-year stand-by arrangements, formulated 
within a medium-term strategy of steady progress toward a sustain
able balance of payments position to be consistent with this decision, 
when the amount of the arrangement is greater than that available in 
the credit tranches. 

The considerations that need to be taken into account in deter
mining the amount of access in individual arrangements and current 
practice on access have been discussed in recent staff papers, in 
particular in EBS/83/132(6/27/83), and may be briefly recapitulated 
here. The first important consideration is the member's actual or 
potential need for resources from the Fund, taking into account other 
sources of financing and the desirability of maintaining a reasonable 
level of reserves; in no circumstances can access be greater than this 
need. The second important consideration stems from the need to 
preserve the revolving character of the resources that the Fund pro
vides, i .e . ,  the ability of the member to service its indebtedness to 
the Fund. In determining the case for Fund support and the amount 
involved. the timing and extent of the expected improvement in the 
member's balance of payments are relevant factors. It follows that 
adjustment policies in support of which the Fund's resources are to 
be used must be designed and implemented in such a manner as to 
lead to a strengthening of the balance of payments by the time the 
repurchases begin to fall due and of a sufficient extent to allow the 
member to make the repurchases without strain. Finally, the amoum 
of the member's outstanding use of Fund credit and its record in 
using Fund resources in the past must enter into the judgment on the 
appropriate scale of further use of the Fund. 

Under the policy on enlarged access, repurchases of borrowed 
resources begin three and one half years after the purchase. whether 
under a stand-by or extended arrangement. Repurchases of ordinary 
resources under a stand-by arrangement must be made during the 
regular three- to five-year period after the purchase. while repur
chases of ordinary resources under an extended arrangement must be 
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made during a four- to ten-year period after the purchase. For stand
by arrangements, it should therefore be expected that substantially all 
adjustment measures would be implemented at an early stage and 
there would be significant progress to balance of payments viability 
by the end of the three years, in order that repurchases could be 
made as scheduled. 

To ensure that the program allows repurchases co be made, a bal
ance of payments projection well into the repurchase period must 
show that progress toward a viable balance of payments position is 
being achieved. This can be indicated by a diminishing need for 
exceptional finance in general, and that to be provided by the Fund 
in particular, over the period. The policy measures already in place 
or being introduced must be commensurate with those needed to con
tinue this progress at the required rate. This subject is discussed in 
the recent paper reviewing upper credit tranche stand-by arrange
ments and conditionality (EBS/83/2 1 5 ,  I 0/4/83). 

These basic principles have to be applied in a flexible way 
because of the great variety of the member's circumstances and the 
uncertainties that attend economic projections and programming. 
Access at or close to the annual limit of I 02 percent of quota is 
justified where the member's outstanding use of the Fund's resources 
is not large, where the member has undertaken a comprehensive ad
justment program adequate to bring about a rapid turnaround in the 
balance of payments, and where the Fund is satisfied that on the 
basis of the member's past record and its present circumstances, it 
has the ability and willingness to implement the program. The Fund 
support might appropriately be given in the form of an extended 
arrangement in some of these cases. Substantial Fund financing may 
frequently be a critical element in restoring confidence of the in
ternational financial community in the policies of the country and 
thus reviving capital flows. 

In these cases where the member has an especially large need for 
financing from the Fund, and where, based on all relevant informa
tion, the strength of the adjustment effort is such that the balance of 
payments improvement will be quick, sufficient, and durable, Fund 
financing could exceed the 102 percent limit and reach up to the 125 
percent limit. Moreover, as reaffirmed by the Interim Committee, the 
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Fund should have the flexibility in exceptional cases of going beyond 
the latter limit. 

The Fund has recognized that even full implementation of a pro
gram or programs may not necessarily guarantee the achievement of 
the desired balance of payments outcome; moreover, even if the out
come were to turn out to be fully as planned, new problems could 
arise before repurchases were completed, calling for a supplementary 
adjustment effort. The Fund should continue to have the flexibility 
to provide financial support in these circumstances, even though this 
might prolong the period of use of its resources by a member. This 
policy approach is implicit in the fact that the cumulative limit allows 
additional Fund financing even when a member has obtained the 
maximum possible amount of support for a period of three years. 

There are also circumstances where it is clear at the outset that the 
adjustment period will have to be stretched beyond three years. In 
these cases Fund support should normally be in the form of succes
sive shorter-term stand-by arrangements, each arrangement being 
formulated within the framework of a medium-term strategy of bal
ance of payments adjustment. In view of the possible association of 
the Fund over a number of years, Fund financing in each individual 
year should be in moderate amounts, that is, well below the limit of 
I 02 percent. Moreover, such support must be associated with the 
prospect of a significant reduction in balance of payments pressures 
within a reasonable period so that the member will be in a position 
to make the repurchases on schedule and in less straitened circum
stances than when the corresponding drawings were made. 

In a quite different category are situations where the Fund's role 
is likely to be primarily that of a catalyst. The weakness of a mem
ber's balance of payments may be such that it is questionable wheth
er a sustainable position not requiring exceptional finance can be 
achieved over the medium term. A principal factor causing this 
weakness is often the existing burden of debt service. In some of 
these cases the debt service problem may be due in part to the large 
outstanding use of the Fund by the member and further substantial 
purchases from the Fund would only aggravate the difficulties. In ot
her cases, a substantial improvement in the balance of payments may 
call for fundamental economic changes which cannot be achieved 
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within a medium-term time frame. In all these situations Fund 
financing on a limited scale is justified if the member is taking 
appropriate steps to deal with its situation and such support will 
maintain the confidence of other creditors. The great bulk of the 
external financing must normally be provided on appropriate terms 
from sources other than the Fund. If sufficient external financing 
cannot be obtained, the Fund cannot be the residual source of fi
nance, and there would thus be no basis for the Fund to support the 
adjustment program. The amount of the financing need that can be 
met from the Fund must be closely related to the expected rate of 
improvement in the overall balance of payments, and there should be 
a clear prospect of the member making net repurchases with a view 
to restoring its credit tranche position, thus preventing the use of 
Fund resources acquiring a semipermanent character. 

Supplementary Financing Facility 

SUPPLEMENTARY FINANCING FACILITY: ESTABLISHMENT 

1 .  (a) The Fund will be prepared to provide, in accordance with 
this decision, supplementary financing in conjunction with use of the 
other resources of the Fund (hereinafter referred to as "ordinary re
sources") to members facing serious payments imbalances that are 
large in relation to their quotas. Supplementary financing for the 
purpose of this decision means financing that the Fund will provide 
under a stand-by or extended arrangement with resources the Fund 
obtains by replenishment under Article VII, Section 2 * and Deci-. ** ston No. 5509-(77/127), adopted August 29,  1 977. 

(b) Resources available to members under other policies of 
the Fund will remain available in accordance with the terms of those 
policies. 

2 .  A member contemplating use o f  the Fund's resources in the 
three credit tranches beyond the first credit tranche (hereinafter 

*corresponds to Article Vll, Section I of the Articles of Agreement after the Second Amendment. 
**Reproduced on pages 406-07. 
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referred to as the " upper credit tranches") that would include sup
plementary financing shall consult the Managing Director before 
making a request under this decision. A request by a member will be 
met under this decision only if the Fund is satisfied: (i) that the 
member needs financing from the Fund that exceeds the amount avail
able to it in the four credit tranches and its problem requires a 
relatively long period of adjustment and a maximum period for re
purchase longer than the three to five years under the credit tranche 
policies; and (ii), on the basis of a detailed statement of the economic 
and financial policies the member will follow and the measures it 
will apply during the period of the stand-by or extended arrange
ment, that the member's program will be adequate for the solution 
of its problem and is compatible with the Fund's policies on the use 
of its resources in the upper credit tranches or under the Extended 
Fund Facility. 

3 .  The Fund may approve a stand-by or extended arrangement 
that provides for supplementary financing at any time within two 
years from the effective date of this decision. The Fund will review 
this period when conducting a review under 1 2  below. Any extension 
of the period shall not exceed one year. 

4 .  (a) Supplementary financing will be available only if the 
program referred to in 2(ii) above is one in support of which the 
Fund approves a stand-by arrangement in the upper credit tranches 
or beyond or an extended arrangement. The stand-by or extended 
arrangement will be in accordance with the Fund's policies, in
cluding inter alia its policies on conditionality, phasing, and 
performance criteria, provided however that any right of augmen
tation exercised by a member in connection with a repurchase in 
respect of a purchase made with supplementary financing shall be 
subject to the same period of repurchase that applied to the purchase 
in respect of which the repurchase was made. 

(b) The period of a stand-by arrangement approved under this 
decision will normally exceed one year, and may extend up to three 
years in appropriate cases. The period of an extended arrangement 
will be in accordance with Decision No. 4377-(741 1 1 4),

* 
adopted 

September 13 ,  197 4. 

*Reproduced on pages 129-33. 
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(c) A request for a purchase in accordance with a stand-by 
or extended arrangement approved under this decision will be met 
from ordinary resources and supplementary financing in the propor
tions determined under 5 and 6 below when the arrangement is  
approved. 

5 .  The amounts available to a member under a stand-by arrange
ment approved under this decision will be apportioned between ordi
nary resources and supplementary financing as follows: 

(a) While each credit tranche is 36.25 percent of quota under 
the Fund's policies, supplementary financing will be equivalent to 
34 percent of quota in respect of each of the upper credit tranches. 

(b) After each credit tranche becomes 25 percent of quota 
under the Fund's policies, supplementary financing will be equivalent 
to 1 2 . 5  percent of quota in respect of the first credit tranche and 30 
percent of quota in respect of the upper credit tranches. 

(c) If a member has used all or part of its credit tranches 
before a stand-by arrangement is approved under this decision, the 
arrangement approved under this decision will provide that the 
amount of supplementary financing that would have been used under 
(a) and (b) above if all earlier purchases in the credit tranches had 
been made in conjunction with supplementary financing will be used, 
subject to 4(a) above, before purchases are made under (a) or (b) 
above. 

(d) If a purchase in a credit tranche is less than the amount 
of a full credit tranche, the supplememary financing to be used in 
conjunction with the purchase will be in the same proportion of the 
amount of supplementary financing referred to in (a) and (b) above 
as the purchase in the credit tranche bears to the amount available in 
that tranche when the arrangement was approved. 

(e) From time to time, the Fund will review the proportions 
of supplementary financing to be used in conjunction with the upper 
credit tranches, and may substitute modified proportions for those in 
effect pursuant to this decision. The modified proportions shall apply 
only to stand-by arrangements approved after the date of the decision 
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to modify the proportions, provided that a member that has an 
existing stand-by arrangement may request that, subject to 4(a) and 
5(c) above, any increased proportions be made available to it under 
a new or revised arrangement. 

(f) In special circumstances, a stand-by arrangement may be 
approved under this decision that provides for purchases beyond the 
credit tranches and supplementary financing available under (a), (b), 
and (c) above. The arrangement will provide that all purchases under 
it will be made with supplementary financing. The Fund, taking into 
account the criteria in 2 above, will prescribe in each arrangement 
the amount of supplementary financing that will be available. 

6. (a) Supplementary financing will be available, in combi
nation with ordinary resources, for purchases under an extended 
arrangement approved under this decision in an amount not exceed
ing the equivalent of 140 percent of quota. Purchases under an 
extended arrangement will be made with ordinary resources and with 
supplementary financing in the ratio of one to one. 

(b) Supplementary financing available to a member in ac
cordance with the ratio in (a) above will be increased by an amoum 
determined by the ratio of one to one in respect of that part of the 
upper credit tranches that is no longer available to the member as the 
result of earlier uses of the Fund's resources. Purchases will be made 
with supplementary financing, subject to 4(a) above, to the extent of 
the amount of this increase before purchases are made in accordance 
with (a) above. 

(c) The principles of 5(e) and (f) shall apply to extended 
arrangements approved under this decision. 

7 .  (a) Repurchases in respect of outstanding purchases under 
this decision will be made in accordance with the terms of the 
stand-by or extended arrangement under which the purchases were 
made. 

(b) The terms will include a provision that the member will 
be expected to repurchase in respect of purchases, whether made 
with ordinary resources or with supplementary financing, as its 
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balance of payments and reserve position improves, and will make 
such repurchases if, after consultation with the member, the Fund 
represents that repurchase should be made because of an improve
ment. 

(c) The terms will also provide that with respect to purchases 
financed with ordinary resources repurchase will be made in accor
dance with the Fund's policies on the credit tranches or under the 
Extended Fund Facility; and that with respect to purchases made with 
supplementary financing repurchase will be made in equal semi
annual installments that begin not later than three and one-half years 
and are completed not later than seven years after the purchase. 

(d) A repurchase attributed to a purchase made with supple
mentary financing in advance of this schedule of equal semiannual 
installments must be accompanied by a repurchase in respect of the 
purchase financed with ordinary resources made at the same time if 
any part of the latter purchase is still outstanding. The amounts of 
the two repurchases will be in the same proportions in which ordi
nary resources and supplementary financing were used in the pur
chases, provided, however, that the repurchase in respect of the 
purchase financed with ordinary resources will not exceed the 
amount of the purchase still outstanding. 

(e) Repurchases will be made in the media prescribed by the 
Articles of Agreement and specified by the Fund at the time of the 
repurchase after consultation with members. The Fund will be guided 
by a policy of specifying for repurchase the media in which it will 
make repayments as a result of the repurchases, and will take this 
policy into account in preparing its currency budgets. 

8. In order to carry out the purposes of this decision, the Fund 
will be prepared to grant a waiver of the conditions of Article V,  
Section 3 (a)(iii) (or Article V ,  Section 3 (b)(iii) after the Second 
Amendment of the Articles) that is necessary to permit purchases 
under this decision or to permit purchases under other policies that 
would raise the Fund's holdings of a member's currency above the 
limits referred to in that provision because of purchases outstanding 
under this decision. 
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9. The Fund will apply its credit tranche policies as if the Fund's 
holdings of a member's currency did not include holdings resulting 
from purchases outstanding under this decision that have been made 
with supplementary financing. After the effective date of the Second 
Amendment of the Articles of Agreement purchases under this deci
sion and holdings resulting from purchases outstanding under this 
decision will be excluded under Article XXX(c). 

10.  The Fund will state which purchases by a member are made 
under this decision and the amounts of ordinary resources and sup
plementary financing used in each purchase. 

1 1 .  The Fund will levy charges in accordance with the decision of 
the Executive Board on holdings of a member's currency resulting 
from purchases outstanding under this decision to the extent that they 
are made with supplementary financing. 

1 2 .  The Fund will review this decision not later than two years 
after its effective date or when the Seventh General Review of Quo
tas becomes effective, if that occurs within the two years. One year 
after the effective date of this decision the Fund will report on the 
use of the supplementary financing facility. The report will deal also 
with other important aspects of the facility. 

1 3 .  The effective date of this decision will be the date on which 
agreements are completed under Decision No. 5509-(771127), adop
ted August 29, 1977, for a total amount not less than SDR 7. 75 bil
lion, including at least six agreements each of which provides for an 
amount not less than SDR 500 million. 
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Media of Payment 

USE OF CURRENCIES AND SDRS IN THE GENERAL RESOURCES 

ACCOUNT AND PRINCIPLES AND PROCEDURES FOR 

DESIGNATION 

(a) Assessment of Strength of Member's Balance of Payments 
and Gross Reserve Position for the Purposes of Designation 

Plans, Operational Budgets and Repurchases Under 
Article V, Section 7(b) 

This decision sets forth guidelines for the assessment of the 
strength of the balance of payments and gross reserve position of a 
participant under Article XIX, Section 5(a)(i) (designation plans), 
and of the balance of payments and reserve position of a member 
under Article V, Section 3(d) (operational budgets) and, in accor
dance with Executive Board Decisions No. 5704-(78/39) and No. 
6 1 72-(79/ 1 01),  under Article V, Section 7(b) (early repurchases). 

1 .  Assessments of strength for the purposes of Article V, Sections 
3(d) and 7(b) will be based on a member's balance of payments and 
gross reserve position, and shall take into account developments in 
the exchange markets. 

2 .  A member's "balance of payments and gross reserve position" 
is a combined concept, under which strength in one element may 
compensate for moderate weakness in the other. 

3 .  In the Fund's assessment whether a member's balance of pay
ments and gross reserve position is sufficiently strong for the 
purposes of the designation plans, operational budgets, and early 
repurchases, aU relevant factors and data on the member's position 
shall be considered, including the following: recent and prospective 
movements in gross reserves, balance of payments developments, the 
relationship of gross reserves to a member's imports and Fund quota, 
and developments in exchange markets. To the extent that recent data 
on changes in a member's net reserves are available, these shall be 
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taken into account as an indicator of the member's balance of 
payments position. 

4. If a member has outstanding purchases in the General Re
sources Account, the assessment of its balance of payments and gross 
reserve position will include judgments on whether the member's 
position shows an improvement in comparison with the position at 
the time it made its last purchase from the Fund, on the extent of the 
improvement, and on whether it is likely to be sustained in the fore
seeable future. Special attention will be given to the recent and 
prospective evolution in the various components of the member's 
balance of payments, including developments in the member's net 
reserves to the extent that data are available. 

Decision No. 6273-(791158) GIS 
September 14, 1979 

(b) Specification of Currencies by the Fund 

This decision sets forth guidelines for the selection of currencies 
in purchases under Article V, Section 3(d), in repurchases under 
Article V, Section 7(i), and in transfers of SDRs by the Fund under 
Article V ,  Section 6(b) pursuant to decisions adopted prior to the 
date of this decision. 

1 .  Normally, the Fund will select a member's currency for use 
in the operations and transactions of the General Resources Account 
in amounts that result in a net reduction of the Fund's holdings of the 
currency only if the member's balance of payments and gross reserve 
position is judged to be sufficiently strong. Accordingly this will not 
preclude the possibility that the Fund will make net reductions in its 
holdings of the currency of a member with a strong reserve position 
even though it has a moderate balance of payments deficit. 

2. Under procedures to be adopted, the currency of a member 
with outstanding purchases subject to repurchase, whose balance of 
payments and gross reserve position is judged sufficiently strong for 
the purposes of operational budgets and designation plans, normally 
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will be sold by the Fund under Article V,  Section 3(d) only if the 
member and the Fund agree. 

3 .  The desirability of promoting over time balanced positions in 
the Fund ("harmonization") will be taken into account in the follow
ing way: 

a. A member's "position in the Fund" shall be defined as its 
reserve tranche position plus any outstanding loans to the Fund by 
the member or an institution of a member under credit arrangements 
that are judged by the Fund to provide it, on a continuing basis, with 
the ability to finance uses of its resources by members on terms com
parable to those applicable to the Fund's use of its currency holdings 
for this purpose. 

b. Subject to (c) and (d) below, currencies shall be selected 
for use in purchases and repurchases, and in transfers of SDRs by 
the Fund under decisions adopted prior to the date of this decision, 
in such a way as to promote, over time, the equalization of the ratios 
of members' positions in the Fund, as defined under (a) above, to 
their gold and foreign exchange holdings. 

c. The application of the principle in (b) above will not be 
carried beyond the point where the Fund's holdings of a member's 
currency are substantially below the average level, expressed as a 
percentage of quota, at which the Fund holds the currencies of mem
bers that do not have purchases outstanding and whose balance of 
payments and gross reserve position is sufficiently strong in accor
dance with paragraph 1 above. In addition, the Fund will seek to 
maintain adequate working balances of a currency. 

d. If the currency of a member whose balance of payments 
and gross reserve position is not judged sufficiently strong in accor
dance with paragraph I above can be accepted in repurchase under 
Article V, Section 7(i), the Fund, at the request of the member. will 
give special emphasis to the use of that currency for repurchases. 

4. The guidelines in this decision will be applied in a manner that 
will allow the Fund to retain the flexibility necessary to ensure that 
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(i) the use of currencies can be adapted to the needs and circumstan
ces of members and of the Fund, and (ii) the transactions and opera
tions of the Fund can be executed expeditiously and in a manner that 
pays due regard to the convenience of members. Considerations that 
are relevant under (i) may include the need for members to purchase 
certain currencies in order to stabilize exchange markets, the effects 
of the use or receipt of currencies on the Fund's financial position, 
the Fund's liquidity, and the fact that in respect of the issuer of a 
reserve currency the ratio of its Fund position to its gold and foreign 
exchange holdings may not provide an appropriate measure of the 
amounts of the currency that might be used by the Fund. Considera
tions under (ii) may include the need to avoid the use of an excessive 
number of currencies in single transactions and operations. 

Decision No. 6274-(7911 58) 
September 14, 1979 

(c) Transfers of SDRs Under Article V, Section 3(/) 

Pursuant to Article V, Section 3(j), the Fund shall provide SDRs 
instead of the currencies of other members to a participant making 
a purchase in accordance with decisions on the operational budgets 
taken under Rule 0-10.  For this purpose, the Executive Board shall 
keep under review the amount of the Fund's holdings of SDRs in the 
General Resources Account in the light of all relevant considerations, 
including the relationship of SDR holdings to its other assets, and 
will determine from time to time the approximate range within which 
the Fund will aim to maintain these holdings. 

Decision No. 6275-(791158) GIS 
September 14, 1979 

PROCEDURES FOR THE SALE OF CURRENCIES AT THE REQUEST 

OF MEMBERS WITH OUTSTANDING PURCHASES 

Pursuant to paragraph 2 of the Executive Board Decision No. 
6274-(79/158), the Executive Board approves the procedures set out 
[below]. 
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Procedures 

1 . Executive Board Decision No. 6274-(79/ 158) on the selection 
of currencies by the Fund contains the following paragraph: 

2.  Under procedures to be adopted, the currency of a member with 
outstanding purchases subject to repurchase, whose balance of payments 
and gross reserve position is judged sufficiently strong for the purposes 
of operational budgets and designation plans, normally will be sold by 
the Fund under Article V, Section 3(d) only if the member and the Fund 
agree. 

2. 
* 

3 .  
* 

4. 
* 

5 .  . the following procedural guidelines are suggested. They 
place stress on consultations between the Managing Director and the 
member concerned prior to the submission by the Managing Director 
to the Executive Board of a proposal agreed with the member on a 
maximum amount of sales of its currency and on the way in which 
these sales would be integrated in the operational budget. The 
guidelines are intended to provide a reasonable degree of flexibility 
for the Managing Director to make proposals that would be accept
able both to the member that wished its currency to be sold and to 
the Executive Board. 

a. As far as practicable, a member with outstanding purchases 
that wishes its currency to be sold by the Fund would be expected to 
consult with the Managing Director before the end of the second 
month of the quarterly period prior to the beginning of the period in 
which the currency would be sold. This will enable a proposal for 
the sale of the currency to be incorporated in the next operational 
budget. However, the Managing Director might also propose an 
amendmenr to an existing budget. The qualification "as far as 
practicable" is included in order to provide some flexibility; one 
reason for this is that a member may not know that its balance of 

*Not included in this publication. 
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payments and reserve position is  judged "sufficiently strong" for the 
purposes of the next designation plan and operational budget until the 
relevant documents are circulated to the Executive Board. 

b. Following the consultation, and with the agreement of the 
member concerned, the Managing Director will make a proposal to 
the Executive Board in accordance with paragraph (c) below that the 
currency be included in the operational budget. The Managing Direc
tor's proposal will cover the way in which the sales of the currency 
will be integrated with the sales of other currencies and SDRs in the 
execution of the operational budget. While in each case the decision 
on sales of a currency would rest with the Executive Board, there 
would be a reasonable presumption that a proposal made in accor
dance with these guidelines would be accepted. 

c. Proposals by the Managing Director for sales of a currency of 
a member with purchases outstanding would be guided by the follow
ing considerations: 

(i) Proposals would not normally be made for sales of cur
rencies if such sales would give rise to repayments of borrowing 
by the Fund ,  or if they would be attributed by the member to 
repurchase obligations falling due within the quarterly period of 
the budget. 

(ii) The amounts of currency involved should not be such as 
to detract significantly from the promotion of balanced positions 
in the Fund or the aim of maintaining the SDR holdings of the 
General Resources Account within a particular range. 

SALES OF SDRs AND USE OF CURRENCIES THROUGH THE 

OPERATIONAL BUDGETS 

I .  Sales of SDRs 

The Fund will sell the amount of SDRs expected to be received in 
each budget period; and the balance of purchases will be distributed 
between SDRs and currencies in such a manner as to aim at Fund 
holdings of special drawing rights of SDR 4 .5  billion in early 1982, 
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taking into account use and receipt of SDRs and currencies in trans
actions and operations outside the budgets. Modifications in this 
guideline will be proposed as necessary. 

2 .  Use of Currencies 

Currencies shall be selected for use on the transfer and receipt 
side of the operational budgets in amounts that will promote, over 
time, balanced "positions in the Fund" as follows: 

a. For the quarterly period March-May 1981  the method 
currently in use will be continued. 

b. For the subsequent quarterly periods the amounts on the 
transfer side of the budgets will be calculated on the basis of 
members' holdings of gold and foreign exchange and the amounts 
on the receipt side will be calculated in proportion to their reserve 
tranche positions in the Fund. Modifications of this method will 
be proposed if circumstances so warrant. The Fund will seek to 
maintain adequate working balances of currencies. 

c. The U.S. dollar will be included in the operational budgets 
on the basis of ad hoc proposals. 

d. A member's "position in the Fund" shall be defined as its 
reserve tranche position plus any outstanding loans to the Fund by 
the member, or an institution of a member, under credit arrange
ments that are judged by the Fund to provide it, on a continuing 
basis, with the ability to finance uses of its resources by members 
on terms comparable to those applicable to the Fund's use of its 
currency holdings for this purpose. 

Decision No. 6772-(81/35) GIS 
March 5, 1981 

GUIDELINES REGARDING THE USE OF CURRENCIES IN 

THE GENERAL RESOURCES ACCOUNT 

The Executive Board approves the operational guidelines set out 
below: 
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a. On the transfer side of the operational budget, currencies will 
be allocated in proportion to members' gold and foreign exchange 
reserves, as reported in International Financial Statistics, provided 
that the Fund's holdings of a member's currency in terms of quota 
shall not be reduced as a result of transfer allocations below a floor 
of two-thirds of  the average level, expressed as a percent of quota, 
at which the Fund would hold by the end of a budget period the 
currencies of members that are sufficiently strong to be included in 
the operational budget (excluding the United States dollar); 

b. The use of the U .S .  dollar in transfers shall be included in the 
operational budgets on the basis of ad hoc proposals and, to the 
extent feasible, the Fund will aim to maintain the Fund's holdings of 
U.S. dollars, in relation to quota, close to the average level of the 
Fund's holdings of currencies of other members in relation to quotas 
that are sufficiemly strong to be included in the operational budget; 

c .  On the receipts side of the operational budget, the currencies 
to be used in receipts will be allocated in proportion to the reserve 
tranche positions of those members included in the operational 
budget, provided that such use shall not raise the Fund's holdings of 
such a member's currency above its norm for remuneration; 

d. The currencies of members with no outstanding purchases and 
with relatively large reserve tranche positions that were not 
considered sufficiently strong for inclusion in the operational budget 
would be used in receipts only, with their agreement; 

e. The Fund will seek to maintain adequate working balances of 
currencies of not less than 10 percent of quotas; 

f. The operation of the guidelines will be periodically reported 
to the Executive Board in the context of the quarterly operational 
budget; any proposals for modification of the guidelines will be 
presented to the Executive Board for its consideration. The 
guidelines will be reviewed by the Executive Board not later than 
February 10 ,  1995. 
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The Fund has reviewed the guidelines for the use of currencies 
under the Fund's operational budget approved by Decision No. 
1 0279-(93/ 19), adopted February 10 ,  1993, and decides that they 
remain appropriate. These guidelines will be reviewed again by the 
Fund not later than December 3 1 ,  1 996. 

Decision No. 10904-(95/13) 
February 6, 1995 

SALES OF SDRS AND CURRENCIES IN THE GENERAL 

RESOURCES ACCOUNT: LEVEL OF FUND SDR HOLDINGS 

In determining the amounts of SDRs to be transferred in purchases 
under the operational budgets, the Fund will be guided by the aim of 
reducing the Fund's SDR holdings to a level of approximately SDR 
4.0 billion by May 3 1 ,  1985. Prior to April 30, 1985, the Fund will 
review the level of its SDR holdings to determine whether and to 
what extent they should be further reduced. 

Decision No. 7626-(84123) S 
February 13, 1984 

In determining the amounts of SDRs to be transferred in purchases 
under the operational budgets, the Fund will be guided by the aim of 
reducing the Fund's SDR holdings to a level of approximately SDR 
2.  5 billion by May 3 1 ,  1986. Prior to April 30, 1986, the Fund will 
review the level of its SDR holdings to determine whether and to 
what extent they should be reduced further. 

Decision No. 7941-(85150) S 
March 29, 1985 

In  determining the amounts of SDRs to be transferred in purchases 
under the operational budgets, the Fund will be guided by the aim of 
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reducing the Fund's SDR holdings to a level of approximately SDR 
I billion by May 3 1 ,  1987. Prior to April 30, 1987, the Fund will 
again review the level of its SDR holdings. 

Decision No. 8265-(86170) S 
April 25, 1986 

In determining the amounts of SDRs to be transferred in purchases 
under the operational budgets, the Fund will be guided by the aim of 
maintaining the Fund's SDR holdings within the approximate range 
of SDR 0.  75-1 .25 billion. The Executive Board will be informed on 
the evolution of the Fund's holdings of SDRs on a regular basis. 
Should circumstances warrant any change in this approximate range, 
proposals will be brought to the Executive Board. 

Decision No. 8574-(87164) S 
April 24, 1987 

In determining the amounts of SDRs to be transferred in purchases 
and operational payments under the operational budgets, the Fund 
will be guided by the aim of reducing the Fund's SDR holdings to 
within a range of SDR 1 .0- 1 . 5  billion by end-1995. The Executive 
Board will be informed of the evolution of the Fund's holdings of 
SDRs on a regular basis in the context of the quarterly operational 
budget. 

Decision No. I 0278-(931 19) S 
February 10, 1992 

SELECTION OF CURRENCIES BY THE FUND 

This decision sets forth guidelines for the selection of currencies 
in purchases under Article V, Section 3(d), in repurchases under 
Article V ,  Section 7(i), and in transfers of SDRs by the Fund under 
Article V, Section 6(b) pursuant to decisions adopted prior to the 
date of this decision. 
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1 .  Normally, the Fund will select a member's currency for use 
in the operations and transactions of the General Resources Account 
in amounts that result in a net reduction of the Fund's holdings of the 
currency only if the member's balance of payments and gross reserve 
position is judged to be sufficiently strong. Accordingly this will not 
preclude the possibility that the Fund will make net reductions in irs 
holdings of the currency of a member with a strong reserve position 
even though it has a moderate balance of payments deficit. 

2. (a) Under procedures to be adopted, the currency of a mem
ber with outstanding purchases subject to the guidelines on early re
purchase, whose balance of payments and gross reserve position is 
judged sufficiently strong for the purposes of operational budgets and 
designation plans, normally will be sold by the Fund under Ani
cle V, Section 3(d) only if the member and the Fund agree. 

(b) If the outstanding purchases of a member judged suffi
ciently strong are not subject to the guidelines on early repurchase, 
and the member agrees with the Fund that its currency shall be sold, 
the amounts of its currency to be sold shall be calculated in accor
dance with the procedures set out in the Annex to this decision. 

3. If the currency of a member whose balance of payments and 
gross reserve position is not judged sufficiently strong in accordance 
with paragraph 1 above can be accepted in repurchase under Arti
cle V ,  Section 7(i), the Fund, at the request of the member, will give 
special emphasis to the use of that currency for repurchases. 

4 .  The guidelines in this decision will be applied in a manner 
that will allow the Fund to retain the flexibility necessary to ensure 
that (i) the use of currencies can be adapted to the needs and circum
stances of members and of the Fund, and (ii) the transactions and 
operations of the Fund can be executed expeditiously and in a man
ner that pays due regard to the convenience of members. Considera
tions that are relevant under (i) may include the need for members 
to purchase certain currencies in order to stabilize exchange markets, 
the effects of the use or receipt of currencies on the Fund's financial 
position, the Fund's liquidity, and the fact that in respect of the 
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issuer of a reserve currency the ratio of its Fund position to its gold 
and foreign exchange holdings may not provide an appropriate meas
ure of the amounts of the currency that might be used by the Fund. 
Considerations under (ii) may include the need to avoid the use of an 
excessive number of currencies in single transactions and operations. 

ANNEX 

Decision No. 6774-(81 /35) 
March 5, 1981 

Sales of Currencies of Members Indebted to the Fund 

a. There are some members indebted to the Fund that are judged 
sufficiently strong but to whose outstanding purchases the guidelines 
on early repurchase do not apply. It was agreed that the Fund would 
not insist on its right to sell the currency of such a member and such 
sales would take place only if there was agreement between the mem
ber and the Fund. In such cases the Managing Director is authorized, 
under procedures agreed by the Executive Board, to approach any of 
these members in a particularly strong position with a view to the 
member reducing its indebtedness to the Fund in amounts calculated 
in accordance with the guidelines. In order to facilitate sales of such 
members' currencies, the rule of attribution is changed to give a 
member with outstanding indebtedness under excluded facilities 
financed by borrowing (other than the GAB) the option to apply the 
consequent reduction in the Fund's holdings of its currency to an 
enlargement of its reserve tranche position rather than to the dis
charge of its outstanding obligations to the Fund. 

b. The Fund will calculate the amounts of the currencies of the 
members referred to in (a) above, included for sales in an operational 
budget, in accordance with the guidelines on early repurchase. In 
addition, if any other debtor member whose outstanding purchases 
were neither under excluded facilities financed by borrowings nor 
subject to the guidelines on early repurchase agreed with the Fund 
on the sale of its currency, the Fund would calculate the amounts to 
be sold in the same manner. However, at the request of the member, 
the calculated amounts would be reduced for the first two successive 
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budget periods. The calculation of the amount of sales of a debtor 
member's currency for any quarterly period would no longer be 
made in accordance with the guidelines on early repurchase, or 
would be reduced from the calculated amount, when sales of the 
currency equal the outstanding indebtedness of the member to the 
Fund. 
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Ineligibility to Use the Fund's General 
Resources 

USE OF FUND'S RESOURCES: LIMITATION AND INELIGIBILITY 

UNDER ARTICLE V, SECTION 5 

The Fund has, in the case of a member which has had a previous 
exchange transaction with the Fund, power to declare the member 
ineligible or limit its use of the resources of the Fund if the member 
is, in the opinion of the Fund, using the resources of the Fund in a 
manner contrary to the purposes of the Fund. 

Decision No. 284-3 
March 10, 1948 

USE OF FUND'S RESOURCES: POSTPONEMENT AND LIMITATION 

UNDER ARTICLE V ,  SECTION 5 

If the Fund receives a request from a member to purchase ex
change and either, ( 1 )  the Fund is considering sending the member 
a report pursuant to Article V ,  Section 5 or (2) the Fund finds when 
the request is before it that action pursuant to that Section should be 
considered, then the Fund has the authority, pursuant to Article V, 
Section 5 of the Fund Agreement, to postpone the transfer as permit
ted under the provisions of Rules and Regulations G-3* for such 
time as may reasonably be necessary to decide the question of apply
ing Article V,  Section 5 ,  and, if it decides to apply it, to prepare and 
send to the member a report and subject its use of the Fund's re
sources to limitations. Under such circumstances the limitations 

• Corresponds to Rule G-4 or the Rules and Regulations adopted April 29, 1981 effective May 1 .  

1981. 
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imposed will apply to the pending request for the purchase of ex
change as well as to future requests. 
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Sales of SDRs by the Fund 

1 .  Pursuant to Article V, Section 6(b) and (c), the Fund shall 
provide a member at its request with SDRs from the General Re
sources Account in exchange for an equivalent amount of the cur
rencies of other members to enable the member to pay SDRs in order 
to increase its quota under Board of Governors Resolution No. 34-2 
on the Seventh General Review of Quotas or in accordance with the 
provisions of that Resolution. 

2. The amount of SDRs a member may receive under this deci
sion shall not exceed the difference between the amount of the 
member's SDR holdings and the amount of its quota payment due in 
SDRs at the time of paymenr. 
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Repurchases 

EARLY REPURCHASES 

1 .  In applying the first sentence of Article V, Section 7(b) of the 
Second Amendment the Fund will be guided by the Summary of 
Guidelines attached to this decision. 

2 .  This decision will be reviewed after one year from the date of 
its adoption. 

Summary of Guidelines 

The following paragraphs are intended to provide members with 
the assurance that if they repurchase the amount indicated by the 
agreed guidelines they will be meeting the expectation of Article V,  
Section 7(b). These guidelines would need to be reviewed from time 
to time in the light of experience. 

a. A member's balance of payments and reserve position would 
normally be deemed to have improved sufficiently for repurchases to 
be expected under Article V, Section 7(b), if the member's position 
is judged sufficiently strong in the context of a quarterly designation 
plan and currency budget. However, a member that makes a 
purchase in the credit tranches or under a special facility would not 
be expected to make repurchases under Article V,  Section 7(b) until 
the quarter following the second full quarter after its purchase, 
provided that at that time its balance of payments and reserve 
position was judged sufficiently strong. 

b. During the quarter following the decisions on the designation 
plan and currency budget, it would be expected that the member's 
outstanding purchases would be reduced by a specified amount, 
either by repurchases or by sales of the member's currency, or by 
some combination of the two. The method employed would be at the 
option of the member. 

c. Subject to paragraphs (d) and (e) below, the specified amount 
for the expected quarterly repurchase would be 1 . 5  percent of the 
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member's latest gross reserves plus (minus) 5 percent of the increase 
(decrease) in gross reserves over the latest six-month period for 
which data are available. The quarterly amount would be subject to 
a limit of 4 percent of a member's latest gross reserves, and the 
amount of a quarterly repurchase would be limited to an amount that 
would not reduce the member's latest gross reserves below 250 per
cent of the member's quota. 

d .  The specified amount would represent the minimum reduction 
in the Fund's holdings of the member's currency expected during the 
quarter. Repurchases under Article V, Section 7(c) and (d), and 
Schedule B, and sales of the member's currency, would count toward 
meeting that minimum. If the minimum is exceeded in one quarter, 
the excess amount shall be deducted from expected repurchases in the 
subsequent quarter or quarters. 

e. If, during the six months prior to the date when a member is 
added to the list of those members whose positions are considered 
sufficiently strong, a member makes repurchases in amounts in 
excess of amounts it was obliged or expected to make during those 
six months, these excess amounts shall be deducted from expected 
repurchases in the subsequent quarter or quarters. 

f. If a member opted to have its currency sold, the specified 
amount (less any other expected reductions in the Fund's holdings) 
would also serve as the amount of the currency the Fund might sell 
in the quarter under Article V, Section 3(d). l f  the Fund did not sell 
the currency in the specified amount before the end of the second 
month of the quarter, the member would be expected to repurchase 
any balance remaining before the end of the quarter. 

Decision No. 5704-(78139) 
March 22, 1978, effective April 1, 1978 

GUIDELINES FOR EARLY REPURCHASE 

Preamble 

This decision sets forth guidelines for members regarding early 
repurchase under the first sentence of Article V ,  Section 7(b) when 
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the balance of payments and reserve position of members improves. 
The guidelines apply to the Fund's holdings of currency that result 
from the purchases under Article V, Section 3 that are referred to in 
the following sentence and are subject to repurchase under the pro
visions of the Articles and policies of the Fund. This decision, and 
any future changes in it, shall apply in respect of holdings of cur
rency resulting from purchases made either (i) under stand-by or 
extended arrangements approved by the Fund after October l ,  1977, 
or (ii) after the date of this decision, but not under stand-by or 
extended arrangements approved by the Fund before October 1 ,  
1977. Decision No. 5704-(78/39) shall continue to apply in respect 
of holdings of currency resulting from purchases made after April 1 ,  
1978 and before the date of this decision that were not made under 
a stand-by or extended arrangement. 

The Fund's authority to select the currencies to be used in pur
chases i n  accordance with the Articles and its policies is not modified 
by these guidelines. 

l .  A member's balance of payments and reserve position will be 
deemed normally to have improved sufficiently for early repurchases 
to be expected in accordance with these guidelines if the member's 
position is judged sufficiently strong for the purposes of a quarterly 
designation plan and operational budget as determined by the Fund 
from time to time in the light of the relevant factors. A member that 
makes a purchase in the credit tranches or under a special policy of 
the Fund will not be expected, however, to make early repurchases 
until the quarter following the second full quarter after its purchase. 

2 .  During the quarter following the decisions adopting the desig
nation plan and operational budget, it will be expected that the 
Fund's holdings of the member's currency will be reduced by a spe
cified amount, either by repurchases or by sales of the member's 
currency, or by some combination of the two. The method employed 
will be at the option of the member. 

3 .  Subject to paragraphs 4 and 5 below, the specified amoum for 
the expected quarterly repurchase will be l .  5 percent of the mem
ber's gross reserves plus (minus) 5 percent of the increase (decrease) 
in gross reserves over the latest six-month period for which data are 
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available (" latest gross reserves"). The quarterly amount will be 
subject to a limit of 4 percent of the member's latest gross reserves. 
A quarterly repurchase will be limited to an amount that will not 
(i) reduce the member's latest gross reserves below 250 percent of 
the member's quota, and (ii) exceed, together with the member's 
early repurchases and sales of its currency during the preceding three 
quarters, I 0 percent of these reserves. 

4 .  The specified amount in accordance with paragraph 3 above 
will represent the minimum reduction in the Fund's holdings of the 
member's currency expected during the quarter. Repurchases by the 
member and sales of the member's currency during the quarter will 
be included in calculating the reductions for this purpose. If the 
member's repurchases made during a quarter in advance of repur
chase maturities, or the sale of its currency during that quarter, 
exceed the minimum reduction expected during that quarter, the 
excess will give rise to a credit that will meet pro tanto the expec
tations of early repurchase for the next five quarters. At the end of 
a quarter the credit will be reduced by the larger of (i) the repur
chase expectation for the quarter that is deemed to be satisfied by the 
credit, and (ii) the repurchase obligations that would have matured 
during the quarter but have been discharged by the advance repur
chase or by the sale. 

5 .  If, during the two quarters prior to the date when a member is 
added to the list of members whose positions are considered suffi
ciently strong for the purposes of the quarterly designation plan and 
operational budget, the member's repurchases in advance of matur
ity, or the sale of its currency, exceed the minimum reduction expec
ted during those two quarters, a credit will be given in accordance 
with paragraph 4 above. Any credit still available when a member's 
balance of payments and reserve position is no longer considered 
sufficiently strong for the purposes of a quarterly designation plan 
and operational budget will continue to apply in accordance with 
paragraph 4 above. 

6. I f  a member has opted to have its currency sold, it will be 
included in the operational budget for the amount calculated in accor
dance with paragraphs 3, 4, and 5 above, Jess the amount of its 
repurchase obligations maturing during the quarter. If the Fund has 
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not sold the currency in the specified amount before the end of the 
second month of the quarter, the member will be expected to repur
chase any balance remaining before the end of the quarter. 

7. In each operational budget the Managing Director wi!J report 
on the observance by members of the guidelines for early repur
chase. 

8. This decision will be reviewed from time to time in the light 
of experience. 

REPURCHASE 

Decision No. 61 72-(791101) 
June 28, 1979 

I .  (a) Repurchases of the outstanding amount of a member's 
currency that results from a purchase under the credit tranches and 
is subject to charges under Article V,  Section 8(b), or under the 
decision on Compensatory Financing of Export Fluctuations (Deci
sion No. 4912-(75/207), as amended) or the decision on The Problem 
of Stabilization of Prices of Primary Products (Decision No. 2772-

(69/47), as amended), or the decision on Compensatory Financing of 
Fluctuations in the Cost of Cereal Imports (Decision No. 6860-

(81  /8 1 ) ,  as amended), or the decision on the Compensatory and 
Contingency Financing Facility (Decision No. 8955-(881 126), as 
amended), shall be completed, pursuant to Article V ,  Section 7(c), 
five years after the date of the purchase, provided that the repurchase 
shall be made in equal quarterly installments during the period be
ginning three years and ending five years after the date of the 
purchase unless the Fund approves a different schedule. 

(b) A member that has outstanding purchases under the deci
sion on The Problem of Stabilization of Prices of Primary Products 
(Decision No. 2772-(69/47), as amended) will be expected to make 
a repurchase at an earlier date than would be required under (a) 
above when, and to the extent that, the international buffer stock for 
the financing of which the purchase was made makes distributions in 
currency to the member. 
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2 .  Decisions with respect to the timing of repurchases shall be 
understood to permit a member to combine all repurchases to be 
made within a calendar month and to complete them not later than 
the last business day of the month, provided however that the 
maximum period for use of the Fund's resources according to the 
policy under which a repurchase is to be made shall not be exceeded. 

3 .  If a member that has an outstanding obligation to pay gold in 
repurchase has made an equivalent repurchase with special drawing 
rights in discharge of a commitment the member shall be regarded as 
having discharged its obligation in accordance with Schedule B ,  
paragraph 2 .  

4 .  If  a member that has an outstanding obligation t o  pay gold in 
repurchase has made an equivalent repurchase with currencies of 
other members in discharge of a commitment, the member shall be 
regarded as having discharged its obligation in accordance with Sche
dule B ,  paragraph 2, provided that if the currencies paid are not 
acceptable in repurchase as of the date of the Second Amendment, 
the member shall substitute an equivalent amount of the currencies 
of other members specified by the Fund in accordance with Arti
cle V ,  Section 7(i). 

5. If a member that has an outstanding obligation to pay gold in 
repurchase has not made an equivalent repurchase with special draw
ing rights or with the currencies of other members in discharge of a 
commitment, within two months after the date of the Second Amend
ment of the Articles of Agreement, the member shall make a repur
chase equivalent to the outstanding obligation in gold with special 
drawing rights or, at its option, with the currencies of other members 
specified by the Fund in accordance with Article V, Section 7(i). The 
repurchase shall be regarded as a discharge of the member's 
obligation in accordance with Schedule B, paragraph 2 .  

6.  The dates for the payment o f  special drawing rights or curren
cies of other members in discharge of any obligation to pay gold to 
the Fund in repurchase, and for any substitution under paragraph 5 
above, after the date of the Second Amendment of the Articles of 
Agreement shall be determined in accordance with Schedule B ,  para
graph 1 .  
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7. Repurchase under Schedule B, paragraph 4 shall be completed 
four years after the date of the Second Amendment of the Articles of 
Agreement. If the Fund's holdings of a member's currency that are 
subject to paragraph 4(ii) are in excess of I 0 percent of the member's 
quota on the date of the Second Amendment, the member shall be 
requested to agree to make the repurchase in four equal installments 
beginning not later than one year after that date. 

Decision No. 5703-(78139) 
March 22, 1978, effective April 1 ,  1978, 

as amended by 
Decision No. 6862-(81181) 

May 13, 1981, and 
Decision No. 8955-(881126) 

August 23, 1988 

A member shall discharge any repurchase obligation that accrued 
in gold before the date of the Second Amendment with special draw
ing rights or, at its option, with the currencies of other members 
specified by the Fund in accordance with Article V, Section 7(i). 

Decision No. 5809-(78188) 
June 12, 1 978 

ATTRIBUTION OF REDUCTIONS IN FUND'S HOLDINGS OF 
CURRENCIES 

1 .  (a) Subject to paragraphs (b) and (c) below a member shall 
be free to attribute a reduction in the Fund's holdings of its currency 
(i) to any of its obligations to repurchase, and (ii) to enlarge its 
reserve tranche. 

(b) If the reduction results from the sale of a member's cur
rency or from operational payments by the Fund, an attribution may 
not be made to an obligation to repurchase financed from borrowed 
resources unless the Fund is obligated or entitled immediately to 
repay the lender on the occasion of such attribution. A member 
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would be able to combine an attribution under this decision to an 
obligation to repurchase financed with ordinary resources with a 
repurchase of an outstanding obligation financed with borrowed re
sources, provided this repurchase and the attribution would result in 
a joint reduction of repurchase obligations as required under Deci
sion No. 5508-(77/127) and Decision No. 6783-(8l/40). 

(c) An attribution to create a reserve tranche may only be 
made if the reduction results from the sale of the member's currency 
or from operational payments by the Fund in that currency and if the 
member's obligations to repurchase do not include an obligation 
relating to a purchase financed through borrowing under the GAB. 

2. A reduction attributed to a reserve tranche position will not 
discharge an expectation of repurchase under the Guidelines for 
Early Repurchase. 

3 .  I f  the member when asked does not make an attribution i n  ac
cordance with l above, it will be deemed to be discharging the first 
maturing repurchase obligation. 

4.  The Fund will review this decision before April 30, 1984. 

Decision No. 6831-(81165) 
April 22, 1981, effective May I,  1981, 

as amended by 
Decision No. 7059-(82123) 

February 22, 1982 

The Executive Board has reviewed Decision Nos. 6830-
(81 /65), adopted April 22, 1981 ,  effective from May 1 ,  1981 and 
6831-(81/65), adopted April 22, 1981 ,  effective from May 1 ,  1 9 8 1 ,  
as amended by  Decision No. 7059-(82/23), adopted February 22, 
1982. It has concluded that the decisions shall remain in effect 
without any change. 
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Charges and Remuneration 

CHARGES: FUTURE CHANGES IN CHARGES ON FUND'S 

HOLDINGS OF MEMBERS' CURRENCIES IN EXCESS OF QUOTA 

Changes in any schedule of charges levied under Article V, Sec
tion 8(c), (cf), and (e)* shall apply to all holdings subject to the 
schedule that are obtained by the Fund after the date of this decision. 

Decision No. 4239-(74167) 
June 13, 1974 

CHARGES: MEDIA OF PAYMENT IN GENERAL 

RESOURCES ACCOUNT 

1 .  A member whose holdings of SDRs are insufficient for the 
payment of the total of estimated charges due and payable by it with
in  the next thirty days may: 

(a) obtain SDRs from the General Resources Account up to 
a reasonable estimate of the balance of SDRs needed for the 
payment; or 

(b) pay the balance of the charges in the currencies of other 
members. 

2 .  A member that is unable to pay charges in SDRs because it is 
not a parricipant in the Special Drawing Rights Department and has 
not been prescribed as an other holder may pay all charges payable 
under Article V ,  Section 8 in the currencies of other members. 

*
corresponds to Article V, Section 8(b), (c), and (d) of the Articles of Agreement after the 

Second Amendment. 
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3 .  The currencies for which the SDRs would be sold under para
graph I (a) or that would be paid under paragraph l(b) and para
graph 2 shall be selected by the Fund from those currencies that the 
Fund would receive in accordance with the operational budget in 
effect at the time. 

Decision No. 5702-(78139) GIS 
March 22, 1978, effective April I, 1978, 

as amended by 
Decision No. 7096-(82157) GIS 

April 23, 1982 

CHARGES: ACCOUNTING FOR CHARGES FROM MEMBERS WITH 
OVERDUE OBLIGATIONS 

The Executive Board decides that, effective November l ,  1986, 
accrued charges on the use of the Fund's general resources from a 
member that is overdue in meeting any financial obligation to the 
Fund for six months or more will not be included in accrued income 
unless the member is current in the payment of charges. Charges that 
are not included in accrued income will instead be reponed as 
deferred income, and will be recorded as income only when paid. 
Once charges from a member have been reported as deferred 
income, charges subsequently accrued will not be included in 
accrued income until the member becomes current in the payment of 
charges. 

"' 
Decision No. 8433-(86/ 1 75)' 

October 31, 1986 

*Replaced Decision No. 7930·(85/41), March 13. 1985. 
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CHARGES: SPECIAL CHARGES ON OVERDUE FINANCIAL 

OBLIGATIONS TO THE FUND 

I. Overdue Repurchases 

I .  Pursuant to [ ]* the Fund bas reviewed the rates of 
charge to be levied under Article V,  Section 8(c) on its holdings of 
a member's currency that have not been repurchased in accordance 
with the requirements of the Articles or decisions of the Fund. 

2. Within three business days after (i) the due date for the repur
chase by a member of the Fund's holdings of its currency or (ii) the 
effective date of this decision, whichever is the later, the Fund shall 
consult with the member on the reduction of the Fund's holdings of 
the member's currency that should have been repurchased. The con
sultation shall take place by rapid means of communication. 

3 .  Unless the Fund's holdings of the member's currency are 
reduced within the period referred to in Section I V  below by the 
amount that should have been repurchased, the rate of charge on the 
holdings that should have been repurchased shall be increased by a 
percentage equal to the excess, if any, of the rate of interest on the 
SDR over the rate of charge levied on the holdings under Rule 
1-6(4). For the purposes of this calculation, any adjustments in the 
rate of charge referred to in Rule I-6(4) that may be made to cover 
deferred income or for placement to the Special Contingent Account 
shall not be taken into consideration. 

II. Overdue Charges in the General Resources Account 

A special charge equal to the rate of interest on the SDR shall be 
paid by a member on the unpaid amount of charges owed by it under 
Article V, Section 8(a) and (b). 

Ill. Overdue Interest and Repayments on Trust Fund Loans 

The Fund shall levy a special charge on (i) the amount of overdue 
interest on Trust Fund loans, at a rate equal to one half of the sum 

*
Deleted by Decision No. 10551·(9411) GfrR. January 7, 1994. 
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of the rate of interest on Trust Fund loans and the rate of interest on 
the SDR, and (ii) the overdue amounts of repayments of Trust Fund 
loans, at a rate equal to one half of the sum of the rate of interest on 
Trust Fund loans and the rate of imerest on the SDR, less one-half 
percent. 

IV. Waiver of Special Charges 

Special charges under Sections I ,  II, and III above shall be levied 
in respect of an overdue financial obligation as of the due date or the 
effective date of this decision, whichever is the later, unless the 
obligation is discharged within ten business days after the applicable 
date. 

Effective May 1 ,  1992, special charges under Sections I and II 
above shall not be levied on overdue obligations of a member that is 
overdue in meeting any financial obligation to the Fund subject to 
special charges under Sections I and II above for six months or 
more. 

Effective May I ,  1993, special charges under Section III above 
shall not be levied on overdue obligations of a member that is 
overdue for six months or more in meeting any financial obligation 
to the Fund subject to special charges under Section III above. 

V. Notification and Payment of Special Charges 

1 .  Special charges levied under this decision shall be payable 
following the end of each of the Fund's financial quarters and the 
member shall be notified promptly of any special charges due. The 
charges shall be payable on the third business day following the 
dispatch of the notification. 

2 .  Special charges in respect of overdue repurchases and charges 
in the General Resources Account shall be paid in SDRs to that 
Account. Special charges in respect of overdue repayments and 
interests on Trust Fund loans shall be paid in U.S. dollars to the 
Special Disbursement Account. Such payments may be made also in 
SDRs to a prescribed holder on behalf of the Special Disbursement 
Account, provided that use of SDRs is in accordance with Decision 
No. 8642-(871 1 0 1 )  S/TR, adopted July 9, 1987. 
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VI. Entry into Effect and Review 

This Decision will enter into effect on February 1 ,  1986. It will 
be reviewed shortly after October 3 1 , 1986 at the time of the 
mid-year review of the Fund's income position for the financial year 
ending April 30, 1987, and thereafter annually in connection with the 
annual reviews of the Fund's income position. 

Decision No. 8165-(85/189) G/TR 
December 30, 1985, effective 

February I ,  1986, as amended by 
Decision Nos. 8496-(8713) G/TR, January 7, 1987, 

8641-(871101) G/SITR, July 9, 1987, 
8923-(881110) G/TR, July 21, 1988, and 

10000-(92158) G/TR, April 1 7, 1992 
10337-(93149) GITR, April 9, 1993 

10352- (93/49) GITR, April 9, 1993, and 
10551-(9411) G/TR, January 7, 1994 

CHARGES: SETOFF IN CONNECTION WITH A RETROACTIVE 

REDUCTION OF CHARGES DUE BY MEMBERS IN ARREARS 

1 .  When the Fund decides upon a retroactive reduction in the rate 
of charge specified in Rule 1-6(4), the amount to be paid to a 
member that has charges or repurchases overdue, in the General Re
sources Account, on the effective date of the payment by the Fund, 
shall be set off pro ianto, as of that date, against such overdue 
obligations in the following manner: the member shall be requested 
to specify which overdue obligations, among the categories listed in 
paragraph 2, it wishes to discharge by the setoff; in the absence of 
a response by the member within seven business days after the re
quest, the setoff shall apply to the member's overdue obligations, 
within the categories listed in paragraph 2, in the descending order 
of maturities. 
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2.  The setoff under paragraph 1 shall apply to: 

(a) special charges due on the amount of overdue char
ges under Executive Board Decision No. 81 65-(85!1 89)G/TR, 
December 30, 1985; 

(b) special charges due on the amount of overdue repurchases 
under Article V,  Section 8(c); 

(c) charges due under Article V, Section 8(a) or (b); 

(d) overdue repurchase obligations. 

Decision No. 8271-(86174) 
April 30, 1986 

CHARGES: SPECIAL CHARGES ON OVERDUE REPURCHASES

SETOFF 

The amount to be repaid by the Fund to a member with respect to 
special charges on overdue obligations in the General Resources 
Account under Decision No. 8 1 65-(851189) G/TR paid by the 
member for the first quarter of financial year 1987 shall be set off 
pro tanto against charges due for the second quarter of financial year 
1987. 

Decision No. 8442-(861178) 
November 6, 1986 

Burden Sharing 

INCOME POSITION-PRINCIPLES OF " BURDEN SHARING, "  IN

COME TARGET FOR FY 1987 AND FY 1988, RATE OF 

CHARGE, AND RATE OF REMUNERATION 

Secrion I. Principles of "Burden Sharing " 

1 .  The financial consequences for the Fund which stem from the 
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existence of overdue financial obligations shall be shared between 
debtor and creditor member countries. 

2 .  This sharing shall b e  applied in a simultaneous and symme
trical fashion. 

Section II. Income Target for FY 1987 and FY 1988 

1 . During financial year 1987 and financial year 1988, the Fund's 
net income target shall be raised from S percent to 7. S percent of the 
Fund's reserves at the beginning of each year. The additional net 
income shall be generated in accordance with the provisions of Sec
tion V .  It shall be recorded separately in the financial statements of 
the Fund. 

2. For financial year 1988, the Fund may decide to add supple
mental income to be generated in accordance with the provisions of 
Section V. It shall be recorded separately in the financial statements 
of the Fund. 

Section Ill. Rate of Charge 

1 .  (a) The rate of charge referred to in Rule I-6(4) shall be deter
mined at the beginning of financial year 1987 and financial year 
1988. This determination shall be made on the basis of the estimated 
income and expense of the Fund during the year and the target a
mount of net and supplemental income for the year, and shall include 
the adjustment necessary to generate one half of the additional net 
income and of the supplemental income for the year. 

(b) During financial year 1987 and financial year J 988, when 
estimating income, no deduction shall be made for projected deferred 
income. 

2. During financial year 1987 and financial year 1988, the rate 
of charge shall be further adjusted in accordance with the provisions 
of Section V. 

3 .  The rate of charge in force as of the end of a financial year. 
as adjusted under Section V ,  shall continue to apply subsequently 
unless it is otherwise decided. 
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Section IV. Rate of Remuneration 

l .  Effective August 1 ,  1986, Rule I - 1  O(d) shall cease to apply. 

2 .  Effective February 1 ,  1987, Rule I - 1  0 shall read as follows: 

I- 10 .  (a) The rate of remuneration shall be equal to 
I 00 percent of the rate of interest on holdings of SDRs under 
Rule T - 1  (hereafter referred to as "SD R interest rate") .  

(b) The relationship of  the rate of remuneration to 
the SDR interest rate will be referred to as the "remuneration 
coefficient." 

3. During financial year 1987 and financial year 1988, the rate 
of remuneration shall be adjusted in accordance with the provisions 
of Section V.  

Section V. "Burden Sharing " in FY 1987 and FY 1988 

I .  In financial year 1987 and financial year 1988. and notwith
standing Rule l-6(4)(a) and (b) and Rule I- 10,  the rate of charge 
referred to in Rule I-6(4), and the rate of remuneration prescribed in 
Rule I-1 0 shall be adjusted in accordance with the provisions of this 
Section. 

2. (a) Jn order to generate the additional net income referred to 
in Section II . ! ,  and the supplemental income referred to in Sec
tion II .2, the rate of charge shall be adjusted in accordance with the 
provisions of Section III . I  (a), and the rate of remuneration shall be 
adjusted, subject to the limitation in (c), in accordance with the 
provisions of this paragraph, so as to produce equal amounts of 
income. 

(b) If income from charges becomes deferred during an ad
justment period as defined in (d), the rate of charge and the rate of 
remuneration shall be further adjusted, subject to the limitation in 
(c), in accordance with the provisions of this paragraph. so as to 
generate, in equal amounts, an additional amount of income equal to 
the amount of deferred charges. For the purposes of this provision, 
special charges on overdue financial obligations under Decision 
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No. 8 165-(85/189) G/TR, adopted December 30, 1985, shall not be 
taken into account. 

(c) No reduction in the rate of remuneration under this para
graph shall be carried to the point where the average remuneration 
coefficient would be reduced below 85 percent for an adjustment 
period. 

(d) Subject to the provisions of Section I l l . l (a), the adjust
ments under this paragraph shall be made as of May 1 ,  as of 
August I ,  as of November I ,  and as of February l of each year: 

shortly after July 31 for the period from May 1 to July 3 1 ;  

shortly after October 3 1  for the period from August 1 to 
October 3 1 ;  

shortly after January 3 1  for the period from November 1 to 
January 3 1 ;  

shortly after April 30 for the period from February I to 
April 30. 

(e) Notwithstanding the provisions of (d), any adjustment 
made in respect of the first half of financial year 1987 shall affect 
the rate of remuneration only as of August 1 ,  1986. 

(f) The operation of this decision shall be reviewed when the 
remuneration coefficient is reduced to 85 percent under (c). 

3 .  A midyear review of the Fund's income position shall be held 
shortly after October 3 1  of each year. If, after any adjustment under 
paragraph 2, the actual net income for the first six months of the 
financial year, on an annual basis, is below the target amount for the 
year by an amount equal to, or greater than, 2 percent of the Fund's 
reserves at the beginning of the financial year, the Executive Board 
will consider how to deal with the situation. If  on December 1 5  no 
agreement has been reached as a result of this consideration, the rate 
of charge shall be increased as of November 1 to the level necessary 
to reach the target amount of net income for the year. 
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4. (a) An amount equal to the proceeds of any adjustment made 
under paragraph 2(a) in order to generate supplemental income in 
financial year 1988 shall be distributed, in accordance with the pro
visions of this paragraph, to members that have paid additional 
charges or have received reduced remuneration as a result of the 
adjustment, when there are no outstanding overdue charges and 
repurchases, or at such earlier time as the Fund may decide. 

(b) An amount equal to the proceeds of any adjustment made 
under paragraph 2(b) in financial year 1987 or financial year 1988 
shall be distributed, in accordance with the provisions of this para
graph, to members that have paid additional charges or have received 
reduced remuneration as a result of the adjustment, when, and to the 
extent that, charges, the deferral of which had given rise to the same 
adjustment, are paid to the Fund. Distributions under this provision 
shall be made quarterly. 

(c) Distributions under (a) or (b) shall be made in proportion 
to the amounts that have been paid or have not been received by each 
member as a result of the respective adjustments. 

(d) If a member that is entitled to a payment under this para
graph has any overdue obligation to the Fund in the General Depart
ment at the time of payment, the member's claim under this para
graph shall be set off against the Fund's claim in accordance with 
Decision No. 8271 -(86/74), adopted April 30, 1986, or any subse
quent decision of the Fund. 

Decision No. 8348-(861122) 
July 25, 1986, as amended by 

Decision Nos. 8481- (86/202), December 1 7, 1986, and 
8482-(86/202), December 1 7, 1986 

Managing Director 's Concluding Remarks at Informal Meeting 
on Principles of Burden Sharing and the Fund's Income Position 

July 1 7, 1986 

Although we need to look at the language, the principles I out
lined at the outset of this afternoon's meeting are accepted, but the 
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mechanism for FY 1987 and FY 1988 is different. 

The agreed principles are: 

First, the consequences for the Fund which stem from the problem 
of overdue financial obligations should be shared between debtor and 
creditor member countries. Second, the burden sharing in principle 
should be applied in a simultaneous and symmetrical fashion inas
much as the Articles of Agreement make possible the full application 
of this principle. Third, the remuneration coefficient would be raised 
to 100 percent of the interest rate on the SDR. 

The principles governing burden sharing shall remain in effect as 
a temporary understanding, as long as the problem of overdue finan
cial obligations which gave rise to the need for burden sharing at 
present continues. 

The compromise on the financing mechanism for FY 1987 and 
FY 1988 is as follows: 

( 1 )  The remuneration coefficient will be increased to 100 per
cent, effective February 1 ,  1987; until that time the 
coefficient will move according to the existing formula. 

(2) The income for FY 1986 in excess of target-SDR 26 mil
lion-remains part of reserves; it will not be deemed as 
income for FY 1987. 

(3) As a reserve effort in FY 1987 and FY 1988 the target will 
be increased from 5 percent to 7. 5 percent; there will be 
burden sharing, without refunding. 

( 4) The FY 1988 reserve target of 7. 5 percent may be raised 
beyond that figure if needed; burden sharing will apply above 
5 percent and amounts in excess of 7.5 percent will be re
fundable. 

(5) Net income above 5 percent will be placed in a special line of 
"reserves. " 
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The mechanism will be in place for two years; afterwards, the 
Board will take a new decision. As for the 85 percent floor to the 
rate of remuneration, if the remuneration coefficient is moving to
ward that limit the situation will be reviewed in advance to determine 
what action the Fund should take; the Board will reach a decision in 
light of the circumstances at that time. The existing safeguard clause 
continues, to avoid a vacuum. 

Techniques will be studied, and implemented as practical, of ad
justing, in the conrext of the operational budget, the share of the 
United States in total remunerated positions with a view to mitigating 
the share of the United States in the amount of burden sharing to be 
assumed by the creditor countries. 

Managing Director's Concluding Remarks at 
Executive Board Meeting 86/124 on July 30, 1986 on 

Principles of Burden Sharing and the Fund's Income Position 

With reference to the texts of Decision No. 8348-(86/ 122) and 
Decision No. 8349-(86/ 122) taken at EBM/861 122 on July 25, 1986, 
and noting today's revision (7/30/86) of the concluding remarks on 
July 17, it was understood that: 

The Executive Board will come back at an early date to the issue 
of provisioning. 

For any financial year after 1988, in which the problem of over
due obligations to the Fund remains serious, the reserve target will 
remain at 7. 5 percent unless a decision by the Executive Board on 
provisioning will have altered the treatment of the problem in the 
meantime. 

The increase in the reserve target above 5 percent will remain 
subject to burden sharing as during FY 1987 and FY 1988 as long 
as the increase is required by the problem of overdue obligations. 
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SPECIAL CONTINGENT ACCOUNT 

In view of the existing overdue obligations, a special contingent 
account shall be established. It shall be recorded separately in the 
Fund's financial statements. There shall be placed to that account, 
for financial year 1987, an amount of SDR 26,547,074. This amount 
shall be distributed, to creditors and debtors for that year, in 
accordance with the principles of burden sharing, when the need for 
this account disappears. 

Decision No. 8619-(87190) 
June 1 7, 1987 

SPECIAL CONTINGENT ACCOUNT: ADDITIONS IN FY 1988, 

AND DISPOSITION OF AMOUNTS PLACED IN 

FY 1987 AND FY 1988 

I .  An amount equivalent to 21h percent of the Fund's reserves at 
the beginning of financial year 1988 already provided for in accor
dance with Section I I .  I of Decision No. 8348-(861122), adopted 
July 25, 1986, as amended, shall be placed to the Special Contingent 
Account at the end of financial year 1988. 

2. An additional amount equivalent to 21;2 percent of the Fund's 
reserves at the beginning of financial year 1988 shall be raised in 
accordance with Section Il .2 and Section V . l  and 2(a) of Decision 
No. 8348-(861 122), as amended, as follows: 

(a) effective February 1 ,  1988 the rate of charge referred to 
in Rule I-6(4) shall be 6. 1 5  percent; 

(b) the rate of remuneration shall be adjusted for the period 
from February I through April 30, 1988 in order to generate an 
amount of net income equal to the amount generated under (a), 
subject to the limitation in Section V .2(c) of Decision No. 8348-
(861122), as amended. 

That additional amount shall also be placed to the Special Con-
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tingent Account at the end of financial year 1988. 

3. The amounts placed to the Special Contingent Account, includ
ing the amount placed to it in financial year 1987, shall be distribut
ed when there are no outstanding overdue charges and repurchases, 
or at such earlier time as the Fund may decide, in accordance with 
subparagraphs (a), (b), and (c) below: 

(a) distributions of the amounts placed to the Special Con
tingent Account at the end of financial year 1988 shall be made in 
proportion to the amounts that have been paid, or have not been 
received, by each member in financial year 1988 as a result of ad
justments made under paragraphs 1 and 2 above; 

(b) the amount placed to the Special Contingent Account in 
financial year 1987 shall be distributed to members that have paid 
charges referred to in Rule 1-6( 4) in financial year 1987, in propor
tion to the amoums that have been paid; 

(c) any distribution shall be made in proportion to the total 
amount to be distributed to each member under (a) and (b) cumula
tively. 

4. If any loss is charged against the Account, it shall be recorded 
in accordance with the principle of proportionality set forth in 
paragraph 3(c). 

Decision No. 8780-(88112) 
January 29, 1988 

PRINCIPLES OF "BURDEN SHARING," RATE OF CHARGE, 

AMOUNT FOR SPECIAL CONTINGENT ACCOUNT AND NET 

INCOME TARGET, AND IMPLEMENTATION OF "BURDEN 

SHARING" FOR FY 1989 

Section I. Principles of "Burden Sharing" 

I . The financial consequences for the Fund which stem from the 
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existence of overdue financial obligations shall be shared between 
debtor and creditor member countries. 

2 .  This sharing shall be applied in a simultaneous and symme
trical fashion. 

Section II. Determination of the Rate of Charge 

1 .  (a) The rate of charge for financial year 1989 referred to in 
Rule I-6(4)(a) shall be determined at the beginning of the financial 
year, on the basis of the estimated income and expense of the Fund 
during the year, to generate the target amount of net income for that 
year. 

(b) When estimating income, no deduction shall be made for 
projected deferred income. 

2 .  The rate of charge shall be adjusted in accordance with the 
provisions of Section IV.  

3 .  The rate of charge in force as of the end of financial year 
1 989, as adjusted under Section IV, shall continue to apply subse
quently unless it is otherwise decided. 

4 .  Net income for FY 1989 exceeding the total of (i) the amount 
specified i n  Section III, and (ii) the amount of deferred income in the 
quarter ended April 30, 1988 for which no adjustments are made in 
that quarter in accordance with Decision No. 8878-(88/84), adopted 
May 23,  1988, shall be used to reduce the rate of charge 
retroactively for FY 1989. 

Section III. Amount for Special Contingent A ccount and Net Income 
Target for FY 1989 

1 .  An amount equivalent to 5 percem of the Fund's reserves at 
the beginning of financial year 1989 shall be generated during fi
nancial year 1989, in accordance with the provisions of Section IV. 
and shall be placed to the Special Contingent Account. 

2. In addition, during financial year 1989, in accordance with 
Rule I-6(4)(a), the target amount of net income referred to in Rule 
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l-(6)(4)(a) shall be 5 percent of the Fund's reserves at the beginning 
of the year. 

Section IV. Implementation of "Burden Sharing " 

1 .  During financial year 1989, notwithstanding Rule I-6(4)(a) 
and (b) and Rule 1- 10,  the rate of charge referred to in Rule 1-6(4), 
and the rate of remuneration prescribed in Rule 1 - 1 0  shall be adjusted 
in accordance with the provisions of this Section. 

2.  (a) In order to generate the amount to be placed in financial 
year 1989 to the Special Contingent Account, the rate of charge, 
and, subject to the limitation in (c), the rate of remuneration shall be 
adjusted, in accordance with the provisions of this paragraph, so as 
to produce equal amounts of income. 

(b) If income from charges becomes deferred during an ad
justment period as defined in (d), the rate of charge and, subject to 
the limitation in (c), the rate of remuneration shall be further ad
justed, in accordance with the provisions of this paragraph, so as to 
generate, in equal amounts, an additional amount of income equal to 
the amount of deferred charges. For the purposes of this provision, 
special charges on overdue financial obligations under Decision No. 
8 I 65-(85/ 1 89) G/TR, adopted December 30, I 985, as amended, shall 
not be taken into account. 

(c) No adjustment in the rate of remuneration under this par
agraph shall be carried to the point where the average remuneration 
coefficient would be reduced below 85 percent for an adjustment 
period. 

(d) The adjustments under this paragraph shall be made as of 
May I, 1988, as of August 1 ,  1988, as of November 1 .  1988, and as 
of February l ,  1989: 

shortly after July 3 1  for the period from May I to July 3 1 ;  

shortly after October 3 1 for the period from August 1 to 
October 3 1 ;  
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shortly after January 3 1  for the period from November 1 to 
January 3 1 ;  

shortly after April 30 for the period from February 1 to 
April 30. 

(e) The operation of this decision shall be reviewed when the 
adjustment in the rate of remuneration reduces the remuneration 
coefficient to the limit in (c) above. 

3 .  A midyear review of the Fund's income position shall be held 
shortly after October 3 1 ,  1988. If, after any adjustment under 
paragraph 2, the actual net income for the first six months of the 
financial year, on an annual basis, is below the target amount for the 
year, by an amount equal to, or greater than, 2 percent of the Fund's 
reserves at the beginning of the financial year, the Executive Board 
will consider how to deal with the situation. If on December 1 5  no 
agreement has been reached as a result of this consideration, the rate 
of charge shall be increased as of November I to the level necessary 
to reach the target amount of net income for the year. 

4. (a) Subject to paragraph 3 of Decision No. 8780-(88/ 12) ,  
adopted January 29,  1988, the balances held in the Special Contin
gent Account shall be distributed in accordance with the provisions 
of this paragraph to members that have paid additional charges or 
have received reduced remuneration as a result of the adjustment, 
when there are no outstanding overdue charges and repurchases, or 
at such earlier time as the Fund may decide. 

(b) An amount equal to the proceeds of any adjustment for 
deferred charges shall be distributed, in accordance with the provi
sions of this paragraph, to members that have paid additional charges 
or have received reduced remuneration as a result of the adjustment, 
when, and to the extent that, charges, the deferral of which had 
given rise to the same adjustment, are paid to the Fund. Distributions 
under this provision shall be made quarterly. 

(c) Distributions under (a) or (b) shall be made in proportion 
to the amounts that have been paid or have not been received by each 
member as a result of the respective adjustments. 
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(d) If a member that is entitled to a payment under this 
paragraph has any overdue obligation to the Fund in the General 
Department at the time of payment, the member's claim under this 
paragraph shall be set off against the Fund's claim in accordance 
with Decision No. 827 1-(86174), adopted April 30, 1986, or any 
subsequent decision of the Fund. 

(e) Subject to paragraph 4 of Decision No. 8780-(88/ 12),  
adopted January 29, 1988, if any loss is charged against the Special 
Contingent Account, it shall be recorded in accordance with the 
principles of proportionality set forth in (c). 

Decision No. 8861-(88167) 
April 27, 1988, as amended by 

Decision No. 8880-(88184) 
May 23, 1988 

INCOME POSITION-BURDEN SHARING-IMPLEMENTATION IN 

FY 1990
* 

Section /. Principles of "Burden Sharing " 

1 . The financial consequences for the Fund which stem from the 
existence of overdue financial obligations shall be shared between 
debtor and creditor member countries. 

2 .  The sharing shall b e  applied i n  a simultaneous and symmetri
cal fashion. 

Section II. Determination of the Rate of Charge 

1 .  The rate of charge for financial year 1990 referred to in 
Rule I-6(4)(a) shall be adjusted in accordance with the provisions of 
Section IV.  

*s imilar decisions have been adopted for FY 1991, 1992, and 1993 (See Decision Nos. 9410-
(90/62), 9696-(91/49), and 9997-(92/57) in Selected Decisions, Eighteenth Issue. June 30. 1993). 
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2 .  The rate of charge in force as of the end of financial year 
1990, as adjusted under Section IV, shall continue to apply subse
quently unless it is otherwise decided. 

Section III. Amount for Special Contingent Account 

1 .  An amount equivalent to SDR 65 million shall be generated 
during financial year 1990, in accordance with the provisions of 
Section IV, and shall be placed to the Special Contingent Account. 

Section IV. Implementation of Burden Sharing 

l .  During financial year 1990, notwithstanding Rule I-6(4)(a) 
and (b) and Rule I-10, the rate of charge referred to in Rule I-6(4) 
and the rate of remuneration prescribed in Rule I - 1 0  shall be adjusted 
in accordance with the provisions of this Section. 

2. (a) In order to generate the amount to be placed in financial 
year 1990 to the Special Contingent Account in accordance with 
Section III, the rate of charge, and, subject to the limitation in (c), 
the rate of remuneration shall be adjusted, in accordance with the 
provisions of this paragraph, so as to produce equal amounts of 
income. 

(b) I f  income from charges becomes deferred during an ad
justment period as defined in (d), the rate of charge and, subject to 
the limitation in (c), the rate of remuneration shall be further adjust
ed, in accordance with the provisions of this paragraph, so as to 
generate, in equal amounts, an additional amount of income equal to 
the amount of deferred charges. For the purposes of this provision, 
special charges on overdue financial obligations under Decision No. 
8 1 65-(85/189) G/TR, adopted December 30, 1985, as amended, shall 
not be taken into account. 

(c) No adjustment in the rate of remuneration under this par
agraph shall be carried to the point where the average remuneration 
coefficient would be reduced below 85 percent for an adjustment 
period. 

(d) The adjustments under this paragraph shall be made as of 
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May 1 ,  1989, as of August I ,  1989, as of November 1 ,  1989, and as 
of February 1 ,  1990: 

shortly after July 3 1  for the period from May I to July 3 1 ;  

shortly after October 3 1  for the period from August 1 to 
October 3 1 :  

shortly after January 3 1  for the period from November 1 to 
January 3 1 ;  

shortly after April 30 for the period from February I to 
April 30. 

(e) The operation of this decision shall be reviewed when the 
adjustment in the rate of remuneration reduces the remuneration 
coefficient to the limit in (c) above. 

3 .  A midyear review of the Fund's income position shall be held 
shortly after October 3 1 ,  1989. If, after any adjustment under para
graph 2, the actual net income for the first six momhs of the finan
cial year, on an annual basis, is below the target amount for the 
year, by an amount equal to, or greater than, 2 percent of the Fund's 
reserves at the beginning of the financial year, the Executive Board 
will consider how to deal with the situation. I f  on December 15  no 
agreement has been reached as a result of this consideration, the rate 
of charge shall be increased as of November 1 to the level necessary 
to reach the target amount of net income for the year. 

4. (a) Subject to paragraph 3 of Decision No. 8780-(88/ 12) ,  
adopted January 29,  1988,  the balances held in the Special Contin
gent Account shall be distributed in accordance with the provisions 
of this paragraph to members that have paid additional charges or 
have received reduced remuneration as a result of the adjustment, 
when there are no outstanding overdue charges and repurchases, or 
at such earlier time as the Fund may decide. 

(b) An amount equal to the proceeds of any adjustment for 
deferred charges shall be distributed, in accordance with the pro
visions of this paragraph, to members that have paid additional 
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charges or have received reduced remuneration, when, and to the ex
tent that, charges, the deferral of which had given rise to the same 
adjustment, are paid to the Fund. Distributions under this provision 
shall be made quarter! y .  

(c) Distributions under (a) or (b) shall be made in proportion 
to the amounts that have been paid or have not been received by each 
member as a result of the respective adjustments. 

(d) If a member that is entitled to a payment under this 
paragraph has any overdue obligation to the Fund in the General 
Department at the time of payment, the member's claim under this 
paragraph shall be set off against the Fund's claim in accordance 
with Decision No. 8271-(86174), adopted April 30, 1986, or any 
subsequent decision of the Fund. 

(e) Subject to paragraph 4 of Decision No. 8780-(881 12),  
adopted January 29, 1988, if any loss is charged against the Special 
Contingent Account, it shall be recorded in accordance with the 
principles of proportionality set forth in (c). 

Decision No. 9135- (89/46) 

April 26, 1989 

BURDEN SHARING-IMPLEMENTATION IN FY 1994 

Section I .  Principles of "Burden Sharing" 

1 .  The financial consequences for the Fund which stem from the 
existence of overdue financial obligations shall be shared between 
debtor and creditor member countries. 

2.  The sharing shall be applied in a simultaneous and symme
trical fashion. 
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Section II. Determination of the Rate of Charge 

1 .  The rate of charge for financial year 1994 referred to in Rule 
I -6( 4) and shall be adjusted in accordance with the provisions of 
Section IV.  

2 .  The rate of charge referred to in Rule I-6(4) in force as of the 
end of financial year 1994, as adjusted under Section IV, shall conti
nue to apply subsequently unless it is otherwise decided. 

3 .  When estimating income for purposes of Rule I-6(4)(a) and 
(b), no projection shall be made of deferred income. The calculation 
of actual net income under Rule I-6(4)(b) shall include the proceeds 
of adjustments for deferred income under Section IV, paragraph 2.  

Section III .  Amount for Special Contingent Account I 

An amount equivalent to 5 percent of the Fund's reserves at the 
beginning of the financial year shall be generated during financial 
year 1994 in accordance with the provisions of Section IV, and shall 
be placed to the Special Contingent Account- I referred to in Deci
sion No. 9471 -(90/98), adopted June 20, 1990. 

Section IV.  Implementation of Burden Sharing 

1 .  During financial year 1994, notwithstanding Rule I-6(4)(a) and 
(b), and Rule 1-10,  the rate of charge referred to in Rule I-6(4) and 
the rate of remuneration prescribed in Rule I - 1  0 shall be adjusted in 
accordance with the provisions of this Section. 

2 .  (a) In order to generate the amount to be placed to the 
Special Contingent Account-1 in accordance with Section III, the rate 
of charge, and, subject to the limitation in (c), the rate of remu
neration, shall be adjusted in accordance with the provisions of this 
paragraph, so as to produce equal amounts of income. 

(b) If income from charges becomes deferred during an 
adjustment period as defined in (d), the rate of charge and, subject 
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to the limitation in (c), the rate of remuneration, shall be further 
adjusted, in accordance with the provisions of this paragraph, so as 
to generate, in equal amounts, an additional amount of income equal 
to the amount of deferred charges. For the purposes of this provi
sion, special charges on overdue financial obligations under Decision 
No. 8 1 65-(851189) G/TR, adopted December 30, 1 985, as amended, 
shall not be taken into account. 

(c) No adjustment in the rate of remuneration under this 
paragraph shall be carried to the point where the average remune
ration coefficient would be reduced below 85 percent for an adjust
ment period. 

(d) The adjustments under this paragraph shall be made as of 
May 1 ,  1993, August 1 ,  1993, November 1 ,  1993, and February 1 ,  
1994: 

shortly after July 3 1  for the period May l to July 3 1 ;  

shortly after October 3 1  for the period from August 1 to 
October 3 1 ;  

shortly after January 3 1  for the period from November 1 to 
January 3 1 ;  

shortly after April 30 for the period from February 1 to 
April 30. 

(e) The operation of this decision shall be reviewed when the 
adjustment in the rate of remuneration reduces the remuneration co
efficient to the limit in (c) above. 

3 .  
* 

4. (a) Subject to paragraph 3 of Decision No. 8780-(8811 2) ,  
adopted January 29. 1988. the balances held in the Special Contin
gent Account-1 shall be distributed in accordance with the provisions 

* 
Deleted by Decision No. 10549·(9411). January 7. 1994. 
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of this paragraph to members that have paid additional charges or 
have received reduced remuneration as a result of the adjustment, 
when there are no outstanding overdue charges and repurchases, or 
at such earlier time as the Fund may decide. 

(b) An amount equal to the proceeds of any adjustment for 
deferred charges shall be distributed, in accordance with the provi
sions of this paragraph, to members that have paid additional charges 
or have received reduced remuneration, when, and to the extent that, 
charges, the deferral of which had given rise to the same adjustmenr, 
are paid to the Fund. Distributions under this provision shall be 
made quarter! y .  

(c) Distributions under (a) or (b) shall be made in proportion 
to the amounts that have been paid or have not been received by each 
member as a result of the respective adjustments. 

(d) If a member that is entitled to a payment under this para
graph has any overdue obligation to the Fund in the General De
partment at the time of payment, the member's claim under this 
paragraph shall be set off against the Fund's claim in accordance 
with Decision No. 8271 -(86174), adopted April 30, 1986, or any 
subsequent decision of the Fund. 

(e) Subject to paragraph 4 of Decision No. 8780-(88/12), 
adopted January 29, 1988, if any loss is charged against the Special 
Contingent Account- ! ,  it shall be recorded in accordance with the 
principles of proportionality set forth in (c). 

Decision No. 10340- (93154) 
April 14, 1993, as amended by 

Decision No. 10549-(9411) 
January 7, 1994 

NET INCOME TARGET FOR FY 1994 AND RATE OF 

CHARGE ON USE OF FUND RESOURCES 

l .  The target amount of net income for FY 1 994 shall be 5 per
cent of the Fund's reserves at the beginning of the financial year plus 
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the shortfall from the income target in FY 1993. 

2. 
* 

3 .  Effective May I ,  1993, the proportion of the rate of charge 
referred to in Rule 1-6(4) to the SDR interest rate under Rule T-1 
shall be I l l  . 0 percent. 

Decision No. 10391- (93186) 
June 21, 1993, as amended by 

Decision No. 10552-(9411) 
January 7, 1994, and 

Decision No. 10554-(9411) 
January 7, 1994 

BURDEN SHARING-IMPLEMENTATION DURING 

THE FIRST QUARTER OF FY 1 995 

Section I .  Principles of "Burden Sharing " 

1 .  The financial consequences for the Fund which stem from the 
existence of overdue financial obligations shall be shared between 
debtor and creditor member countries. 

2 .  The sharing shall be applied in a simultaneous and symmetri
cal fashion. 

Section II. Determination of the Rate of Charge 

I . During the first quarter of financial year 1995, the rate of 
charge for financial year 1995 referred to in Rule 1-6(4) shall be 
adjusted in accordance with the provisions of Section IV.  

2.  When estimating income for purposes of Rule I-6(4)(a) and 
(b), no projection shall be made of deferred income. The calculation 

•Paragraphs2. 4. 5. and 6 were deleted by Decision No. 10554-(94/1). January 7. 1994. 
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of actual net income under Rule I-6(4)(b) shall include the proceeds 
of adjustments for deferred income under Section IV, paragraph 2.  

Section III.  Amount for Special Contingent Account I 

An amount equivalent to 1 .  25 percent of the Fund's reserves at 
the beginning of the financial year shall be generated during the first 
quarter of financial year 1995 in accordance with the provisions of 
Section IV, and shall be placed to the Special Contingent Account-! 
referred to in Decision No. 9471-(90/98), adopted June 20, 1 990. 

Section IV. Implementation of Burden Sharing 

l .  During the first quarter of financial year 1995, notwith
standing Rule I-6(4)(a) and (b) and Rule I-10,  the rate of charge 
referred to in Rule I-6(4) and the rate of remuneration prescribed in 
Rule 1 - 10 shall be adjusted io accordance with the provisions of this 
Section. 

2 .  (a) In order to generate the amount to be placed to the Spe
cial Contingent Account-! in accordance with Section III, the rate of 
charge, and, subject to the limitation in (c), the rate of remuneration, 
shall be adjusted in accordance with the provisions of this paragraph, 
so as to produce equal amounts of income. 

(b) If income from charges becomes deferred during the ad
justment period as defined in (d), the rate of charge and, subject to 
the limitation in (c), the rate of remuneration, shall be further 
adjusted, in accordance with the provisions of this paragraph, so as 
to generate, in equal amounts, an additional amount of income equal 
to the amount of deferred charges. For the purposes of this provi
sion, special charges on overdue financial obligations under Decision 
No. 8 1 65-(85/189) G/TR, adopted December 30, 1985, as amended, 
shall not be taken into account. 

(c) No adjustment in the rate of remuneration under this 
paragraph shall be carried to the point where the average remu
neration coefficient would be reduced below 85 percent for an 
adjustment period. 
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(d) The adjustments under this paragraph shall be made as of 
May 1 ,  1994 shortly after July 3 1  for the period of May 1 to 
July 3 1 .  

3 .  (a) Subject to paragraph 3 of Decision No. 8780-(88/ 12),  
adopted January 29, 1988, the balances held in the Special Con
tingent Account-! shall be distributed in accordance with the provi
sions of this paragraph to members that have paid additional charges 
or have received reduced remuneration as a result of the adjustment, 
when there are no outstanding overdue charges and repurchases, or 
at such earlier time as the Fund may decide. 

(b) An amount equal to the proceeds of any adjustment for 
deferred charges shall be distributed, in accordance with the 
provisions of this paragraph, to members that have paid additional 
charges or have received reduced remuneration, when, and to the 
extent that, charges, the deferral of which had given rise to the same 
adjustment, are paid to the Fund. Distributions under this provision 
shall be made quarterly. 

(c) Distributions under (a) or (b) shall be made in proportion 
to the amounts that have been paid or have not been received by each 
member as a result of the respective adjustments. 

(d) If a member that is entitled to a payment under this 
paragraph has any overdue obligation to the Fund in the General 
Department at the time of payment, the member's claim under this 
paragraph shall be set off against the Fund's claim in accordance 
with Decision No. 8271-(86174), adopted April 30, 1986, or any 
subsequent decision of the Fund. 

(e) Subject to paragraph 4 of Decision No. 8780-(88/12), 
adopted January 29, 1988, if any loss is charged against the Special 
Contingent Account- ! ,  it shall be recorded in accordance with the 
principles of proportionality set forth in (c). 
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DISPOSITION OF NET INCOME FOR FY 1 994 

The Fund's net income for financial year 1994, equal to 
SDR 74,149,193,  shall be placed to the Special Reserve. 

Decision No. 10704-(94152) 
June 8, 1994 

NET INCOME TARGET FOR FY 1995; RATE OF CHARGE 

ON USE OF FUND RESOURCES; AND RETROACTIVE 

REDUCTION OF RATE OF CHARGE FOR FY 1995 AND 

INCREASE IN NET INCOME TARGET FOR FY 1996 

I . The target amount of net income for financial year 1995 shall 
be 5 percent of the Fund's reserves at the beginning of the Financial 
year. 

2. Effective May 1 ,  1994, the proponion of the rate of charge 
referred to in Rule I-6(4) to the SDR interest rate under Rule T-1 
shall be 1 1 5 .  I percent. 

3 .  Any net income for financial year 1995 in excess of the target 
amount of net income of 5 percent of the Fund's reserves at the 
beginning of that financial year shall be used to reduce retroactively 
the proportion of the rate of charge to the SDR interest rate for 
financial year 1995. If net income for financial year 1995 is below 
the target amount for that year, the net income target for financial 
year 1996 shall be increased by the equivalent of that shortfall .  
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INCOME POSITION FOR FY 1 995-MIDYEAR REVIEW; RATE OF 

CHARGE AS OF NOVEMBER 1 ,  1994; AND RETROACTIVE 

REDUCTION OF RATE OF CHARGE FOR FY 1994 AND 

INCREASE IN NET INCOME TARGET FOR FY 1 996 

Effective November 1 ,  1994, the proportion of the rate of charge 
under Rule I-6(4)(a) shall be 1 12 . 0  percent. Net income for financial 
year (FY) 1995 in excess of 5 percent of the Fund's reserves at the 
beginning of the year shall be used first to reduce retroactively the 
proportion of the rate of charge under Rule I -6( 4 )(a) for the period 
May 1 , 1994 to October 3 1 , 1994 to the extent possible but not 
below 1 12.0 percent. Any remaining amount of net income at the 
end of FY 1995 in excess of the target amount shall be used to 
reduce further the proportion effective May 1 ,  !994. If net income 
for FY 1995 is below the target amount for that year, the net income 
target for FY 1996 shall be increased by the equivalent of that 
shortfall. 

Decision No. 10850-(941107) 
December 9, 1994 

BURDEN SHARING-IMPLEMENTATION DURING SECOND 

THROUGH FOURTH QUARTERS OF FY 1995 

Section I .  Principles of "Burden Sharing " 

1 .  The financial consequences for the Fund which stem from the 
existence of overdue financial obligations shall be shared between 
debtor and creditor member countries. 

2 .  The sharing shall be applied in a simultaneous and symme
trical fashion. 

305 



©International Monetary Fund. Not for Redistribution 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

Section II .  Determination of the Rate of Charge 

1 .  During the second through fourth quarters of financial year 
1995, the rate of charge for financial year 1995 referred to in Rule 
I -6( 4) shall be adjusted in accordance with the provisions of 
Section IV.  

2 .  When estimating income for purposes of Rule I-6(4)(a) and 
(b), no projection shall be made of deferred income. The calculation 
of actual net income under Rule I-6(4)(b) shall include the proceeds 
of adjustments for deferred income under Section IV, paragraph 2.  

Section III .  Amount for Special Contingent Account I 

An amount equivalent to I .  25 percent of the Fund's reserves at 
the beginning of the financial year shall be generated each quarter 
during the second through fourth quarters of financial year 1995 in 
accordance with the provisions of Section IV, and shall be placed to 
the Special Contingent Account - 1  referred to in Decision No. 94 7 I 
(90/98), adopted June 20, 1990. 

Section IV.  Implementation of Burden Sharing 

1 .  During the second through fourth quarters of financial year 
1995, notwithstanding Rule I-6(4)(a) and (b) and Rule 1-10,  the rate 
of charge referred to in Rule I-6(4) and the rate of remuneration 
prescribed in Rule l-1 0 shall be adjusted in accordance with the 
provisions of this Section. 

2. (a) In order to generate the amount to be placed to the 
Special Contingent Account- ! in accordance with Section fll,  the rate 
of charge and, subject to the limitation in (c), the rate of 
remuneration, shall be adjusted in accordance with the provisions of 
this paragraph, so as to produce equal amounts of income. 

(b) If income from charges becomes deferred during an 
adjustment period as defined in (d), the rate of charge and, subject 
to the limitation in (c), rhe rate of remuneration, shall be furrher 
adjusted, in accordance with the provisions of rhis paragraph. so as 
to generate, in equal amounts, an additional amount of income equal 
to the amount of deferred charges. For the purposes of this 
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provtston, special charges on overdue financial obligations under 
Decision No. 8 1 65-(8511 89) G/TR, adopted December 30, 1985, as 
amended, shall not be taken into account. 

(c) No adjustment i n  the rate of remuneration under this 
paragraph shall be carried to the point where the average 
remuneration coefficient would be reduced below 85 percent for an 
adjustment period. 

(d) The adjustments under this paragraph shall be made as of 
August 1 , 1994, November 1 ,  1994, and February 1 , 1995: 

shortly after October 31 for the period August 1 to 
October 3 1 ;  

shortly after January 3 1  for the period November 1 to 
January 3 1 ;  

shortly after April 30 for the period February 1 to April 30. 

(e) The operation of this decision shall be reviewed when the 
adjustment in the rate of remuneration reduces the remuneration 
coefficient to the limit in (c) above. 

3 .  (a) Subject to paragraph 3 of Decision No. 8780-(88112),  
adopted January 29, 1988, the balances held in the Special Contin
gent Account- !  shall be distributed in accordance with the provisions 
of this paragraph to members that have paid additional charges or 
have received reduced remuneration as a result of the adjustment, 
when there are no outstanding overdue charges and repurchases, or 
at such earlier time as the Fund may decide. 

(b) An amount equal to the proceeds of any adjustment for 
deferred charges shall be distributed, in accordance with the 
provisions of this paragraph, to members that have paid additional 
charges or have received reduced remuneration, when, and to the 
extent that, charges, the deferral of which had given rise to the same 
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adjustment, are paid to the Fund. Distributions under this provision 
shall be made quarterly. 

(c) Distributions under (a) or (b) shall be made in proportion 
to the amounts that have been paid or have not been received by each 
member as a result of the respective adjustments. 

(d) If a member that is entitled to a payment under this 
paragraph has any overdue obligation to the Fund in the General 
Department at the time of payment, the member's claim under this 
paragraph shall be set off against the Fund's claim in accordance 
with Decision No. 8271 -(86174), adopted April 30, 1986, or any 
subsequent decision of the Fund. 

(e) Subject to paragraph 4 of Decision No. 8780-(88/12), 
adopted January 29, 1988, if any loss is charged against the Special 
Contingent Account- ! ,  it shall be recorded in accordance with the 
principles of proportionality set forth in (c). 

Decision No. 10706-(94152), 
June 8, 1994 

DISPOSITION OF NET INCOME FOR FY 1995 

The Fund's net income for financial year 1995 of SDR 
85,073 ,6 15  shall be placed to the Special Reserve after the end of 
the financial year. 
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INCOME POSITION-BURDEN SHARING

IMPLEMENT A TJON IN FY 1996 

Section I. Principles of "Burden Sharing " 

I . The financial consequences for the Fund that stem from the 
existence of overdue financial obligations shall be shared between 
debtor and creditor member counrries. 

2. The sharing shall be applied in a simultaneous and 
symmetrical fashion. 

Section II .  Determination of the Rate of Charge 

1 .  The rate of charge for financial year 1996 referred to in 
Rule I-6(4) shall be adjusted in accordance with the provisions of 
Section IV. 

2.  When estimating income for purposes of Rule I-6( 4 )(a) and 
(b), no projection shall be made of deferred income. The calculation 
of actual net income under Rule I-6(4)(b) shall include the proceeds 
of adjustments for deferred income under Section IV, paragraph 2.  

Section III .  Amount for Special Contingent Account-/ 

An amount equivalent to 5 percent of the Fund's reserves at the 
beginning of the financial year shall be generated during financial 
year 1996 in accordance with the provisions of Section IV, and shall 
be placed to the Special Contingent Account-! referred to in 
Decision No. 9471-(90/98), adopted June 20, 1990. 

Section IV. Implementation of Burden Sharing 

I .  During financial year 1996, notwithstanding Rule I-6(4)(a) 
and (b) and Rule I- I 0, the rate of charge referred to in  Rule I -6( 4) 
and the rate of remuneration prescribed in  Rule I - 10  shall be ad jus ted 
in accordance with the provisions of this Section. 

2 .  (a) In order to generate the amount to be placed to the 
Special Contingent Account-! in accordance with Section III, the rate 
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of charge, and, subject to the limitation in (c), the rate of 
remuneration, shall be adjusted in accordance with the provisions of 
this paragraph, so as to produce equal amounts of income. 

(b) If income from charges becomes deferred during an 
adjustment period as defined in (d), the rate of charge and, subject 
to the limitation in (c), the rate of remuneration, shall be further 
adjusted, in accordance with the provisions of this paragraph, so as 
to generate, in equal amounts, an additional amount of income equal 
to the amount of deferred charges. For the purposes of this 
provision, special charges on overdue financial obligations under 
Decision No. 8 165-(85/ 189) G/TR, adopted December 30, 1985, as 
amended, shall not be taken into account. 

(c) No adjustment in the rate of remuneration under this 
paragraph shall be carried to the point where the average 
remuneration coefficient would be reduced below 85 percent for an 
adjustment period. 

(d) The adjustments under this paragraph shall be made as of 
May 1 ,  1995, August 1, 1 995, November 1, 1995, and February 1 ,  
1996: 

shortly after July 3 1  for the period from May 1 to July 3 1 ;  

shortly after October 3 1  for the period from August 1 to 
October 3 1 ;  

shortly after January 3 1  for the period from November 1 to 
January 3 1 ;  

shortly after April 30 for the period from February 1 to April 30. 

(e) The operation of this decision shall be reviewed when the 
adjustment in  the rate of remuneration reduces the remuneration 
coefficient to the limit in (c) above. 

3 .  (a) Subject to paragraph 3 of Decision No. 8780-(88112), 
adopted January 29, 1988, the balances held in the Special 
Contingent Account-! shall be distributed in accordance with the 
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provisions of this paragraph to members that have paid additional 
charges or have received reduced remuneration as a result of the 
adjustment, when there are no outstanding overdue charges and 
repurchases, or at such earlier time as the Fund may decide. 

(b) An amount equal to the proceeds of any adjustment for 
deferred charges shall be distributed, in accordance with the 
provisions of this paragraph, to members that have paid additional 
charges or have received reduced remuneration, when, and to the 
extent that, charges, the deferral of which had given rise to the same 
adjustment, are paid to the Fund. Distributions under this provision 
shall be made quarterly. 

(c) Distributions under (a) or (b) shall be made in proportion 
to the amounts that have been paid or have not been received by each 
member as a result of the respective adjustments. 

(d) If a member that is entitled to a payment under this 
paragraph has any overdue obligation to the Fund in the General 
Department at the time of payment, the member's claim under this 
paragraph shall be set off against the Fund's claim in accordance 
with Decision No. 8271-(86174), adopted April 30, 1986, or any 
subsequent decision of the Fund. 

(e) Subject to paragraph 4 of Decision No. 8780-(88/12) ,  
adopted January 29, 1988, if  any loss is  charged against the Special 
Contingent Account- ! ,  it shall be recorded in accordance with the 
principles of proportionality set forth in (c). 

Decision No. 1 0958-(95140), 
April 14, 1995 

INCOME POSITION-NET INCOME TARGET FOR FY 1996, AND 

RATE OF CHARGE ON USE OF FUND RESOURCES 

1 .  The target amount of net income for financial year 1996 shall 
be 5 percent of the Fund's reserves at the beginning of the financial 
year. 

2.  Effective May 1 ,  1995, the proportion of the rate of charge 
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referred to in Rule I-6(4) to the SDR interest rate under Rule T-1  
shall be 102.5 percent. 

3 .  Any net income for financial year 1996 in excess of the target 
amount of net income of 5 percent of the Fund's reserves at the 
beginning of that financial year shall be used to reduce retroactively 
the proportion of the rate of charge to the SDR interest rate for 
financial year 1996. If  net income for financial year 1996 is below 
the target amount for that year, the net income target for financial 
year 1997 shall be increased by the equivalent of that shortfall. 

Decision No. 10962-(95141), 
April 1 9, 1995 

INCOME POSITION-BURDEN SHARING

IMPLEMENTATION IN FY 1 997 

Section I. Principles of "Burden Sharing " 

l .  The financial consequences for the Fund that stem from the 
existence of overdue financial obligations shall be shared between 
debtor and creditor member countries. 

2. The sharing shall be applied in a simultaneous and 
symmetrical fashion. 

Section II. Determination of the Rate of Charge 

1 .  The rate of charge for financial year 1997 referred to in Rule 
I-6(4) shall be adjusted in accordance with the provisions of Section 
IV.  

2 .  When estimating income for purposes of Rule I -4( 4)  (a) and 
(b), no projection shall be made of deferred income. The calculation 
of actual net income under Rule I-6(4) (b) shall include the proceeds 
of adjustments for deferred income under Section IV, paragraph 2.  

Section III. Amount for Special Contingent Account I 

An amount equivalent to 5 percent of the Fund's reserves at the 

3 1 2  



©International Monetary Fund. Not for Redistribution 

CHARGES AND REMUNERATION 

beginning of the financial year shall be generated during financial 
year 1997 in accordance with the provisions of Section IV, and shall 
be placed to the Special Contingent Account - 1  referred to in 
Decision No. 9471-(90/98), adopted June 20, 1990. 

Section IV. Implementation of Burden Sharing 

l .  During financial year 1997, notwithstanding Rule 1-6(4) (a) 
and (b) and Rule 1 - 10 ,  the rate of charge referred to in Rule I-6(4) 
and the rate of remuneration prescribed in Rule I - 10  shall be adjusted 
in accordance with the provisions of this Section. 

2 .  (a) In order to generate the amount to be placed to the 
Special Contingent Account-! in accordance with Section III,  the rate 
of charge, and, subject to the limitation in (c), the rate of 
remuneration shall be adjusted in accordance with the provisions of 
this paragraph, so as to produce equal amounts of income. 

(b) If income from charges becomes deferred during an 
adjustment period as defined in (d), the rate of charge and, subject 
to the limitation in (c), the rate of remuneration shall be further 
adjusted, in accordance with the provisions of this paragraph, so as 
to generate, in equal amounts, an additional amount of income equal 
to the amount of deferred charges. For the purposes of this 
provision, special charges on overdue financial obligations under 
Decision No. 8 165-(85/1 89) G/TR, adopted December 30, 1985, as 
amended, shall not be taken into account. 

(c) No adjustment in the rate of remuneration under this 
paragraph shall be carried to the point where the average 
remuneration coefficient would be reduced below 85 percent for an 
adjustment period. 

(d) The adjustments under this paragraph shall be made as of 
May 1 ,  1996, August I ,  1996, November 1 ,  1996, and February 1 ,  
1997: shortly after July 3 1  for the period May 1 to July 3 1 ;  shortly 
after October 3 1  for the period from August 1 to October 3 1 ;  shortly 
after January 3 1  for the period from November 1 to January 3 1 ;  
shortly after April 30 for the period from February 1 to April 30. 
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(e) The operation of this decision shall be reviewed when the 
adjustment in the rate of remuneration reduces the remuneration 
coefficient to the limit in (c) above. 

3 .  (a) Subject to paragraph 3 of Decision No. 8780-(88/ 12), 
adopted January 29, 1988, the balances held in tbe Special 
Contingent Account-! shall be distributed in accordance with the 
provisions of this paragraph to members that have paid additional 
charges or have received reduced remuneration as a result of the 
adjustment, when there are no outstanding overdue charges and 
repurchases, or at such earlier time as the Fund may decide. 

(b) An amount equal to the proceeds of any adjustment for 
deferred charges shall be distributed, in accordance with the 
provisions of this paragraph, to members that have paid additional 
charges or have received reduced remuneration, when, and to the 
extent that, charges, the deferral of which had given rise to the same 
adjustment, are paid to the Fund. Distributions under this provision 
shall be made quarterly. 

(c) Distributions under (a) or (b) shall be made in proportion 
to the amounts that have been paid or have not been received by each 
member as a result of the respective adjustments. 

(d) If a member that is entitled to a payment under this 
paragraph has any overdue obligation to the Fund in the General 
Department at the time of payment, the member's claim under this 
paragraph shall be set off against the Fund's claim in accordance 
with Decision No. 827 1 -(86/74), adopted April 30, I 986, or any 
subsequent decision of the Fund. 

(e) Subject to paragraph 4 of Decision No. 8780-(88112), 
adopted January 29, 1988, if any loss is charged against the Special 
Contingent Account- ! ,  it shall be recorded in accordance with the 
principles of proportionality set forth in (c). 
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INCOME POSITION-NET INCOME TARGET AND RATE OF 

CHARGE ON USE OF FUND RESOURCES FOR FY 1997 

1 .  The target amount of net income for FY 1997 shall be 5 
percent of the Fund's reserves at the beginning of the financial year. 

2. Effective May I ,  1996, the proportion of the rate of charge 
referred to in Rule 1-6(4) to the SDR interest rate under Rule T-1 
shall be 109. 4 percent. 

3 .  Any net income for financial year 1997 in excess of the target 
amount of net income of 5 percent of the Fund's reserves at the 
beginning of that financial year shall be used to reduce retroactively 
the proportion of the rate of charge to the SDR interest rate for 
financial year 1997. If net income for financial year 1997 is below 
the target amount for that year, the net income target for financial 
year 1998 shall be increased by the equivalent of that shortfal l .  

Decision No. 11251-(96139), 
April 18, 1996 

INCOME POSITION, PRECAUTIONARY BALANCES, AND BURDEN 

SHARING FOR FY 1997 AND FY 1998 

INCOME POSITION-BURDEN SHARING-IMPLEMENTATION IN 
FY 1998 

Section I .  Principles o f  " Burden Sharing" 

1 .  The financial consequences for the Fund which stem from the 
existence of overdue financial obligations shall be shared between 
debtor and creditor member countries. 

2 .  The sharing shall be applied in a simultaneous and 
symmetrical fashion. 

Section II. Determination of the Rate of Charge 

1 .  The rate of charge for financial year 1998 referred to in 
Rule l-6(4) shall be adjusted in accordance with the provisions of 
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Section IV.  

2 .  When estimating income for purposes of Rule I-4(4)(a) and 
(b), no projection shall be made of deferred income. The calculation 
of actual net income under Rule I -6( 4 )(b) shall include the proceeds 
of adjustments for deferred income under Section IV, paragraph 2.  

Section III. Amount for Special Contingent Account I 

An amount equivalent to 5 percent of the Fund's reserves at the 
beginning of the financial year shall be generated during financial 
year 1998 in accordance with the provisions of Section IV,  and shall 
be placed to the Special Contingent Account-! referred to in 
Decision No. 9471 -(90/98), adopted June 20, 1990. 

Section IV.  Implementation of Burden Sharing 

1 .  During financial year 1998, notwithstanding Rule I -6( 4 )(a) 
and (b) and Rule 1- 10,  the rate of charge referred to in Rule I-6(4) 
and the rate of remuneration prescribed in Rule 1 - 10  shall be adjusted 
in accordance with the provisions of this Section. 

2. (a) In order to generate the amount to be placed to the 
Special Contingent Account- ! in accordance with Section III, the rate 
of charge, and, subject to the limitation in (c), the rate of 
remuneration, shall be adjusted in accordance with the provisions of 
this paragraph, so as to produce equal amounts of income. 

(b) lf income from charges becomes deferred during an 
adjustment period as defined in (d), the rate of charge and, subject 
to the limitation in (c), the rate of remuneration, shall be further 
adjusted, in accordance with the provisions of this paragraph, so as 
to generate, in equal amounts, an additional amount of income equal 
to the amount of deferred charges. For the purposes of this 
provision, special charges on overdue financial obligations under 
Decision No. 8 1 65-(8511 89) G/TR, adopted December 30, 1985, as 
amended, shall not be taken into account. 

(c) No adjustment in the rate of remuneration under this 
paragraph shall be carried to the point where the average 
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remuneration coefficient would be reduced below 85 percent for an 
adjustment period. 

(d) The adjustments under this paragraph shall be made as of 
May 1 ,  1997, August I ,  1997, November 1 ,  1997, and February l ,  
1998: 
shortly after July 3 1  for the period May 1 to July 3 1 ;  
shortly after October 3 1  for the period from August I to October 3 1 ;  
shortly after January 3 1  for the period from November 1 to January 
3 1 ;  
shonly after April 30 for the period from February l to April 30; 

(e) The operation of this decision shall be reviewed when the 
adjustment in the rate of remuneration reduces the remuneration 
coefficient to the limit in (c) above. 

3 .  (a) Subject to paragraph 3 of Decision No. 8780-(881 12), 
adopted January 29, 1988, the balances held in the Special 
Contingent Account-! shall be distributed in accordance with the 
provisions of this paragraph to members that have paid additional 
charges or have received reduced remuneration as a result of the 
adjustment, when there are no outstanding overdue charges and 
repurchases, or at such earlier time as the Fund may decide. 

(b) An amount equal to the proceeds of any adjustment for 
deferred charges shall be distributed, in accordance with the 
provisions of this paragraph, to members that have paid additional 
charges or have received reduced remuneration, when, and to the 
extent that, charges, the deferral of which had given rise to the same 
adjustment, are paid to the Fund. Distributions under this provision 
shall be made quarterly. 

(c) Distributions under (a) or (b) shall be made in proportion 
to the amounts that have been paid or have not been received by each 
member as a result of the respective adjustments. 

(d) If a member that is entitled to a payment under this 
paragraph has any overdue obligation to the Fund in the General 
Department at the time of payment, the member's claim under this 
paragraph shall be set off against the Fund's claim in accordance 
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with Decision No. 8271-(86174), adopted April 30, 1986, or any 
subsequent decision of the Fund. 

(e) Subject to paragraph 4 of Decision No. 8780-(88/12),  
adopted January 29, 1988, if any loss is charged against the Special 
Contingent Account-! ,  it shall be recorded in accordance with the 
principles of proportionality set forth in (c). 

Decision No. 11480-(97142) 
April 21, 1997 

INCOME POSITION-NET INCOME TARGET AND RATE OF 
CHARGE ON USE OF FUND RESOURCES FOR FY 1998 

I . The target amount of net income for FY 1998 shall be 
5 percent of the Fund's reserves at the beginning of the financial 
year. 

2 .  Effective May I ,  1997, the proportion of the rate of charge 
referred to in Rule I -6( 4) to the SDR interest rate under Rule T - 1  
shall be 109.6 percent. 

3 .  Any net income for financial year 1998 in excess of the target 
amount of net income of 5 percent of the Fund's reserves at the 
beginning of that financial year shall be used to reduce retroactively 
the proportion of the rate of charge to the SDR interest rate for 
financial year 1998. If net income for financial year 1998 is below 
the target amount for that year, the net income target for financial 
year 1999 shall be increased by the equivalent of that shortfall. 

Decision No. 11482-(97142) 
April 21, 1997 

INCOME POSITION-DISPOSITION OF NET INCOME FOR FY 1997 

The Fund's net income for financial year 1997, up to SDR 
93,793,653, shall be placed to the Special Reserve after the end of 
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Decision No. 1 1483-(97/42) 
April 21, 1997 

Extended Burden Sharing 

EXTENDED BURDEN SHARING-IMPLEMENTATION, 

AND MODALITIES OF NEW SPECIAL CONTINGENT 

ACCOUNT (SCA-2) 

1 .  Effective July 1 ,  1990, during the remainder of financial year 
1991  and during subsequent financial years, adjustments to the rate 
of charge referred to in Rule I -6( 4) and the rate of remuneration pre
scribed in Rule I - I  0 shall be made in accordance with this decision 
until the amount of SDR I billion has been generated. Amounts 
generated in accordance with this decision shall be placed to an 
additional Special Contingent Account ( "Special Contingent 
Account 2").  

2.  Notwithstanding Rule I-6(4)(a) and (b) and Rule l-10, the rate 
of charge referred to in Rule I -6( 4) and the rate of remuneration 
prescribed in Rule 1 - 10  shall be adjusted in accordance with this 
paragraph. During financial year 1 9 9 1 ,  such adjustments shall be 
made after adjustments in accordance with Decision No. 9410-
(90/62), adopted April 20, 1990. In subsequent financial years, such 
adjustments shall be made, after any other adjustments, to the rate 
of charge referred to in Rule I-6(4), as in effect during that year, and 
to the rate of remuneration prescribed in Rule I - 1 0. 

(a) The rate of charge shall be increased by 0.26
* 

percent
age point and, subject to the limitation in (b), an amount equivalent 
to three times the proceeds of that adjustment during an adjustment 

•This percentage point was replaced by "0.04 percentage point." See Decision No. 10662· 
(94/38) on page 321. 
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period shall be generated through reduction in the rate of remunera
tion during the same period. 

(b) No adjustment in the rate of remuneration under this par
agraph shall be carried to the point where the average remuneration 
coefficient would be reduced below 80 percent for an adjustment 
period. 

(c) The adjustments under this paragraph shall be made as of 
May L ,  as of August J ,  as of November 1 ,  and as of February I of 
each financial year: 

shortly after July 3 1  for the period from May L to July 3 I ;  

shortly after October 3 I  for the period from August I to 
October 3 1 ;  

shortly after January 3 1  for the period from November I to 
January 3 1 ;  

shortly after April 30 for the period from February I to 
April 30; 

(d) Whenever an adjustment in the rate of remuneration can
not be made to the full extent prescribed in (a) because of the 
limitation in (b), then the amount that could not be generated shall 
be added to the amounts to be generated by adjustments to the rate 
of remuneration under (a) in subsequent adjustment periods to the 
extent possible under the limitation in (b), until the amount of SDR I 
billion has been generated through adjustments to the rate of charge 
under (a) and the rate of remuneration under (a) and under this sub
paragraph. 

3 .  (a) Distributions of the balances held in the Special Contin
gent Account 2 shall be made when all repurchases have been made 
with respect to purchases made for the financing of "rights , "  as 
defined in the Managing Director's Summing Up at EBM/90/97 of 
June 20, 1990, or at such earlier time as the Fund may decide. 
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(b) Distributions under (a) shall be made in proportion to the 
amounts that have been paid or have not been received by each mem
ber as a result of the respective adjustments. 

(c) If a member that is entitled to a payment under this 
paragraph has any overdue obligations to the Fund in the General 
Department at the time of payment, the member's claim under this 
paragraph shall be set off against the Fund's claim in accordance 
with Decision No. 8271-(86/74), adopted April 30, 1986, or any 
subsequent decision of the Fund. 

(d) Any loss in relation to an undischarged repurchase obliga
tion resulting from the financing of rights, as defined above, shall be 
charged, first, against the Special Contingent Account 2,  and shall 
be recorded in accordance with the principles of proportionality set 
forth in (b) above, and any remaining balance shall be charged 
against the existing Special Contingent Account ("Special Contingent 
Account 1 ") .  

4. The operation of this decision, including the amounts of ad
justments, shall be reviewed shortly before the end of each financial 
year as long as the mechanism continues in effect. 

Decision No. 9471-(90/98) 
June 20, 1990, as amended by 

Decision No. 10341-(93154) 
April 14, 1993 

Effective February 1 ,  1994, the words "by 0. 26 percentage point" 
in paragraph 2(a) of Decision No. 9471 -(90/98), adopted June 20, 
1 990, as amended by Decision No. 10341 -(93/54), adopted April 14 ,  
1993, shall be replaced by the words "by 0.04 percentage point," 
provided that no further adjustments to the rate of charge shall be 
made under this decision when an amount equal to SDR 250 million 
has been generated from adjustments to the rate of charge under this 
decision. If by August 1 ,  1994, no decision on the implementation 
of burden sharing for FY 1995 has been adopted, the existing 
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wording of Decision No. 9471-(90/98), adopted June 20, 1990, as 
amended by Decision No. 1034 1 -(93/54), adopted April 14,  1993, 
on extended burden sharing shall be reinstated. 

Decision No. 10662-(94/38) 
April 29, 1994 

Extended Burden Sharing-Review 

The Fund has reviewed the operation of Decision No. 947 1 -
(90/98), adopted June 20, 1 990, as amended. 
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ARTICLE V, SECTIONS 1 0  AND 1 1  

Rates for Computations and Maintenance of Value 

1 .  The exchange rate for computations by the Fund relating ro the 
currency of a member in the General Resources Account 

(a) on the occasion of the use of that currency in an operation or 
transaction between the Fund and another member shall be 
the rate as of three business days before the value date of the 
operation or transaction, and, if this rate cannot be used, the 
rate of the preceding day closest thereto that is practicable; 

(b) on all other occasions shall be the rate at which the currency 
is held by the Fund. 

2 .  The Fund shall adjust its holdings of the currency of a member 
in the General Resources Account 

(a) whenever a computation relating to the currency is made in 
accordance with paragraph I (a) above, 

(b) at the end of the Fund's financial year, 

(c) when the member requests the Fund to adjust the Fund's 
holdings of its currency, 

(d) with respect to the U.S. dollar, on the last business day of 
each month, and 

(e) on such other occasions as the Fund may decide. 

3 .  Adjustments under paragraph 2 shall be made on the basis of 
the exchange rate of the currency under Rule 0-2 for the day of the 
adjustment and shall take effect on that day, provided that if an 
exchange rate under Rule 0-2 is not communicated for the currency 
with respect to paragraph 2(b) above, the rate of the preceding day 
closest thereto for which a rate is communicated shall be used. 
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4. Whenever the Fund adjusts its holdings of a member's curren
cy in accordance with paragraph 3 above, the Fund shall establish an 
account receivable or an account payable, as the case may be, in 
respect of the amount of the currency payable by or to the member 
under Article V, Section 1 1  . 

5 .  For the purpose of adjustments, the Fund's holdings of a mem
ber's currency in the General Resources Account shall consist of the 
total of the balances of the member's currency in the General Re
sources Account, plus the balance in any account receivable, or 
minus the balance in any account payable, in the currency, as of the 
date of the adjustment. The total of the balances of the member's 
currency in the General Resources Account shall be as recorded on 
the Fund's books if the member agrees with this procedure. 

6. For the purpose of applying the provisions of the Articles as 
of any date, the Fund's holdings of a currency shall consist of its 
actual holdings plus the balance in any account receivable or minus 
the balance in any account payable on that date. 

7. Settlements of accounts receivable or payable by or to a mem
ber shall be made promptly after the end of a financial year of the 
Fund and at other times when requested by the Fund or the member. 

Decision No. 5590-(771163) 
December 5, 1 977, effective April 1 ,  1978 
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ARTICLE V, SECTION 12(j) 

Special Disbursement Account
* 

TRUST FUND: TERMINATION AND TRANSFER OF RESOURCES TO 

SPECIAL DISBURSEMENT ACCOUNT 

** 

3 .  (b) Of the resources received in the Special Disbursement 
Account as a consequence of the termination of the Trust Fund which 
are not used for the Subsidy Account as provided in (a) above, SDR 
1 ,500 million shall be used to provide balance of payments assistance 
on concessional terms, on a uniform basis, to low-income developing 
members in need of such assistance under arrangements similar to 
those set forth in the Trust Instrument. The remainder shall be used 
to provide assistance to low-income developing members in accor
dance with the second sentence of subsection 1 2(j)(ii) of Article V of 
the Articles of Agreement under a decision of the Fund to be taken 
not later than June 30, 1986. If no such decision is taken by that 
date, the remainder referred to in the preceding sentence shall be 
used on the same terms as the SDR 1 , 500 million referred to in the 
first sentence of this subparagraph. 

Decision No. 6704-(80/185) TR 
December 1 7, 1980 

SPECIAL DISBURSEMENT ACCOUNT: INVESTMENT 

Pending their use, the Managing Director shall place in invest
ments, denominated in SDRs, with the Bank for International Settle
ments, the currencies received by the Special Disbursement Account 

*see also Decision Nos. 6704-(801185) TR, December 17, 1980, and 7989-(85/81) SBS. 

May 28, 1985, on pages 534 and 543 . .. See pages 534-35 for full text. 
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as a result of the termination of the Trust Fund, unless the Managing 
Director considers that the terms offered by the BIS on an intended 
deposit denominated in SDRs are not sufficiently attractive. In that 
event the Managing Director shall inform the Executive Board 
promptly and make other proposals to it for investment in SDR-deno
minated obligations in accordance with Article V, Section l2(h). 

Decision No. 7990-(85181) 
May 28, 1985 

SPECIAL DISBURSEMENT ACCOUNT: TRANSITIONAL INVEST

MENT OF BALANCES WITH THE FEDERAL RESERVE BANK OF 

NEW YORK 

Pending placement in SDR-denominated investments with the 
Bank for International Settlements in accordance with Executive 
Board Decision No. 7990-(85/81) ,  adopted May 28, 1985, the Man
aging Director is hereby authorized to invest with the Federal 
Reserve Bank of New York the U.S.  dollars held by the Special Dis
bursement Account. 

Decision No. 8029-(851105) 
July 11,  1985 

SPECIAL DISBURSEMENT ACCOUNT: STRUCTURAL ADJUSTMENT 

FACILITY 

* 

II.  Regulations for Administration 

Pursuant to Article V, Section 12(j), the Fund adopts the Regu
lations set forth in the Annex to this decision for the administration 

•
oecision No. 8237-(86/56) SAF was replaced by Decision No. 8760-(871176). See page 352. 
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of the Structural Adjustment Facility within the Special Disbursement 
Account. 

Decision No. 8238-(86156) SAF 
March 26, 1986, as amended by 

Decision Nos. 8497-(8713) SAF, January 7, 1987, 
8652- (8711 05) SAF, July 22, 1987, 

8758- (87 I 1 76) SAF, December 18, 1987, 
9118-(89/40) SAF, March 29, 1989, 

9490-(90/106) SAF, July 2, 1990, 
9863-(91/156) SAFIESAF, November 15, 1991, 

10093-(92194) SAF, July 23, 1992, and 
10353-(93149) SAF, April 9, 1993 

ANNEX TO DECISION II 

Structural Adjustment Facility Within 
Special Disbursement Account 

Paragraph 1 .  Purposes 

The Structural Adjustment Facility within the Special Disburse
ment Account shall provide balance of payments assistance on 
concessional terms, on a uniform basis, to low-income developing 
members of the Fund in need of such assistance, in accordance with 
these Regulations. 

Paragraph 2 .  Resources 

The resources of the Special Disbursement Account available for 
the Structural Adjustment Facility ("the Facility")  shall consist of the 
assets that have been made, or will be, available for the Facility 
pursuant to Executive Board Decision No. 6704-(801 185) TR and 
Decision No. 8237-(86/56) SAF. 

Paragraph 3 .  Conditions for Assistance 

Balance of payments assistance shall be provided in the form of 
loans on the terms specified in paragraph 7 to eligible members that 
qualify for assistance under paragraph 5 .  
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Paragraph 4.  Amount of Assistance 

( 1 )  The potential access of all eligible members to the resources 
of the Facility shall be expressed as a uniform proportion of their 
quotas in the Fund. I t  shall be determined from time to time, at least 
annually, by the Fund. 

(2) Whenever a member has notified the Fund that it does nor 
intend to make use of the resources available under the Facility, the 
member shall not be included in the calculations under subpara
graph ( 1) above. 

(3) If, after resources have been committed to a member under 
paragraph 5(2), the member's potential access is increased or de
creased pursuant to subparagraph ( I )  or (2) above, the total amount 
available to the member under the three-year commitment will be 
proportionately modified and subsequent disbursements will be modi
fied accordingly. If the member's potential access is increased after 
all disbursements under the three-year commitment have been made, 
but before the expiration of the commitment, an amount not in ex
cess of the balance may be disbursed to the member at its request, 
upon a determination by the Fund that the member is continuing to 
make a reasonable effort to strengthen its balance of payments 
position. 

( 4) Access to the Fund's resources under other policies of the 
Fund will remain available in accordance with the terms of those 
policies. 

Paragraph 5 .  Qualification for Assistance 

( 1 )  An eligible member shall consult the Managing Director 
before making an initial request for a commitment of resources for 
a three-year period. 

(2) Resources shall be committed to a qualifying member, subject 
to these Regulations, for a three-year period upon approval by the 
Fund of an arrangement in support of a three-year macroeconomic 
and structural adjustment program presented by the member. The 
arrangement will prescribe the total amount, and the annual amounts 
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within the total, available in accordance with the original or any 
modified terms of the arrangement, subject to these Regulations. 

(3) Before approving a three-year arrangement, the Fund shall be 
satisfied that the member has a protracted balance of payments prob
lem and is making a reasonable effort to strengthen its balance of 
payments position. 

( 4) A member shall be deemed to be making a reasonable effort 
within the meaning of subparagraph (3) of this paragraph if the 
member has presented to the Fund (i) a three-year adjustment pro
gram which st:t:ks tu corrt:ct macrut:conomic and structural problt:ms 
that have impeded balance of payments adjustment and economic 
growth, and (ii) the first of three annual programs setting forth the 
objectives for the year and the policies to be followed during the 
year to meet those objectives. 

(5) Resources under three-year commitments shall be made avail
able in the form of loans under three annual arrangements approved 
by the Fund. An annual arrangement may not be approved before the 
expiration of the preceding annual arrangement, other than under 
exceptional circumstances. The approval of an annual arrangement 
under a three-year commitment must precede the expiration of the 
commitment period. 

(6) An annual arrangement shall be approved only for a member 
that has submitted a satisfactory program for the corresponding year 
and has a need for balance of payments assistance. 

(7) If, during a three-year commitment period, a member ceases 
to be eligible for assistance under the Facility, a commitment of 
resources under the Facility, made to the member for that period, 
shall remain in  effect, subject to these Regulations. 

Paragraph 6. Disbursements 

( 1 )  One disbursement shall be made for each annual arrangement 
upon approval of the arrangement. 

(2) Disbursements to a member under the Facility shall be sus
pended while the member has an overdue financial obligation to the 
Fund in the General Resources Account, the Special Disbursement 
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Account, or the SDR Department, or to the Fund as Trustee. The 
disbursements shall be made when the overdue financial obligation 
has been discharged. 

(3) No disbursement under a three-year commitment shall be 
made after the expiration of the commitment period. 

Paragraph 7.  Terms of Loans 

( 1 )  Interest shall be charged at the rate of one half of one 
percent per annum on the outstanding balance of a loan and shall be 
paid on June 30 and December 3 1  of each year, or the next day if the 
day when payment is due is not a business day. Additional interest 
shall be charged on (i) the amount of overdue interest on structural 
adjustment facility loans, at a rate equal to one half of the sum of the 
rate of interest on loans under the Structural Adjustment Facility and 
tbe rate of interest on the SDR, and (ii) the overdue amounts of 
repayments of loans under the Structural Adjustmem Facility, at a 
rate equal to one half of the sum of the rate of interest on loans 
under the Structural Adjustment Facility and the rate of interest on 
the SDR, less one half percent, and subject to the rules on waiver, 
notification, and payment of special charges under Executive Board 
Decision No. 8 165-(85/189) G/TR, adopted December 30, 1985, or 
any subsequent decision of the Fund thereon. 

Effective May I ,  1993, such additional interest shall not be levied 
on overdue obligations of a member that is overdue for six months 
or more in meeting any financial obligation to the Fund subject to 
additional interest under this paragraph. 

(2) A member shall repay each loan in ten equal semiannual 
installments, which shall begin not later than the end of the first six 
months of the sixth year, and be completed at the end of the tenth 
year, after the date of the disbursement. 

(3) On the request of a member when repayment of an install
ment is due under a loan, the Fund may reschedule the repaymenr to 
a date not later than two years after the due date if the Fund finds 
that repayment on the due date would result in serious hardship for 
the member and that such rescheduling would not impair the ability 
of the Special Disbursement Account w meet the liabilities of the 
Facility. 
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Paragraph 8 .  Unit of Account 

The SDR shall be the unit of account for commitments, loans, and 
all other operations under the Facility. 

Paragraph 9. Media of payment 

Loans shall be disbursed and repaid, and interest paid, in U.S .  
dollars. The Managing Director is authorized to make arrangements 
under which, at the request of a member, SDRs may be used for dis
bursements to the member or payment of interest or repayments of 
loans by it to the Fund. 

Paragraph I 0. Reimbursement of Expenses 

The General Resources Account of the Fund shall be reimbursed 
annually by the Special Disbursement Account in respect of the 
expenses of administration of the Facility that are paid from the Ge
neral Resources Account. Reimbursement shall be made on the basis 
of a reasonable estimate of these expenses by the Fund. 

Paragraph 1 1 .  Reserves 

The Fund may establish, in the Special Disbursement Account, 
such reserves for the purposes of the Facility as it deems appro
priate. 

Paragraph 12 .  Modifications 

Any modification of these Regulations will affect only loans made 
after the effective date of the modification, provided that a modifi
cation of the interest rate shall apply to interest accruing after the 
effective date of the modification. 

Paragraph 1 3 .  Identification of Decisions 

Decisions and other actions taken by the Fund in the administra
tion of the Facility shall be identified as such. 

Paragraph 14. Loans Under Enhanced Structural Adjustment Facility 

Assistance from the Structurai Adjustment Facility, in conjunction 
with loans from the Enhanced Structural Adjustment Facility Trust, 

331  



©International Monetary Fund. Not for Redistribution 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

under the Enhanced Structural Adjustment Facility established by 
Decision No. 8757-(87/176) SAF/ESAF, adopted December 18, 1987 
shall be governed by these Regulations subject to the following 
provisions: 

( l ) (a) The amounts of such assistance shall be identified in 
any commitment, arrangement, or disbursement under the Enhanced 
Structural Adjustment Facility. They shall remain available for dis
bursement until the expiration of any commitment under the En
hanced Structural Adjustment Facility. 

(b) If the full amount of resources committed ro an eligible 
member under a three-year arrangement under the Structural Adjust
ment Facility has not been disbursed and a subsequent three-year 
commitment is made under the Enhanced Structural Adjustment Faci
lity for that member, the undisbursed amounts under the previous 
arrangement may be made available ro the member under the three
year arrangement under the Enhanced Structural Adjustment Facility. 

(2) Disbursements under each annual arrangement shall be made 
in two installments, the first after approval of the corresponding 
annual arrangement, and the second after 

(i) a finding by the Managing Director that the performance 
criteria that have been established for that disbursement have been 
met, and a determination by the Fund that the midterm review of 
the program supported by the arrangement has been completed to 
the satisfaction of the Fund, or 

(ii) if so specified in the annual arrangement, a finding by the 
Managing Director that the performance criteria that have been 
established for that disbursement have been met. 

(3) Disbursements shall be made at the same time as the corres
ponding disbursements under Trust loans. 

(4) If, pursuant to subparagraph (2) above, a second disbursement 
under an annual arrangement is not made, the period of the three
year commitment may be extended, and the corresponding amount 
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may be made available during the extended period, subject to these 
Regulations. 

(5) If a three-year commitment to an eligible member has expired 
with undrawn amounts, the Fund may approve a new commitment for 
that member, subject to these Regulations, provided that the member 
submits a three-year macroeconomic and structural adjustment 
program and that the amount of resources that could be made 
available under the new commitment shall not exceed the undrawn 
amounts under the expired commitment. The new commitment may 
be made under a one-year or a two-year arrangement, as the case 
may be, with annual access to be determined on the basis of the 
strength of the member's program and its balance of payments need. 

(6) If a member has received loans from the Structural Adjust
ment Facility in conjunction with loans from the Enhanced Structural 
Adjustment Facility Trust, any payment made by the member for the 
discharge of an obligation under any such loan shall also be attri
buted to the obligation under the other loan having the same due date 
in proportion to the respective amounts of such obligations. 

* 
Ill. Use of SDRs in Operations 

IV. List of Eligible Members and Amounts of Assistance 

1 .  The members on the list annexed to this decision are eligible 
to receive balance of payments assistance under the Structural Ad
justment Facility within the Special Disbursement Account ("the 
Facility" ) .  

2 .  The potential access of each eligible member to  the resources 
** 

of the Facility as of March 29, 1989 shall be 50 percent of 
quota; 

•
see Decision No. 8239-(86/56) SAF. March 26, 1986, page 491. 

••
The previous percentages of quota were 70, 20, and 30. respectively. These changes were 

made "provided that, notwithstanding paragraph 4(3) of Decision No. 8238-(86/56) SAF, adopted 
March 26, 1986, as amended, the SDR amount under three-year commitments in effect at the time 
this Decision becomes effective shall not be reduced as a consequence of such changes.· (Decision 

No. 10184-(921132) SAF, November 3. 1992) 
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no more than 15* percent of quota shall be disbursed under the first 
annual arrangement; no more than 20* percent of quota shall be dis
bursed under the second annual arrangement; and no more than 
15

* percent of quota shall be disbursed under the third annual ar
rangement. 

Decision No. 8240-(86/56) SAF 
March 26, 1986, as amended by 

Decision Nos. 8542-(87136) SAF, March 2, 1987 
8651-(871105) SAF, July 22, 1987 
8935- (88/118) SAF, July 29, 1988 

911 7-(89/40) SAF, March 29, 1989 
9986-(92148) SAF, April 7, 1992, and 

10184-(92/132) SAF, November 3, 1992 

ANNEX TO DECISION IV 

Low-Income Developing Members Eligible for Assistance Under 
Structural Adjustment Facility Within Special Disbursement Account* 

Member Quota' Member Quota' 
(In SDR millions) (In SDR millions) 

China, People's Afghanistan 86.7 
Republic of 2 2 ,390 .9 Bangladesh 287.5 

India2 2,207.7 Benin 3 1 .3 

Subtotal 4,598.6 

1Jn effect when a member became eligible for assistance under SAF. 
2China and India have indicated that they do not intend to make use of the resources of the Structural 
Adjustment Facility. 

*The previous percentages of quota were 70, 20, and 30, respectively. These changes were 
made "provided that, notwithstanding paragraph 4(3) of Decision No. 8238-(86/56) SAF, adopted 
March 26, !986, as amended. the SDR amount under three-year commitments in effect at the time 
this Decision becomes effective shall not be reduced as a consequence of such changes." (Decision 

No. 10184-(921132) SAF. November 3, 1992) 
u As amended by Decision Nos. 8542-(87/36). SAF. March 2, !987 and 9986-(92/48) SAF. 

April 7. 1992. 
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Member Quota Member Quota 
au SQR millimH I Clll S.QB. milliau £I 

Armenia I /  67.5 Madagascar 66.4 
Azerbaijan41 1 17.0 Malawi 37.2 
Bhutan 2.5 Maldives 2.0 
Bolivia 90.7 Mali 50.8 
Bosnia and Herzegovim?1 1 2 1 . 1  Mauritania 33.9 

Burkina Faso 3 1 .6 Mozambique 61 .0 
Burundi 42.7 Myanmar 137.0 
Cambodia 25.0 Nepal 37.3 
Cameroon21 1 3 5 . 1  Niger 33.7 
Cape Verde 4.5 Pakistan 546.3 

Central African Republic 30.4 Rwanda 43.8 
Chad 30.6 St. Lucia 7.5 
Comoros 4.5 St. Vincent 4.0 
Congo41 57.9 Sao Tome and Principe 4.0 
Djibouti 8.0 Senegal 85 . 1  

Dominica 4.0 Sierra Leone 57.9 
Equatorial Guinea 18.4 Solomon Islands 5.0 
Eritrea3/ 1 1 .5 Somalia 44.2 
Ethiopia 70.6 Sri Lanka 223 . 1  
Gambia, The 17.1  Sudan 169.7 

Georgia11  1 1 1 .0  Tajikistan11  60.0 
Ghana 204.5 Tanzania 107.0 
Grenada 6.0 Togo 38.4 
Guinea 57.9 Tonga 3.25 
Guinea-Bissau 7.5 Uganda 99.6 

Guyana 49.2 Vanuatu 9.0 
Haiti 44.1 Vietnam 176.8 
Kenya 142.0 Western Samoa 6.0 
Kiribati 2.5 Yemen Arab Republic 43.3 
Kyrgyz Republic!/  64.5 Yemen People's Democratic 

Lao People's Democratic Republic 

Republic 29.3 Za'ire 
Lesotho 1 5 . 1  Zambia 
Liberia 7 1 . 3  
Macedonia - Formfl

1 Yugoslav Rep. o 49.6 

1/ Added by DecJSJon No. J0535-(937170)SAF. December 15. 1993. 
2/ Added by Decision No. 10598-(94/14) SAF. February 23, 1994. 

3/ Added by Decision No. 10873-(95/1). January 5. 1995. 

4/ Added by Decision No. 10989-(95/53) SAF. May 30, I 995. 

51 Added by Decision No. I 1325-(96177) SAF, August 19, 1996. 
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Member Quo1a Member Qu01a 
(In SDR millions) (In SDR millions) 

Albania 2 25.0 Mongolia 2 25.0 
Angola 2 145.0 Nicaragua 2 68.2 
Cote d'lvoire 2 165.5 Nigeria 2 849.5 
Egypt 2 463.4 Zimbabwe 2 191 .0 
Honduras 2 67.8 

2 These members were added to the list by Decision No. 9986-(92/48) SAF, April 7. 1992. and have 
indicated that they do not intend to make use or the resources or the Structural Adjustment Facility. 

V. Review of Operation of Facility 

The Fund shall review the operation of the Structural Adjustment 
Facility within the Special Disbursement Account not later than 
May 3 1 ,  1988. 

Decision No. 8241-(86156) SAF 
March 26, 1986 

The Chairman's Summing Up at the Conclusion of the 
Discussion on Special Disbursement Account 

Executive Board Meeting 86156-March 26, 1986 

Most Directors wished the new facility to be called the Structural 
Adjustment Facility and found the general thrust of the staff paper to 
be acceptable, the staff having on the whole fairly reflected in its 
paper the spirit of the Board's February discussion. 

I .  Eligibility 

Members eligible to use the facility will be the low-income coun
tries that are currently eligible to receive IDA loans. Later changes 
in the list of IDA countries will not have an automatic effect on their 
eligibility, but will be a matter for decision by the Board. Commit
ments made will be honored, even if a particular member were to 
cease to be eligible in the course of a three-year arrangement. 
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2.  Qualification 

The resources shall be made available to eligible countries that are 
facing protracted balance of payments problems and that enter into 
annual arrangements with the Fund in support of a medium-term pro
gram of structural adjustment. In the assessment of a protracted 
balance of payments problem, the member's situation will be re
viewed against a wide range of indicators, including, as a number of 
Directors suggested, the recent and the prospective behavior of the 
current account, reserves, indebtedness, arrears, and growth perfor
mance. The assessment should be made on a case-by-case basis, and 
avoid the mechanical application of statistical indicators. In addition, 
there will be the assessment of balance of payments need at the time 
of approval of annual arrangements. 

3 .  Policy framework paper and collaboration with the World Bank 

It was agreed, although with a certain reluctance by some Direc
tors, that it would be useful to prepare a policy framework paper 
which will describe the major economic problems and challenges 
facing a country; the objectives of a three-year medium-term pro
gram; the priorities and the broad thrust of macroeconomic and 
structural adjustment policies; and references to the likely external 
financing requirements and, as far as possible, the available sources 
of such financing. 

The framework paper is to be developed in close collaboration 
with the authorities-who are after all responsible for policy formula
tion-and the staffs of the Fund and the World Bank, who will work 
closely on these matters, including through joint missions. It is the 
expectation of the Fund that these framework papers will be 
reviewed by the Boards of the two institutions at an early stage 
before commitments are made on use of the resources of the Struc
tural Adjustment Facility by eligible countries. 

The policy framework paper will have ro be updated as the pro
gram is implemented and normally reviewed by the two Boards, at 
the time of presentation of the second and the third annual programs, 
as far as the Fund is concerned. 

The suggestions by . . .  [an Executive Director] would go a long 
way toward making the procedures as practical and as flexible as 
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possible. I will take two illustrative cases. When discussions on rhe 
formulation of medium-term structural policies with a member coun
try are well advanced, as they are in a number of cases, it may well 
be possible to present a medium-term framework paper and the pro
gram for the first year of an arrangement to the Board at the same 
time. In such cases the Board of the Bank would be expected to take 
up the policy framework paper first which would be followed by ap
propriate agreements on structural adjustment or sectoral loans. 
Quite often, when the two institutions are already collaborating 
deeply on medium-term structural policies in some countries, the 
joint mission could be extremely short; the essence of the work could 
even perhaps be conducted at headquarters. The modalities must be 
kept flexible, not with the intention of bringing the jointness of the 
operation into question, but to avoid unnecessary delays and to re
duce costs and travel. 

In the second case . . .  , of a country that was less advanced in 
the formulation of medium-term structural policies, a separate set of 
talks would probably have to be conducted with the country by the 
two staffs in order to arrive at a common understanding that would 
lead to a framework paper for review by the two Boards. Later on, 
the Fund would take up the specific program according to its own 
schedule and procedures, as hopefully would the World Bank. 

These procedures will have to be introduced at the outset . . in 
an experimental fashion with considerable pragmatism and with a 
view to avoiding rigidities, complications. and undue delays. Of 
course, each institution will have to be very vigilant to help the 
other. For instance, to take again the case of a country that has had 
a series of Fund-supported programs, so that the Fund is well ac
quainted with its medium-term structural programs and is ready to 
move quickly forward with a framework paper and a first program. 
The jointness of the operation . . .  would necessitate prior review by 
the World Bank of the framework paper; the Board of the Bank must 
be able to have an input based on its review of the country's frame
work paper. In such a case, the Fund would hope that the World 
Bank Board would act in a way that would not delay action by the 
Fund. The deeper and closer the collaboration, the more each 
institution will have to be receptive to the schedule. procedures, and 
constraints of the other, and in particular of the one that happens to 
be the most advanced in its work. 
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While closer Fund/Bank collaboration is of the essence, it is fair 
to say that Directors have stressed that the competence, mandate, and 
expertise of each of the two institutions must be respected. The Fund 
would pay particular attention to what it was most well equipped to 
look at: macroeconomic developments and policies, fiscal policies, 
monetary policies, exchange rates, exchange systems, tax reforms, 
and price realignments, but in conjunction with the World Bank, 
which has particular expertise and competence in development and 
sectoral policies, investment priorities, microeconomic reforms, and 
the like. 

Cooperation is of the essence, but it will be conducted in a 
manner that will not give rise to cross conditionality. I also want to 
stress that these framework paper procedures will apply only in the 
case of the Structural Adjustment Facility. There is no intention to 
set a precedent and extend them to other facilities and arrangements 
or to countries not using the Structural Adjustment Facility. 

4. Conditionality 

The first annual program will have to be described in a written 
document from the authorities to the management. which will contain 
a request for a commitment of resources from the Structural 
Adjustment Facility for a three-year period. 

The document will describe in general terms the policies to be 
followed over the medium term, making reference to the policy 
framework paper, and will delineate more precisely the objectives of 
the authorities and the policies they will implement during the first 
year. Subsequent documents will review and update the medium-term 
policy plans and describe, also in specific terms, the policies tO be 
implemented during the subsequent one-year periods. 

We have no intention of overloading this conditionality with prior 
measures, but it needs to be understood that, especially in some cases 
where there is much to be done and where performance has been 
somewhat unsatisfactory, an annual program can be credible and can 
work only if the country is ready to take some measures that will be 
consistent with the unfolding of the program. 

The question takes on added importance beyond the first year. As 
there will be no performance criteria governing disbursements and 

339 



©International Monetary Fund. Not for Redistribution 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

no phasing within a year, it will be necessary to make sure, after the 
first year, to capture correctly the progress that has been made under 
the structural program. The whole exercise is designed precisely to 
help a country to move toward that progress. 

If after the first year, the Fund believes that the program has not 
worked and that corrective policies are necessary to make the second 
year consistent, at least with the general architecture of the medium
term framework, stock will have to be taken of those observations in 
the negotiation with the member country of the second program year. 

Benchmarks or indicators will have to be constructed in a flexible 
way; they will not necessarily all be quantified and will essentially 
be devised to help monitor progress in policy implementation and in 
reaching the objectives of the program that have been described in 
the authorities' document. I want to make it very clear that these 
benchmarks or indicators will not be associated with disbursements. 

Deviations from benchmarks will of course be noted, and an effort 
will be made to understand why they have happened. If the reasons 
are such that they could derail the direction of a program, policy 
adjustments may well be necessary, and they will be taken up in 
discussions leading to the arrangement in support of the next annual 
program. 

5. Disbursements 

Upon endorsement of the overall policy framework and approval 
of the program for the first year, the Fund will disburse to the 
member an amount of resources equivalent to 20 percent of the 
member's quota in the Fund and will make a commitment to the 
member to disburse additional resources in two additional tranches 
on approval of subsequent programs. Given the flexibility inherent 
in the procedure, an initial calculation has been made of each of the 
two additional tranches, at the equivalent of 1 3 1/2 percent of the 
member's quota. These amounts will be recalculated as the program 
unfolds; in light of the resources available to the facility, the 
amounts may be enlarged under the procedures described in 
EBS/86/53 .  Because of the uncertainties associated with Trust Fund 
reflows, commitments will have to be made conringent on the 
availability of resources . . . .  
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The Chairman 's Summing Up at the Conclusion of the Discussion 
on the Structural Adjustment Facility-Review of Experience 

Executive Board Meeting 87/93, June 19, 1987 

The discussion today concludes the first review by Executive 
Directors of the operation of the Structural Adjustment Facility 
(SAF). In summing up, I will begin with a few general comments 
and then turn to some conceptual and more specific operational 
issues. 

1 .  General observations 

Directors expressed strong support for the facility and indicated 
that they considered it to be an important channel for Fund assistance 
to low-income developing countries. The explicit orientation of the 
facility toward the alleviation of structural imbalances and rigidities 
was considered to be particularly important for these countries, many 
of which have suffered for many years from low rates of economic 
growth and declining per capita incomes. Recognizing that the 
modest amount of assistance available under the facility has been one 
of the important impediments to its wider utilization, most Directors 
supported the proposal to raise the amount of second-year disburse
ments to 30 percent of quota. 

Directors expressed concern that the catalytic role that had been 
envisaged for the facility in mobilizing resource flows from other 
sources had thus far not materialized. That role remained a crucial 
one, and they therefore welcomed the indications by the leaders of 
the major industrial countries at the recent Venice Summit that they 
strongly supported our initiative to triple the resources available for 
lending in association with SAF arrangements. Directors urged man
agement to explore all possible options to secure truly additional 
resources for the SAF. It was emphasized that the role that had been 
envisaged for the facility would not be fully realized unless the 
amounts of assistance that countries could obtain under SAP-suppor
ted programs were increased to levels that would be more commen
surate with the problems that the facility was intended to address. 
Directors indicated that members who have made use of the facility 
or are currently negotiating arrangements should not be disadvan
taged by prompt use of the SAF, in the event that its enhancement 
was realized. I am grateful for the indications received from a 
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number of Directors that their authorities stood ready to contribute 
to the enhanced SAF. I am also pleased to hear that the suggestions 
which we have made regarding the modalities of financing are in the 
right direction. 

2 .  Role and content of policy framework papers 

Most, but not all, Directors thought that the content of policy 
framework papers (PFPs) should be further developed and strength
ened. Many also stressed that the authorities should play a much 
greater role than they had so far in the formulation of PFPs. It was 
noted that policy framework papers should include a more pointed 
and forward-looking analysis and identification of macroeconomic 
and structural problems and of the sources of economic growth; a 
more focused discussion of the authorities' strategy and the priority 
to be attached to key structural reforms to be sought over the next 
three years; a fuller description and assessment of public investment 
programs; and a discussion of financing requirements and the role of 
major aid agencies. Most Directors felt that specific policy under
takings in the initial period and general indications of policies to be 
pursued in the second and the third years should be spelled out in 
PFPs. Some Directors expressed concern that prior announcement 
of policy intentions could lead to speculative activities or involve 
sociopolitical sensitivities. I n  these cases, it was suggested that the 
precise timing and exact magnitude of intended changes could be left 
out of the PFP and could be included in the staff paper on the SAF 
program. 

Directors were of the view that PFPs should contribute to the 
decision-making process of multilateral aid agencies, with many 
calling for a more central role for the PFP in guiding the World 
Bank's lending strategy. Directors indicated that PFPs should be 
designed in such a way as to help ensure consistency of policy advice 
and other activities of aid agencies and to direct aid resources to 
countries undertaking strong policy reform in amounts that would 
make such reform efforts viable and sustainable. I took note of the 
differing views of Executive Directors on the role to be played by 
bilateral donors in the PFP process. These views will be taken into 
account in our emerging relations with these donors. The suggestion 
that the Fund should hold a conference for representatives of aid 
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agencies to familiarize these institutions with the PFP process and 
discuss the coordination of objectives will also be examined. 

Most Directors agreed that PFPs should be revised each year to 
cover policies and objectives to be pursued by the authorities during 
the following three-year period. Such a rolling framework would 
provide for a continuity of policy, which was useful for both the 
authorities and those supporting the member's adjustment effort. 
Other Directors, however, stressed that an updating of the PFP 
would suffice; in their view a wholesale redesign of the PFP each 
year would be burdensome for both the staff and the authorities but 
might be warranted if the facility's resources were enhanced. 

Most Directors agreed that a wide circulation of PFPs was desir
able, consistent with the objective of a fuller role for PFPs in the aid 
coordination process; however, in view of concerns expressed by 
some Directors, circulation of PFPs has tO be subject to the consent 
of the authorities of the member concerned. Directors encouraged the 
staff to develop circulation procedures along the lines suggested in 
EBS/87/46, Supplement 1 (6/9/87). 

3 .  issues related to the PFPISAF process 

a. Fund-Bank collaboration 

Directors emphasized the importance that they attached to the 
members' requests for SAF arrangements. They urged the staffs of 
the two institutions to work closely together to expedite the process 
and to avoid undue delays. Closer collaboration between the two 
institutions should not be allowed to lead to cross conditionality. 
However, for a very limited number of cases in which the Bank was 
not in a position to conrribute to the preparation of a possible SAF 
operation within a reasonable time period, I take it that Directors 
would not regard it as an absolute requirement that the Bank be 
involved in the preparation of the PFP. 

A number of Directors were disappointed that the PFP bad not 
been utilized more fully for World Bank policy-based lending. 
Speakers welcomed the conclusion of IDA-8 negotiations and were 
pleased in particular that $3.0-3.5 billion was to be used for 
structural adjustment lending in conjunction, to the extent possible, 
with the SAF. Several Directors hoped that policies governing use of 
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IDA-8 would be finalized soon and in such a way that would enable 
IDA to lend in parallel with the SAF, drawing upon the policy 
undertakings stipulated in the PFP. 

b. Staged approach 

Directors emphasized that SAP-supported programs should contin
ue to be based on comprehensive and detailed analysis and focused 
around comprehensive structural reform. However, some Directors 
indicated that in a limited number of exceptional cases where this 
was not practicable in the initial stages but where there may be 
assurance that macroeconomic policies would adequately address the 
immediate problems and thus improve the environment for structural 
reform, it would be useful to allow some flexibility and to expe
riment with a staged approach. 

c .  Two-step procedure 

Most Directors expressed doubts as to whether the additional staff 
and Board time required by the two-step negotiation process-involv
ing separate Board discussion of the PFP before presentation of the 
SAF loan request-was worthwhile. They encouraged the staff to 
present the PFP and the SAF request simultaneously to the Board and 
to limit use of the two-step procedure to cases in which there were 
outstanding arrears to the Fund or in which there were major 
difficulties in the negotiating process or significant doubts about the 
eventual endorsement by the Board of the policy strategy contained 
in the PFP. Where a two-step procedure was to be used, staff was 
encouraged to hold PFP discussions to the extent feasible in the 
context of Article IV or other discussions with the authorities. 

4. SAF-related issues 

a. Conditionality 

The nature and form of conditionality underlying the request for 
SAF arrangements that have been brought to the Board thus far was 
considered by most Directors to be broadly appropriate. Directors 
reiterated that SAF resources should be provided in support of strong 
macroeconomic and structural adjustment programs that would re
move obstacles to growth and make, as a minimum, substantial pro-
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gress toward the achievement of a viable balance of payments 
position during the three-year program period; the programs must 
provide reasonable assurance of timely repayments of loans from the 
SAF. A number of Directors, however, urged that conditionality 
should be more flexible and adapted in light of the objectives, 
particularly for growth, of the facility. 

Because balance of payments viability cannot be attained by many 
SAF-eligible countries in the absence of increased concessional assis
tance, SAF programs for these countries would have to be strong so 
as to provide creditor governments and aid agencies with the assur
ance of satisfactory macroeconomic policies and the monitoring that 
they require in order to move forward with their operations in sup
port of policy reform, several Directors stressed. In this connection, 
the decision of the Paris Club to undertake a debt rescheduling in 
certain cases on the basis of a SAF arrangement was welcomed. 

b .  Benchmarks and prior actions 

Directors noted that the use of benchmarks was necessary to 
delineate the expected path of structural reform and to facilitate the 
evaluation of progress under SAF arrangements. They emphasized 
that benchmarks should be limjted to those few variables that are 
considered most important for purposes of monitoring the program. 
Structural benchmarks should be formulated in specific terms so as 
to provide a clear understanding of the expected path of program 
implementation. A number of Directors considered that it would be 
useful to provide a more explicit framework of structural reform in 
the three-year program by including structural benchmarks that ex
tend beyond the annual program in a few critical areas. While some 
Directors considered that the use of prior actions in SAF arrange
ments continued to be appropriate in those cases where much re
mained to be done and where past performance had been somewhat 
unsatisfactory, other Directors noted that such use should be 
exceptional. 

c .  Protracted balance of payments criterion 

While the existence of protracted balance of payments problems 
should remain a criterion for use of the facility, most Directors 
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emphasized that, a priori, a low-income country satisfied this cri
terion. They reiterated that the assessment should involve consid
erable flexibility and should not be based on the mechanical 
application of statistical indicators. 

d .  Coincidence between arrangement and program periods 

Directors stressed that a significant divergence between the 
program and the arrangement period generally should be avoided and 
that there should be an interval of about 1 2  months between the two 
disbursements. However, they recognized that there was a need for 
flexibility in the timing of presentation to the Board of annual SAF 
arrangements; a normal delay of about three months between the 
initiation of the annual policy program and its presentation to the 
Board was acceptable. They indicated that approval of a longer delay 
should be granted only in exceptional cases. In those cases in which 
considerable delay had been experienced in the presentation of a 
first-year program, Directors considered that some shortening of the 
period between annual disbursements would be appropriate so as to 
minimize the difference in timing between the approval of the 
subsequent annual programs and the associated disbursements. 

Directors noted that the preparation of PFPs and SAF programs 
has absorbed a substantial amount of the staff resources of borrowing 
countries, the Bank, and the Fund, and they directed the staff to look 
for ways to simplify procedures. 

I have noted the call for generalized access to Fund resources by 
developing countries on a concessional basis, a matter to which we 
will return in the context of our consideration of the recommen
dations of the Group of Twenty-Four on the role of the Fund. 

The discussion of the first review of the operation of the structural 
adjustment facility has been most helpful and should contribute to a 
more effective and efficient operation of the facility. This will be 
extremely important as we advance our efforts to increase the amount 
of resources that can be made available to the low-income countries 
under the facility. The next review of the structural adjustment 
facility will be held not later than May 3 1 ,  1 988. 
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Let me reiterate that I am really grateful for the many expressions 
of support for the initiative to increase the resources available 
through the SAF. I intend to report to you frequently on the progress 
that we are able to make. That progress will depend crucially upon 
your continuing support. 

SPECIAL DISBURSEMENT ACCOUNT: REVIEW OF STRUCTURAL 

ADJUSTMENT FACILITY AND ESTABLISHMENT OF THE 

ENHANCED STRUCTURAL ADJUSTMENT FACILITY 

I .  The Executive Board has reviewed the operation of the Struc
tural Adjustment Facility within the Special Disbursement Account, 
as provided in Decision No. 8241 -(86/56) SAF, adopted March 26. 
1986. 

2.  (a) The Executive Board decides to establish a Facility ro be 
known as the Enhanced Structural Adjustmem Facility. Loans under 
that Facility shall be provided by the Enhanced Structural Adjustment 
Facility Trust, normally in conjunction with loans under the 
Structural Adjustment Facility, on concessional terms, to low
income developing members that qualify for assistance. 

Assistance under that Facility may also be provided from 
loans by the Enhanced Structural Adjustment Facility Trust not made 
in conjunction with loans from the Structural Adjustment Facility to 
members that are eligible for assistance from the Structural Adjust
ment Facility and have notified the Fund of their intention not to 
make use of the resources of the Structural Adjustment Facility. 

(b) The use of resources provided by the Structural Adjustment 
Facility shall be subject to the Regulations for the Adminjstration of 
the Structural Adjustment Facility, as amended by Decision No. 
8758-(87/176) SAF, adopted December 18, 1987. 

(c) The use of resources provided by the Enhanced Structural 
Adjustment Facility Trust shall be subject to the provisions of the 
Enhanced Structural Adjustment Facility Trust Instrument adopted by * 
Decision No. 8759-(87/1 76) ESAF, adopted December 1 8 ,  1987. 

*
see page 25. 
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3 .  Resources provided by lenders that agree ro support arrange
ments under the Enhanced Structural Adjustment Facility through 
loans to qualifying members shall be used in association with loans 
under the Enhanced Structural Adjustment Facility and in accordance 
with the arrangements between the Fund and the lenders. 

4. The Fund shall review the operation of the Enhanced Struc
tural Adjustment Facility, of the Structural Adjustment Facility, and 
of the Enhanced Structural Adjustment Facility Trust, not later than 
March 3 1 ,  1989. 

Decision No. 8757-(8711 76) SAF/ESAF 
December 18, 1987, as amended by 

Decision No. 9987-(92148) SAF/ESAF 
April 7, 1992 

Pursuant to paragraph 4 of Decision No. 8757-(871176) 
SAF/ESAF, adopted December 18 ,  1987, the Fund has reviewed the 
operation of the Enhanced Structural Adjustment Facility, of the 
Structural Adjustment Facility, and of the Enhanced Structural Ad
justment Facility Trust. The operation of these facilities shall be 
further reviewed before June 30, 1990. 

Decision No. 9114-(89140) SAF/ESAF 
March 29, 1989 

Pursuant to Decision No. 9 1 14-(89/40) SAF/ESAF, adopted 
March 29, 1989, the Fund has reviewed the operation of the Struc
tural Adjustment Facility, of the Enhanced Structural Adjustment 
Facility, and of the Enhanced Structural Adjustment Facility Trust. 
The operation of these facilities and of the Enhanced Structural 
Adjustment Facility Trust shall be further reviewed before Septem
ber 30, 1 99 1 .  

Decision No. 9487-(90/106) SAF/ESAF 
July 2, 1990, as amended by 

Decision No. 9776-(91196) SAFIESAF 
July 19, 1991 
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Pursuant to Decision No. 9487-(901106) SAF/ESAF, adopted 
July 2,  1990, the Fund has reviewed the operation of the Structural 
Adjustment Facility, of the Enhanced Structural Adjustment Facility, 
and of the Enhanced Structural Adjustment Facility Trust. The 
operation of these facilities and of the Enhanced Structural 
Adjustment Facility Trust shall be further reviewed not later than 
July 3 1 ,  1992. 

Decision No. 9808-(911114) SAF/ESAF 
September 4, 1991 

Pursuant to Decision No. 9808-(91 I 1 14)  SAF/ESAF, adopted Sep
tember 4, 1991 ,  the Fund has reviewed the operation of the Struc
tural Adjustment Facility, of the Enhanced Structural Adjustment 
Facility and of the Enhanced Structural Adjustment Facility Trust. 
The operation of these facilities and of the Enhanced Structural 
Adjustment Facility Trust shall be further reviewed not later than 
July 10, 1993. 

Decision No. 10089-(92194) SAF/ESAF 
July 23, 1992 

SPECIAL DISBURSEMENT ACCOUNT: STRUCTURAL ADJUSTMENT 

FACILITY-POTENTIAL ACCESS 

Pursuant to paragraph 4(1)  of the Regulations for the Adminis
tration of the Structural Adjustment Facility within the Special 
Disbursement Account (Annex to Decision No. 8238-(86/56) SAF, 
as amended), the Fund determines that the potential access of each 
eligible member to the resources of the facility established by 
Decision No. 8240-(86/56) SAF, adopted March 26, 1986, as amend
ed, continues to be adequate. The potential access under the facility 
shall be reviewed again before the increase in quotas under the Ninth 
General Review becomes effective in accordance with paragraph 3 
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of Board of Governors Resolution No. 45-2, adopted effective 
June 28, 1 990, but in any event not later than July 3 1 ,  1992. 

Decision No. 9809-(911114) SAF 
September 4, 1991 

Pursuant to paragraph 4( 1 )  of the Regulations for the Admini
stration of the Structural Adjustment Facility within the Special 
Disbursement Account (Annex to Decision No. 8238-(86/56) SAF, 
as amended), the Fund determines that the potential access of each 
eligible member to the resources of the facility established by 
Decision No. 8240-(86/56) SAF, adopted March 26, 1986, as 
amended, continues to be adequate. The potential access under the 
facility shall be further reviewed before the increase in quotas under 
the Ninth General Review becomes effective in accordance with 
paragraph 3 of Board of Governors Resolution No. 45-2, adopted 
effective June 28, 1 990, and in any event not later than July 10, 
1993. 

Decision No. 10090-(92194) SAF 
July 23, 1992 

SPECIAL DISBURSEMENT ACCOUNT: ENHANCED STRUCTURAL 

ADJUSTMENT FACILITY-EXTENSION O F  COMMITMENT AND 

DISBURSEMENT PERIODS FOR AGREEMENTS 

The Managing Director is authorized to conclude agreements on 
the extension of commitment and disbursement periods for agree
ments pursuant to paragraph 3 of Decision No. 8757-(871176) 
SAF/ESAF, adopted December 18 ,  1987, on behalf of the Fund. 

Decision No. 9116- (89/40) ESAF 
March 29, 1989 
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SPECIAL DISBURSEMENT ACCOUNT: TRANSFER OF RESOURCES 

FROM THE SPECIAL DISBURSEMENT ACCOUNT TO THE 

ENHANCED STRUCTURAL ADJUSTMENT FACILITY TRUST AND 

RETRANSFER TO THE SPECIAL DISBURSEMENT ACCOUNT 

l .  The following resources held in, or to be received by, the Spe
cial Disbursement Account shall be transferred to the Enhanced 
Structural Adjustment Facility Trust ("the Trust")

* 
for its Reserve 

Account upon the establishment of the Trust or upon receipt of these 
resources by the Special Disbursement Account, whichever is later: 

(i) all income already received or to be received from the invest
ment of resources available for the Structural Adjustment 
Facility within the Special Disbursement Account; 

(ii) all interest already received or to be received, including from 
special charges, on loans under the Structural Adjustment 
Facility; 

(iii) all repayments of loans under the Structural Adjustment 
Facility; and 

(iv) all the resources held in the Special Disbursement Account 
that are derived from the termination of the 1976 Trust Fund 
and that can no longer be used under the Structural Adjust
ment Facility, and that have not been transferred to the 
Subsidy Account of the ESAF Trust in accordance with 
Decision No. 10531-(93/ 179) SAF; 

provided that the above resources shall be retransferred to the Spe
cial Disbursement Account when and to the extent that they are 
needed for the reimbursement of the expenses incurred by the Gene
ral Resources Account in the administration of the Structural Adjust
ment Facility and the Trust, which must be reimbursed in accordance 
with paragraph 1 0  of the Regulations for the Administration of the 
Structural Adjustment Facility and paragraph 3 of this decision. 

• On the Instrument to Establish the Enhanced Structural Adjustment Facility Trust. see Decision 
No. 8759-(871176) ESAF on page 25. 
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2 .  Whenever the Trustee determines that amounts in the Reserve 
Account of the Trust exceed the amount that may be needed to cover 
the total liabilities of the Trust to lenders that are authorized to be 
discharged by the Reserve Account, the Trustee shall retransfer such 
excess amounts to the Special Disbursement Account. Upon liquida
tion of the Trust, all amounts in the .Reserve Account remaining after 
discharge of liabilities authorized to be discharged by the Reserve 
Account shall be transferred lO the Special Disbursement Account. 

3 .  The Special Disbursement Account shall reimburse the General 
Resources Account annually in respect of the expenses of conducting 
the business of the Enhanced Structural Adjustment Facility Trust. 

4. Resources transferred under this decision shall be available to 
cover liabilities that are authorized to be discharged by the Reserve 
Account with respect to members that are eligible for assistance from 
the Structural Adjustment Facility and have notified the Fund of their 
intention not to make use of the resources of the Structural Adjust
ment Facility. 

5 .  This decision replaces Decision No. 8237-(86/56) SAF, 
adopted March 26, 1986. 

Decision No. 8760-(8711 76) 
December 18, 1987, as amended by 

Decision No. 9989-(92/48) 
April 7, 1992, and 

Decision No. 10531-(9311 70) SAF 
December 15, 1993 

SPECIAL DISBURSEMENT ACCOUNT: REVIEW OF STRUCTURAL 

ADJUSTMENT FACILITY (SAF), TERMINATION OF AUTHO

RITY TO MAKE COMMITMENTS TO PROVIDE ASSISTANCE 

FROM SAF IN CONJUNCTION WITH LOANS FROM ESAF 
TRUST, AND TRANSFER OF RESOURCES FROM SDA TO ESAF 

TRUST 

l .  The Fund has reviewed the operation of the Structural Adjust
ment Facility (SAF) within the Special Disbursement Account (SDA) 
and decides that from the date this decision becomes effective it will 

352 



©International Monetary Fund. Not for Redistribution 

SPECIAL DISBURSEMENT ACCOUNT 

no longer approve commitments to provide assistance from the SAF 
in conjunction with loans from the Enhanced Structural Adjustment 
Facility Trust (ESAF Trust). 

2 .  With the exception of the resources that have been or are to 
be transferred to the Reserve Account of the ESAF Trust pursuant to 
subparagraphs I (i), 1 (ii), or 1 (iii) of Decision No. 8760-(87/ 176), as 
amended, (i) SDR 260 million of the resources held in the SDA 
derived from the termination of the 1976 Trust Fund shall be main
tained in that account for further use under the SAF, and (ii) SDR 
400 million of the resources held or to be received by the SDA that 
are derived from the termination of the 1976 Trust Fund shall be 
transferred promptly after the effectiveness of this decision to the 
Subsidy Account of the ESAF Trust for the subsidization of ESAF 
Trust loans. Accordingly, Decision No. 8760-(87/ 176), as amended, 
is further amended by adding at the end of subparagraph 1 (iv) the 
following: "and that have not been transferred to the Subsidy 
Account of the ESAF Trust in accordance with Decision No. 10531 -
(93/170) SAF." 

Decision No. 10531-(93170) SAF 
December 15. 1993 

MODALITIES OF GOLD PLEDGE FOR USE OF ESAF 
TRUST RESOURCES UNDER RIGHTS APPROACH 

1 .  As long as loans from the Enhanced Structural Adjustment 
Facility Trust (hereinafter the "ESAF Trust") to members for the 
financing of "rights" as defined in the Managing Director's Summing 
Up at EBM/90/97 of June 20, 1990 are outstanding, the Fund shall 
review the adequacy of the Reserve Account of the ESAF Trust 
(hereinafter the "Reserve Account") shortly before June 30 and 
December 31 of each year. 

2. The Fund shall determine whether the amounts held in the Re
serve Account, plus other available means of financing that would 
effectively restore the resources of the Trust, are sufficient to meet 
all obligations which could give rise to a payment from the Reserve 
Account to lenders to the Loan Account of the ESAF Trust in the six 
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months following a review under paragraph 1 .  To the extent that it 
is determined by the Fund that these resources are insufficient to 
meet all such obligations (the "potential shortfall"), then the 
Managing Director is hereby authorized and instructed to sell gold 
held in the General Resources Account of the Fund in an amount that 
would generate proceeds available for transfer to the Special 
Disbursement Account under Article V ,  Section l2(f), up to the 
equivalent of the potential shortfall in the Reserve Account provided 
that 

(i) these proceeds shall not exceed the equivalent of the 
previous drawings on the Reserve Account attributable to 
overdue obligations under loans from the ESAF Trust to 
members for the financing of rights as described above, 
plus foregone interest earnings on amounts equivalent to 
these drawings, and less any amounts corresponding to 
these drawings that have been subsequently paid by such 
members or for which the Reserve Account has previously 
been replenished from the proceeds of a gold sale under 
this decision; and 

(ii) the total amount of gold available for sale under this deci
sion shall not exceed the amount specified in paragraph 4.  

3 .  The proceeds of .any sale of gold under this decision in excess 
of an amount equivalent at the time of the sale to one special drawing 
right per 0. 888 67 1 gram of fine gold shall be placed in the Special 
Disbursement Account and shall be transferred immediately 
thereupon to the Reserve Account. 

4. Subject to Paragraphs 5, 6 and 7, the Fund shall retain full 
ownership of holdings of gold of 3 million ounces in the General Re
sources Account, less any amounts sold pursuant to this decision, as 
long as loans from the ESAF Trust to members for the financing of 
rights as described above remain outstanding. 

5 .  The need to maintain the full amount specified in paragraph 4 
available for sale shall be reassessed on the occasion of the reviews 
under paragraph I .  This amount shall not be reduced without the 
consent of all lenders to the Loan Account of the ESAF Trust. 
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6. This decision shall not be amended by the Fund except with 
the consent of all lenders to the Loan Account of the ESAF Trust. 

7. This decision shall be terminated (i) when after all loans that 
may be made from the ESAF Trust have been fully disbursed, the re
sources held in the Reserve Account exceed the amounts outstanding 
under ESAF Trust loans, or (ii) when after all loans that may be 
made from the ESAF Trust for the financing of rights as described 
above have been fully disbursed, there are no outstanding obligations 
under such ESAF Trust loans, with respect to which a gold sale can 
be made under this decision, whichever is earlier. 

Decision No. 10286-(93123) ESAF 
February 22, 1993 

ESAF TRUST-RESERVE ACCOUNT-REVIEW 

Pursuant to Decision No. 1 0286-(93/23) ESAF, the Fund has 
reviewed the adequacy of the Reserve Account of the ESAF Trust. 
and determines that amounts held in the account are sufficient to 
meet all obligations which could give rise to a payment from the 
Reserve Account to lenders to the Loan Account of the ESAF Trust 
in the six months from January 1 to June 30, 1997. 

Decision No. 1 1409-(9711) ESAF, 
December 31, 1996 
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ARTICLE VI, SECTION 1 

Use of Fund's Resources for Capital Transfers 

[See Interpretation Pursuant to Decision No. 7 1-2, adopted Septem
ber 26, 1 946 and Decision No. 1238-(61/43), adopted July 28, 
1 96 1 .  *] 

"'
See page 83. 

356 



©International Monetary Fund. Not for Redistribution 

ARTICLE VI, SECTION 3 

Controls on Capital Transfers 

The report of the Committee on Interpretation on controls on 
capital transfers (EBD/56/7 1 ,  7/1 1156) is approved and the following 
conclusions are adopted: 

Subject to the provisions of Article VI, Section 3 concerning pay
ments for current transactions and undue delay in transfers of funds 
in settlement of commitments: 

(a) Members are free to adopt a policy of regulating capital 
movements for any reason, due regard being paid to the general 
purposes of the Fund and without prejudice to the provisions of 
Article VI, Section 1 .  

(b) They may, for that purpose, exercise such controls as are 
necessary, including making such arrangements as may be reasonably 
needed with other countries, without approval of the Fund. 
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ARTICLE VII 

Borrowing 

GENERAL ARRANGEMENTS TO BORROW 

Preamble 

In order to enable the International Monetary Fund to fulfill more 
effectively its role in the international monetary system, the main 
industrial countries have agreed that they will, in a spirit of broad 
and willing cooperation, strengthen the Fund by general arrange
ments under which they will stand ready to make loans to the Fund 
up to specified amounts under Article VII, Section l of the Articles 
of Agreement when supplementary resources are needed to forestall 
or cope with an impairment of the international monetary system. In 
order to give effect to these intentions, the following terms and 
conditions are adopted under Article VII, Section 1 of the Articles 
of Agreement. 

Paragraph I . Definitions 

As used in this decision the term: 

(i) "Articles" means the Articles of Agreement of the Inter
national Monetary Fund; 

(ii) "credit arrangement" means an undertaking to lend IO the 
Fund on the terms and conditions of this decision; 

(iii) "participant" means a participating member or a participating 
institution; 

(iv) "participating institution" means an official institution of a 
member that has entered into a credit arrangement with the 
Fund with the consent of the member; 

(v) "participating member" means a member of the Fund that has 
entered into a credit arrangement with the Fund; 
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(vi) "amount of a credit arrangement" means the maximum 
amount expressed in special drawing rights that a participant 
undertakes to lend to the Fund under a credit arrangement; 

(vii) "call" means a notice by the Fund to a participant to make a 
transfer under its credit arrangement to the Fund's account; 

(viii) "borrowed currency" means currency transferred to the 
Fund's account under a credit arrangement; 

(ix) "drawer" means a member that purchases borrowed currency 
from the Fund in an exchange transaction or in an exchange 
transaction under a stand-by or extended arrangement; 

(x) "indebtedness" of the Fund means the amount it is committed 
to repay under a credit arrangement. 

Paragraph 2. Credit Arrangements 

A member or institution that adheres to this decision undertakes 
to lend its currency to the Fund on the terms and conditions of this 
decision up to the amount in special drawing rights set forth in the 
Annex to this decision or established in accordance with para
graph 3(b). 

Paragraph 3. Adherence 

(a) Any member or institution specified in the Annex may adhere 
to this decision in accordance with paragraph 3(c). 

(b) Any member or institution not specified in the Annex that 
wishes to become a participant may at any time, after consultation 
with the Fund, give notice of its willingness to adhere to this 
decision, and, if the Fund shall so agree and no participant object. 
the member or institution may adhere in accordance with para
graph 3(c). When giving notice of its willingness to adhere under this 
paragraph 3(b) a member or institution shall specify the amount. 
expressed in terms of the special drawing right, of the credit 
arrangement which it is willing to enter into, provided that the 
amount shall not be less than the credit arrangement of the 
participant with the smallest credit arrangement. 
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(c) A member or institution shall adhere to this decision by de
positing with the Fund an instrument setting forth that it has adhered 
in accordance with its law and has taken all steps necessary to enable 
it to carry out the terms and conditions of this decision. On the 
deposit of the instrument the member or institution shall be a parti
cipant as of the date of the deposit or of the effective date of this 
decision, whichever shall be later. 

Paragraph 4.  Entry into Force 

This decision shall become effective when it has been adhered to 
by at least seven of the members or institutions included in the 
Annex with credit arrangements amounting in all to not less than the 
equivalent of five and one half billion United States dollars of the 
weight and fineness in effect on July 1 ,  1944. 

Paragraph 5.  Changes in Amounts of Credit Arrangemems 

The amounts of participants' credit arrangemenrs may be reviewed 
from time to time in the light of developing circumstances and 
changed with the agreement of the Fund and all participants. 

Paragraph 6. Initial Procedure 

When a participating member or a member whose institution is a 
participant approaches the Fund on an exchange transaction or stand
by or extended arrangement and the Managing Director, after con
sultation, considers that the exchange transaction or stand-by or 
extended arrangement is necessary in order to forestall or cope with 
an impairment of the international monetary system, and that the 
Fund's resources need to be supplemented for this purpose, he shall 
initiate the procedure for making calls under paragraph 7.  

Paragraph 7.  Calls 

(a) The Managing Director shall make a proposal for calls for an 
exchange transaction or for future calls for exchange transactions 
under a stand-by or extended arrangement only after consultation 
with Executive Directors and participants. A proposal shall become 
effective only if it is accepted by participants and the proposal is then 
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approved by the Executive Board. Each participant shall notify the 
Fund of the acceptance of a proposal involving a call under its credit 
arrangement. 

(b) The currencies and amounts to be called under one or more 
of the credit arrangements shall be based on the present and pros
pective balance of payments and reserve position of participating 
members or members whose institutions are participants and on the 
Fund's holdings of currencies. 

(c) Unless otherwise provided in a proposal for future calls ap
proved under paragraph 7(a), purchases of borrowed currency under 
a stand-by or extended arrangement shall be made in the currencies 
of participants in proportion to the amounts in the proposal. 

(d) If a participant on which calls may be made pursuant to para
graph 7(a) for a drawer's purchases under a stand-by or extended 
arrangement gives notice to the Fund that in the participant's 
opinion, based on the present and prospective balance of payments 
and reserve position, calls should no longer be made on the parti
cipant or that calls should be for a smaller amount, the Managing 
Director may propose to other participants that substitute amounts be 
made available under their credit arrangements, and this proposal 
shall be subject to the procedure of paragraph 7(a). The proposal as 
originally approved under paragraph 7(a) shall remain effective 
unless and until a proposal for substitute amounts is approved in 
accordance with paragraph 7(a). 

(e) When the Fund makes a call pursuant to this paragraph 7, the 
participant shall promptly make the transfer in accordance with the 
call. 

Paragraph 8. Evidence of Indebtedness 

(a) The Fund shall issue to a participant, on its request, non
negotiable instruments evidencing the Fund's indebtedness to the 
participant. The form of the instruments shall be agreed between the 
Fund and the participant. 

(b) Upon repayment of the amount of any instrument issued under 
paragraph 8(a) and all accrued interest, the instrument shall be 

361 



©International Monetary Fund. Not for Redistribution 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

returned to the Fund for cancellation. If less than the amount of any 
such instrument is repaid, the instrument shall be returned to the 
Fund and a new instrument for the remainder of the amount shall be 
substituted with the same maturity date as in the old instrument. 

Paragraph 9 .  Interest 

(a) The Fund shall pay interest on its indebtedness at a rate equal 
to the combined market interest rate computed by the Fund from time 
to time for the purpose of determining the rate at which it pays 
interest on holdings of special drawing rights. A change in the 
method of calculating the combined market interest rate shall apply 
only if  the Fund and at least two thirds of the participants having 
three fifths of the total amount of the credit arrangements so agree; 
provided that if a participant so requests at the time this agreement 
is reached, the change shall not apply to the Fund's indebtedness to 
that participant outstanding at the date the change becomes effective. 

(b) Interest shall accrue daily and shall be paid as soon as pos
sible after each July 3 1 ,  October 3 1 ,  January 3 1 ,  and April 30. 

(c) Interest due to a participant shall be paid, as determined by 
the Fund, in special drawing rights, or in the participant's currency, 
or in other currencies that are actually convertible. 

Paragraph 10. Use of Borrowed Currency 

The Fund's policies and practices under Article Y, Sections 3 and 
7 on the use of its general resources and stand-by and extended 
arrangements, including those relating to the period of use, shall 
apply to purchases of currency borrowed by the Fund. Nothing in 
this decision shall affect the authority of the Fund with respect to 
requests for the use of its resources by individual members, and 
access to these resources by members shall be determined by the 
Fund's policies and practices, and shall not depend on whether the 
Fund can borrow under this decision. 

Paragraph 1 1 .  Repayment by the Fund 

(a) Subject to the other provisions of this paragraph I L ,  the 
Fund, five years after a transfer by a participant, shall repay the 
participant an amount equivalent to the transfer calculated in accor-
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dance with paragraph 12 .  If  the drawer for whose purchase partici
pants make transfers is committed to repurchase at a fixed date 
earlier than five years after its purchase, the Fund shall repay the 
participants at that date. Repayment under this paragraph 1 1  (a) or 
under paragraph l l (c) shall be, as determined by the Fund, in the 
participant's currency whenever feasible, or in special drawing 
rights, or, after consultation with the participant, in other currencies 
that are actually convertible. Repayments to a participant under 
paragraph I I  (b) and (e) shall be credited against transfers by the 
participant for a drawer's purchases in the order in which repayment 
must be made under this paragraph 1 1  (a). 

(b) Before the date prescribed in paragraph 1 1  (a), the Fund, after 
consultation with a participant, may make repayment to the partici
pant in part or in full. The Fund shall have the option to make 
repayment under this paragraph l l (b) in the participant' s  currency, 
or in special drawing rights in an amount that does not increase the 
participant's holdings of special drawing rights above the limit under 
Article XIX, Section 4,  of the Articles of Agreement unless the par
ticipant agrees to accept special drawing rights above that limit in 
such repayment. or. with the agreement of the participant, in other 
currencies that are actually convertible. 

(c) Whenever a reduction in the Fund's holdings of a drawer's 
currency is attributed to a purchase of borrowed currency, the Fund 
shall promptly repay an equivalent amount. If the Fund is indebted 
to a participant as a result of transfers to finance a reserve tranche 
purchase by a drawer and the Fund's holdings of the drawer's 
currency that are not subject to repurchase are reduced as a result of 
net sales of that currency during a quarterly period covered by an 
operational budget, the Fund shall repay at the beginning of the next 
quarterly period an amount equivalent to that reduction, up to the 
amount of the indebtedness to the participant. 

(d) Repayment under paragraph 1 1  (c) shall be made in propor
tion to the Fund's indebtedness to the participants that made transfers 
in respect of which repayment is being made. 

(e) Before the date prescribed in paragraph l l(a) a part1c1pant 
may give notice representing that there is a balance of payments need 
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for repayment of part or all of the Fund's indebtedness and request
ing such repayment. The Fund shall give the overwhelming benefit 
of any doubt to the participant' s  representation. Repayment shall be 
made after consultation with the participant in the currencies of other 
members that are actually convertible, or made in special drawing 
rights, as determined by the Fund. [f the Fund's holdings of curren
cies in which repayment should be made are not wholly adequate, 
individual participants shall be requested, and will be expected, to 
provide the necessary balance under their credit arrangements. If, 
notwithstanding the expectation that the participants will provide the 
necessary balance, they fail to do so, repayment shall be made to the 
extent necessary in the currency of the drawer for whose purchases 
the participant requesting repayment made transfers. For all of the 
purposes of this paragraph 1 1  transfers under this paragraph 1 1  (e) 
shall be deemed to have been made at the same time and for the same 
purchases as the transfers by the participant obtaining repayment 
under this paragraph l l  (e). 

(f) All repayments to a participant in a currency other than its 
own shall be guided, to the maximum extent practicable, by the 
present and prospective balance of payments and reserve position of 
the members whose currencies are to be used in repayment. 

(g) The Fund shall at no time reduce its holdings of a drawer's 
currency below an amount equal to the Fund's indebtedness to the 
participants resulting from transfers for the drawer's purchases. 

(h) When any repayment is made to a participant, the amount that 
can be called for under its credit arrangement in accordance with this 
decision shall be restored pro 1an1o. 

(i) The Fund shall be deemed to have discharged its obligations 
to a participating institution to make repayment in accordance with 
the provisions of this paragraph or to pay interest in accordance with 
the provisions of paragraph 9 if the Fund transfers an equivalent 
amount in special drawing rights to the member in which the insti
tution is established. 

Paragraph 1 2 .  Rales of Exchange 

(a) The value of any transfer shall be calculated as of the dare of 
the dispatch of the instructions for the transfer. The calculation shall 
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be made in terms of the special drawing right in accordance with 
Article XIX, Section 7(a) of the Articles, and the Fund shall be 
obliged to repay an equivalent value. 

(b) For all of the purposes of this decision, the value of a 
currency in terms of the special drawing right shall be calculated by 
the Fund in accordance with Rule 0-2 of the Fund's Rules and Regu
lations. 

Paragraph 13 .  Transferability 

A participant may not transfer all or part of its claim to repayment 
under a credit arrangement except with the prior consent of the Fund 
and on such terms and conditions as the Fund may approve. 

Paragraph 14. Notices 

Notice to or by a participating member under this decision shall 
be in writing or by rapid means of communication and shall be given 
to or by the fiscal agency of the participating member designated in 
accordance with Article V, Section I of the Articles and Rule G-1 of 
the Rules and Regulations of the Fund. Notice to or by a partici
pating institution shall be in writing or by rapid means of commu
nication and shall be given to or by the participating institution. 

Paragraph 1 5 .  Amendment 

This decision may be amended during the period prescribed in 
paragraph 19(a) only by a decision of the Fund and with the 
concurrence of all participants. Such concurrence shall not be 
necessary for the modification of the decision on its renewal pursuant 
to paragraph 19(b). 

Paragraph 16. Withdrawal of Adherence 

A participant may withdraw its adherence to this decision in 
accordance with paragraph 1 9(b) but may not withdraw within the 
period prescribed i n  paragraph 1 9(a) except with the agreement of 
the Fund and all participants. 
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Paragraph 1 7 .  Withdrawal from Membership 

If  a participating member or a member whose institution is a 
participant withdraws from membership in the Fund, the participant's 
credit arrangement shall cease at the same time as the withdrawal 
takes effect. The Fund's indebtedness under the credit arrangement 
shall be treated as an amount due from the Fund for the purpose of 
Article XXVI, Section 3, and Schedule J of rhe Articles. 

Paragraph 1 8 .  Suspension of Exchange Transactions and Liquidation 

(a) The right of the Fund to make calls under paragraph 7 and the 
obligation to make repayments under paragraph 1 1  shall be suspen
ded during any suspension of exchange transactions under Arti
cle XXVII of the Articles. 

(b) ln the event of liquidation of the Fund, credit arrangements 
shall cease and the Fund's indebtedness shall constitute liabilities 
under Schedule K of the Articles. For the purpose of paragraph 1 (a) 
of Schedule K, the currency in which the liability of the Fund shall 
be payable shall be first the participant's currency and then the 
currency of the drawer for whose purchases transfers were made by 
the participants. 

Paragraph 19 .  Period and Renewal 

(a) This decision shall continue in existence for four years from 
its effective date. A new period of five 

'
years shall begin on the 

effective date of Decision No. 7337-(83/37), adopted February 24, 
1983. References in paragraph 19(b) to the period prescribed in 
paragraph 19(a) shall refer to this new period and to any subsequent 
renewal periods that may be decided pursuant to paragraph 19(b). 
When considering a renewal of this decision for the period following 
the five-year period referred to in this paragraph 19(a), the Fund and 
the participants shall review the functioning of this decision, includ
ing the provisions of paragraph 2 1 .  

(b) This decision may be renewed for such period or periods and 
with such modifications, subject to paragraph 5 ,  as the Fund may 
decide. The Fund shall adopt a decision on renewal and modification, 

366 



©International Monetary Fund. Not for Redistribution 

BORROWING 

if any, not later than twelve months before the end of the period 
prescribed in paragraph 19(a). Any participant may advise the Fund 
not less than six months before the end of the period prescribed in 
paragraph 1 9(a) that it will withdraw its adherence to the decision as 
renewed. In the absence of such notice, a participant shall be deemed 
to continue to adhere to the decision as renewed. Withdrawal of 
adherence in accordance with this paragraph 19(b) by a participant, 
whether or not included in the Annex, shall not preclude its 
subsequent adherence in accordance with paragraph 3(b). 

(c) If this decision is terminated or not renewed, paragraphs 8 
through 14,  1 7  and 1 8(b) shall nevertheless continue ro apply in 
connection with any indebtedness of the Fund under credit arrange
ments in existence at the date of the termination or expiration of the 
decision until repayment is completed. If a participant withdraws its 
adherence to this decision in accordance with paragraph 1 6  or para
graph 1 9(b), it shall cease to be a participant under the decision, but 
paragraphs 8 through 14,  1 7  and 18(b) of the decision as of the date 
of the withdrawal shall nevertheless continue to apply to any in
debtedness of the Fund under the former credit arrangement until 
repayment has been completed. 

Paragraph 20. Interpretation 

Any question of interpretation raised in connection with this deci
sion which does not fall within the purview of Article XXIX of the 
Articles shall be settled to the mutual satisfaction of the Fund, the 
participant raising the question, and all other participants. For the 
purpose of this paragraph 20 participants shall be deemed to include 
those former participants to which paragraphs 8 through 14, 17  and 
18(b) continue to apply pursuant to paragraph 19(c) to the extent that 
any such former participant is affected by a question of interpretation 
that is raised. 

Paragraph 2 1 .  Use of Credit Arrangements for Nonparticipants 

(a) The Fund may make calls in accordance with paragraphs 6 
and 7 for exchange transactions requested by members that are not 
participants if the exchange transactions are (i) transactions in the 
upper credit tranches, (ii) transactions under stand-by arrangements 
extending beyond the first credit tranche, (iii) transactions under 
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extended arrangements, or (iv) transactions in the first credit tranche 
in conjunction with a stand-by or an extended arrangement. All the 
provisions of this decision relating to calls shall apply, except as 
otherwise provided in paragraph 2 1  (b). 

(b) The Managing Director may initiate the procedure for making 
calls under paragraph 7 in connection with requests referred to in 
paragraph 2 1  (a) if, after consultation, he considers that the Fund 
faces an inadequacy of resources to meet actual and expected 
requests for financing that reflect the existence of an exceptional 
situation associated with balance of payments problems of members 
of a character or aggregate size that could threaten the stability of the 
international monetary system. In making proposals for calls 
pursuant to paragraph 2 l (a) and (b), the Managing Director shall pay 
due regard to potential calls pursuant to other provisions of this 
decision. 

* 
Paragraph 22. (Abrogated) 

Paragraph 23.  Associated Borrowing Arrangements 

(a) A borrowing arrangement between the Fund and a member 
that is not a participant, or an official institution of such a member, 
under which the member or the official institution undertakes to 
make loans to the Fund for the same purposes as, and on terms com
parable to, those made by participants under this decision, may, with 
the concurrence of all participants, authorize the Fund to make calls 
on participants in accordance with paragraphs 6 and 7 for exchange 
transactions with that member, or to make requests under para
graph 1 1  (e) in connection with an early repayment of a claim under 
the borrowing arrangement, or both. For the purposes of this deci
sion such calls or requests shall be treated as if they were calls or 
requests in respect of a participant. 

(b) Nothing in this decision shall preclude the Fund from entering 
imo any other types of borrowing arrangements, including an ar-

*Decision No. 10175-(921129). October 28, 1992. 
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rangement between the Fund and a lender, involving an association 
with participants, that does not contain the authorizations referred to 
in paragraph 23(a). 

ANNEX 

Participants and Amounts of Credit Arrangements 

I .  United States of America 
2. Deutsche Bundesbank 
3 .  Japan 
4. France 
5 .  United Kingdom 
6. Italy 
7. Canada 
8. Netherlands 
9. Belgium 
I 0. Sveriges Riksbank 
I I .  Swiss National Bank 

Amoum in Special 
Drawing Rights 

4,250,000,000 
2,380,000,000 
2,125,000,000 
1 ,700,000,000 
1 ,700,000,000 
1 , 105,000,000 

892,500,000 
850,000,000 
595,000,000 
382,500,000 

1,020,000.000 
17 ,000,000,000 

Decision No. 1289- (6211) 
January 5, 1962, as amended by 

Decision Nos. 1362-(62132), July 9, 1962, 
effective October 12, 1962, 

1415-(62147), September 19, 1962, 
4421-(741132), October 23, 1974, 

5792-(78179), June 2, 1978, 
6241-(791144), August 24, 1979, 

7337-(83/37), February 24, 1983, and * 
10175-(921129), October 28, 1992 

*Renewed for a period of five years from December 26. 1988 (Decision No. 8733-(871159). 

effective December 26, 1981!). This was again renewed for a period of five years from Decem
ber 26. 1993 (Decision No. 10176-(921129), October 28. 1992). 
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The revised text of the GAB Decision, which incorporates amendments in a 
number of provisions and provides for the increases in participants' credit 
arrangements, was approved by the Executive Board on February 24, 1983 (Decision 
No. 7337-(83/37)). It became effective on December 26, 1983 when all ten parti
cipants notified the Fund that they concurred in these amendments and increases. 
The text was further amended by deleting paragraph 22 in light of Switzerland's 
membership (Decision No. 10175-(921129), October 28, 1992) and the amendment 
became effective on December 22. !992 when all eleven participants notified the 
Fund that they concurred in the amendment. 

Letter from Mr. Baumgartner, Minister of Finance, France, to 
Mr. Dillon, Secretary of the Treaswy, United Stares 

December 1 5 ,  1 96 1  

Dear Mr. Secretary: 

The purpose of this letter is to set forth the understandings 
reached during the recent discussions in Paris with respect to the 
procedure to be followed by the Participating Countries and Insti
tutions (hereinafter referred to as "the participants") in connection 
with borrowings by the International Monetary Fund of Supplemen
tary Resources under credit arrangements which we expect will be 
established pursuant to a decision of the Executive Directors of the 
Fund. 

This procedure, which would apply after the entry into force of 
that decision with respect to the participants which adhere to it in 
accordance with their laws, and which would remain in effect during 
the period of the decision, is as follows: 

A .  A participating country which has need to draw currencies 
from the International Monetary Fund or to seek a stand-by agree
ment with the Fund in circumstances indicating that the Supple
mentary Resources might be used, shall consult with the Managing 
Director of the Fund first and then with the other participants. 

B. If the Managing Director makes a proposal for Supplemen
tary Resources to be lent to the Fund, the participants shall consult 
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on this proposal and inform the Managing Director of the amounts 
of their currencies which they consider appropriate to lend to the 
Fund, taking into account the recommendations of the Managing 
Director and their present and prospective balance of payments and 
reserve positions. The participants shall aim at reaching unanimous 
agreement. 

C .  If  it is not possible to reach unanimous agreement, the ques
tion whether the participants are prepared to facilitate, by lending 
their currencies, an exchange transaction or stand-by arrangement of 
the kind covered by the special borrowing arrangements and requir
ing the Fund's resources to be supplemented in the general order of 
magnitude proposed by the Managing Director, will be decided by 
a poll of the participants. 

The prospective drawer will not be entitled to vote. A favorable 
decision shall require the following majorities of the participants 
which take parr in the vote, it being understood that abstentions may 
be justified only for balance of payments reasons as stated in 
paragraph D :  

( I )  a two-thirds majority of  the number of participants voting; 
and 

(2) a three-fifths majority of the weighted votes of the parti
cipants voting, weighted on the basis of the commitments to 
the Supplementary Resources. 

D .  If the decision in paragraph C is favorable, there shall be 
further consultations among the participants, and with the Managing 
Director, concerning the amounts of the currencies of the respective 
participants which will be loaned to the Fund in order to atrain a 
total in the general order of magnitude agreed under paragraph C .  If  
during the consultations a participam gives notice that in its opinion, 
based on its present and prospective balance of payments and reserve 
position, calls should not be made on it, or that calls should be for 
a smaller amount than that proposed, the participants shall consult 
among themselves and with the Managing Director as to the addi
tional amounts of their currencies which they could provide so as to 
reach the general order of magnitude agreed under paragraph C .  

371 



©International Monetary Fund. Not for Redistribution 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

E. When agreement is reached under paragraph D, each partici
pant shall inform the Managing Director of the calls which it is 
prepared to meet under its credit arrangement with the Fund. 

F.  If  a participant which has loaned its currency to the Fund 
under its credit arrangement with the Fund subsequently requests a 
reversal of its loan which leads to further loans to the Fund by other 
participants, the parricipant seeking such reversal shall consult with 
the Managing Director and with the other participants. 

For the purpose of the consultative procedures described above, 
participants will designate representatives who shall be empowered 
to act with respect to proposals for use of the Supplementary 
Resources. 

It is understood that in the event of any proposals for calls under 
the credit arrangements or if other matters should arise under the 
Fund decision requiring consultations among the participants, a 
consultative meeting will be held among all the participants. The 
representative of France shall be responsible for calling the first 
meeting, and at that time the participants will determine who shall 
be the Chairman. The Managing Director of the Fund or his repre
sentative shall be invited to participate in these consultative 
meetings. 

It is understood that in order to further the consultations 
envisaged, participants should, to the fullest extent practicable, use 
the facilities of the international organizations to which they belong 
in keeping each other informed of the developments in their balances 
of payments that could give rise to the use of the Supplementary 
Resources. 

These consultative arrangements, undertaken in a spirit of inter
national cooperation, are designed to insure the stability of the 
international payments system. 

I shall appreciate a reply confirming that the a foregoing represents 
the understandings which have been reached with respect to the 
procedure to be followed in connection with borrowings by the Inter
national Monetary Fund under the credit arrangements to which I 
have referred. 
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I am sending identical letters to the other participants-that is, 
Belgium, Canada, Germany, Italy, Japan, the Netherlands, Sweden, 
the United Kingdom. Attached is a verbatim text of this letter in 
English. The French and English texts and the replies of the par
ticipants in both languages shall be equally authentic. I shall notify 
all of the participants of the confirmations received in response to 
this letter. 

GENERAL ARRANGEMENTS TO BORROW: TRANSFERABILITY OF 

CLAIMS 

Pursuant to paragraph 1 3  of the revised General Arrangements to 
Borrow (GAB) which became effective on December 26, 1983, the 
Fund consents in advance to the transfer of outstanding claims to 
repayment under the GAB on the terms and conditions set out below: 

1 .  All or part of any claim under the GAB may be transferred at 
any time to a participant in the GAB. 

2. As from the value date of the transfer, the transferred claim 
shall be held by the transferee on the same terms and conditions as 
claims originating under its credit arrangement, except that the 
transferee shall acquire the right to request early repayment of the 
transferred claim on balance of payments grounds pursuant to para
graph l l (e) of the GAB only if, at the time of the transfer, (i) the 
transferee is a member, or the institution of a member, whose bal
ance of payments and reserve position is considered sufficiently 
strong for its currency to be usable in net sales in the Fund's 
operational budget; or (ii) the transferee is the Swiss National 
Bank,

* 
and the balance of payments and reserve position of the 

Swiss Confederation is, in the opinion of the Fund, sufficiently 
strong to justify such acquisition. 

3 .  The price for the claim transferred shall be as agreed between 
the transferee and the transferor. 

*Became a participant in the GAB with effect from April 10, 1984. 
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4.  The transferor of a claim shall inform the Fund promptly of 
the claim that is being transferred, the name of the transferee, the 
amount of the claim that is being transferred, the agreed price for 
transfer of the claim, and the value date of the transfer. 

5.  The transfer shall be registered by the Fund if i t  is  in accor
dance with the terms and conditions of this decision. The transfer 
shall be effective as of the value date agreed between the transferee 
and the transferor. 

6 .  If  all or part of a claim is transferred during a quarterly pe
riod as described in paragraph 9(b) of the GAB. the Fund shall pay 
interest to the transferee on the amount of the claim transferred for 
the whole of that period. 

7 .  If requested. the Fund shall assist in seeking to arrange 
transfers. 

Decision No. 7628-(84125) 
February 15, 1984, effective April 10, 1984 

GENERAL ARRANGEMENTS TO BORROW: TRANSFERABILITY OF 

CLAIMS UNDER SAUDI ARABIA'S BORROWING AGREEMENT 

Pursuant to paragraph 9 of the Borrowing Agreement with Saudi 
Arabia under which Saudi Arabia has agreed to provide supplemen
tary resources in  association with the GAB, and which became 

* 
effective on December 26, 1983 (the Agreement), the Fund con-
sents in advance to the transfer of outstanding claims to repayment 
under the Agreement on the terms and conditions set out below: 

I .  All or part of any claim may be transferred at any time to any 
member of the Fund, the central bank or other agency of any mem
ber, or any official entity that has been prescribed as a holder of 

*
see Decision No. 7403-(83/73) on page 376. 
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SDRs pursuant to Article XVII, Section 3 of the Articles of Agree
ment. 

2. On the value date of the transfer, all the rights and obligations 
of Saudi Arabia provided in the Agreement with respect to the claim 
that is the subject of the transfer shall vest in the transferee, except 
that 

(a) the transferee shall acquire the right to request early 
repayment on balance of payments grounds provided in para
graph 6(d) of the Agreement only if, at the time of the transfer. 
(i) the transferee is a member, or the agency of a member, whose 
balance of payments and reserve position is considered sufficiently 
strong for its currency to be usable in net sales in the Fund's 
operational budget, or (ii) the transferee is the Swiss National 
Bank,

* 
and the balance of payments and reserve position of the 

Swiss Confederation is, in the opinion of the Fund, sufficiently 
strong to justify such acquisition; 

(b) if the transferee is a member or the agency of a member, 
references in the Agreement to payment in Saudi riyals shall be 
deemed to be references to payment in the member's currency, 
and if the transferee is not a member or the agency of a member 
such references shall not apply; and 

(c) the right to repayment on withdrawal provided in para
graph 1 0  of the Agreement shall apply only if the transferee is a 
member or the agency of a member, and that member withdraws 
from the Fund. 

3. The price for the claim transferred shall be as agreed between 
the transferor and the transferee. 

4 .  The transferor shall inform the Fund promptly of the claim that 
is being transferred, the name of the transferee, the amount of the 
claim that is being transferred, the agreed price for the transfer of 
the claim, and the value date of the transfer. 

*
Became a participant in the GAB with effect from April 10, 1984. 
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5 .  The transfer shall be registered by the Fund i f  it i s  in  accor
dance with the terms and conditions of this decision. The transfer 
shall be effective as of the value date agreed between the transferor 
and the transferee. 

6 .  If all or part of a claim is transferred during the quarterly 
period ending on a date specified in paragraph S(b) of the Agree
ment, the Fund shall pay interest to the transferee on the amount of 
the claim transferred for the whole of that period. 

7 .  If requested by the holder of a claim under the Agreement, 
the Fund shall assist in seeking to arrange a transfer pursuant to this 
decision. 

Decision No. 7629-(84125) 
February 15, 1984 

effective April 10, 1984 

GENERAL ARRANGEMENTS TO BORROW: BORROWING 
* 

AGREEMENT WITH SAUDI ARABIA 

Pursuant to Article VII, Section l of the Articles of Agreement, 
the Managing Director is authorized to send to the Minister of 
Finance of Saudi Arabia a letter proposing a borrowing agreement 
with Saudi Arabia, as set forth in the attachment to EBS/83/89. 
When a reply is received from the Minister accepting the proposal, 
the Managing Director's letter and the reply shall constitute an 
agreement between Saudi Arabia and the Fund, which shall enter into 
force on the date on which the revised and enlarged General 
Arrangements to Borrow authorized by Decision No. 7337-(83/37) 
become effective. 

Decision No. 7403-(83173) 
May 20, 1983 

*
The Agrecmem with Saudi Arabia emered imo force on December 26. 1983. 
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Attachment 

Letter Proposing an Agreement Between 
Saudi Arabia and the Fund 

Your Excellency: 

I refer to Decision No. 7337-(83/37) of the Executive Board of the 
International Monetary Fund (the Fund), providing for a revision and 
enlargement of the General Arrangements to Borrow (the GAB), and 
to the desire of Saudi Arabia to strengthen the Fund by providing 
supplementary resources, in association with and for the same 
purposes as the GAB. Accordingly, pursuant to Article VII of the 
Articles of Agreement of the Fund (the Articles) and Executive 
Board Decision No. 7403-(83/73), adopted May 20, 1983, I have 
been authorized to propose on behalf of the Fund that Saudi Arabia 
enter into an Agreement with the Fund as set forth below: 

Paragraph l .  The Credit Arrangement 

During the period specified in Paragraph 2 and any renewal 
thereof, Saudi Arabia will stand ready to lend Saudi riyals to the 
Fund up to a maximum amount equivalent to one thousand five 
hundred million SDRs (SDR l ,500,000,000), on the terms and condi
tions set forth in this Agreement, to assist the Fund in the financing 
of purchases by members for the same purposes and in the same 
circumstances as are prescribed i n  the GAB. This amount may be 
changed by agreement between Saudi Arabia and the Fund. 

Paragraph 2 .  Period of Credit Arrangement and Renewal 

(a) Amounts of resources may be called by the Fund hereunder 
during a period of five years from the date this Agreement enters 
into force, unless the Fund's right to make calls is terminated earlier 
in accordance with this Agreement. 

(b) When a renewal of the GAB decision is under consideration, 
the Fund and Saudi Arabia shall consult regarding the renewal of the 
credit arrangement under this Agreement or the conclusion of such 
other credit arrangement as may be found appropriate at that time. 
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(c) Notwithstanding the termination of the credit arrangement 
under this Agreement, the provisions of paragraphs 4 through 1 3  
shall continue to apply until all the obligations of the Fund under this 
Agreement have been discharged. 

Paragraph 3 .  Calls 

(a) Calls may be made only pursuant to a proposal of the Manag
ing Director that has become effective in accordance with (d) below. 

(b) The Managing Director may make a proposal for calls for 
purchases, including future calls for purchases under stand-by or 
extended arrangements, (i) if he considers that a proposal for calls 
or future calls for the same purchases could be made under the GAB 
and (ii) after consultation with Saudi Arabia at the same time and in 
the same manner as he consults GAB participants. 

(c) In deciding whether to make a proposal and the amount to be 
called thereunder, the Managing Director shall take into account the 
present and prospective balance of payments and reserve position of 
Saudi Arabia and the Fund's holdings of Saudi riyals. 

(d) A proposal for calls shall become effective only when Saudi 
Arabia has notified the Fund that it accepts the proposal and the 
proposal has been approved by the Executive Board of the Fund. 
Calls shall be made as and when amounts of Saudi riyals are needed 
by the Fund to finance purchases covered by the proposal. 

(e) When the Fund makes a call, Saudi Arabia shall transfer to 
the account of the Fund, free of any charge or commission, an 
amount of Saudi riyals equivalent to the amount of the call. The 
transfer shall be made on the date specified in the call. Saudi Arabia 
shall exchange the riyals for a freely usable currency of its choice in 
accordance with Article V, Section 3 of the Articles. 

(f) If Saudi Arabia represents to the Fund that, in  view of the 
present and prospective balance of payments and reserve position of 
Saudi Arabia, future calls under a proposal that has become effective 
as provided in (d) above should no longer be made or be made for a 
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smaller amount and the Fund, after giving the overwhelming benefit 
of any doubt to the representation, determines that it is justified, the 
Fund shall comply with Saudi Arabia's representation. 

Paragraph 4. Evidence of Indebtedness 

The Fund shall issue to Saudi Arabia, at its request, a non
negotiable instrument or instruments in a form to be agreed with 
Saudi Arabia, evidencing the Fund's outstanding indebtedness to 
Saudi Arabia under this Agreement. Upon repayment of an amount 
of indebtedness evidenced by an instrument and all accrued interest 
thereon, the instrument shall be returned to the Fund for cancel
lation, and if any balance of the indebtedness remains outstanding, 
the Fund shall issue a new instrument for the remainder of the 
amount, with the same maturity date. 

Paragraph 5 .  Interest 

(a) The Fund shall pay interest on its outstanding indebtedness at 
a rate equal to the combined market interest rate computed by the 
Fund from time to time under its Rules and Regulations for the pur
pose of determining the rate at which it pays interest on holdings of 
SDRs. If  the Fund changes the method of computing the combined 
market interest rate, the new method will apply to amounts borrowed 
hereunder only if it is applied to borrowing by the Fund under the 
GAB, and Saudi Arabia agrees. 

(b) Interest shall accrue daily and shall be paid as soon as possi
ble after each July 3 1 ,  October 3 1 ,  January 3 1 .  and April 30. 

Paragraph 6. Repayment by rhe Fund 

(a) Subject to other provisions of this Agreement. the Fund shall 
repay an amount equal to each amount transferred by Saudi Arabia 
hereunder five years after the date the transfer was made. To the 
extent the member whose purchase the amount was used to finance 
is committed to repurchase by installments on fixed dates falling 
earlier than five years after that date, the Fund shall repay the 
amount in corresponding installments on those fixed dates. 
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(b) Whenever a reduction in the Fund's holdings of currency of 
a purchasing member is attributed to a purchase financed with an 
amount transferred by Saudi Arabia hereunder, the Fund shall 
promptly make a corresponding repayment to Saudi Arabia. If the 
amount was used to finance a reserve tranche purchase, and the 
Fund's holdings of the purchasing member's currency not subject to 
repurchase are reduced as a result of net sales of the currency during 
a quarterly period covered by an operational budget, the Fund shall 
make a corresponding repayment to Saudi Arabia at the beginning of 
the next quarterly period. The amount repaid under this subparagraph 
(b) shall bear the same proportion to the amount of the reduction as 
the amount transferred under this Agreement bears to the amount of 
the purchase. 

(c) Before the date repayment is due under (a) or (b) above, the 
Fund, after consultation with Saudi Arabia, may repay all or part of 
its outstanding indebtedness hereunder. 

(d) If Saudi Arabia represents to the Fund that it has a balance of 
payments need for repayment before the due date of all or pan of 
such outstanding indebtedness and requests such repayment, and the 
Fund after giving Saudi Arabia's representation the overwhelming 
benefit of any doubt determines that there is such a need, the Fund 
shall make early repayment as requested by Saudi Arabia. 

(e) Amounts repaid under (c) and (d) shall be credited against 
outstanding indebtedness in the order in which such indebtedness 
would fall due under (a) above. 

(f) The Fund shall at no time reduce its holdings of the curren
cy of a member whose purchases were financed by borrowing here
under below an amount equal to the outstanding amount of such 
borrowing plus any outstanding amount borrowed under the GAB to 
finance purchases by the same member. 

(g) When any repayment is made to Saudi Arabia, the amount 
that the Fund may call for under the credit arrangement shall be 
restored pro tanto. 
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Paragraph 7.  Media of Payment 

(a) Payments of interest and repayments of principal shaJJ be 
made, as determined by the Fund after consultation with Saudi 
Arabia, in Saudi riyals, in SDRs or in currencies that are actually 
convertible; provided that (i) unless Saudi Arabia agrees, SDRs shall 
not be used in early repayment under paragraph 6(c) if the effect 
would be to increase Saudi Arabia's holdings of SDRs above the 
limit specified in Article XIX, Section 4 of the Articles, and (ii) 
Saudi riyals shall not be used in early repayment on balance of 
payments grounds under paragraph 6(d). 

(b) Currencies other than Saudi riyals to be used in payment 
of interest and repayment of principal shall be selected by the Fund 
from those that can be used in net sales under the operational budget 
of the Fund in effect at the time the payment is made. 

Paragraph 8.  Rates of Exchange 

All amounts under this Agreement shall be denominated in SDRs, 
as valued by the Fund from time to time. The value in terms of 
SDRs of Saudi riyals to be transferred by Saudi Arabia to the Fund 
and of payments to be made by the Fund to Saudi Arabia in curren
cies shall be determined in accordance with Rule 0-2 of the Rules 
and Regulations of the Fund. 

Paragraph 9. Transferability 

Saudi Arabia may transfer all or part of its claims under this 
Agreement only with the prior consent of the Fund and on such terms 
and conditions as the Fund may approve. 

Paragraph I 0 .  Withdrawal from Membership 

If Saudi Arabia withdraws from membership in the Fund, no 
further calls shall be made hereunder. The Fund's outstanding in
debtedness hereunder shall be treated as an amount due from the 
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Fund for purposes of Article XXVI, Section 3 ,  and Schedule J of the 
Articles. 

Paragraph 1 1 .  Suspension of Exchange Transactions and Liquidation 

(a) The right of the Fund to make calls and its obligation to make 
repayment hereunder shall be suspended during any suspension of 
exchange transactions under Article XXVII of the Articles. 

(b) In the event of liquidation of the Fund, no further calls shall 
be made by the Fund hereunder. The Fund's outstanding indebted
ness shall constitute a liability under Schedule K of the Articles. For 
the purpose of paragraph 1 (a) of Schedule K, the currency in which 
each amount of the Fund's indebtedness is payable shall be first 
Saudi riyals and then any currency that is actually convertible. 

Paragraph 1 2 .  Amendment 

(a) This Agreement may be amended at any time, by agreement 
between Saudi Arabia and the Fund. 

(b) If the revised and enlarged GAB is modified while this 
Agreement is in effect, Saudi Arabia and the Fund will consult with 
each other with a view to determining whether consequential modi
fications should be made in the provisions of this Agreement. 

(c) If, after consultation with the Fund and the GAB participants, 
Saudi Arabia proposes that the credit arrangement under this Agree
ment be converted into or replaced by an arrangement of the type 
referred to in paragraph 23(a) or paragraph 23(b) of the revised GAB 
Decision, as the case may be, the Fund will consider the steps to be 
taken, subject to the concurrence of the GAB participants as 
necessary, to effect such conversion or replacement. 

Paragraph 1 3 .  Interpretation; Settlement of Disputes 

Any question of interpretation arising in connection with this 
Agreement that does not fall within the purview of Article XXIX of 
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the Articles, and any dispute arising hereunder, shall be settled to the 
mutual satisfaction of Saudi Arabia and the Fund. 

If the foregoing proposal is acceptable lO Saudi Arabia. this com
munication and your reply indicating Saudi Arabia's acceptance shall 
constitute an Agreement between Saudi Arabia and the Fund, which 
shall enter into force on the date on which the revised and enlarged 
GAB authorized by Decision No. 7337-(83/37) of the Executive 
Board of the Fund becomes effective. 

Very truly yours, 

/s/ 
1. DE LAROSJERE 

Note: The reply indicating Saudi Arabia's acceptance was received 
by the Fund on July 18 ,  1983. 

GENERAL A RRANGEMENTS TO BORROW: BORROWING AGREE
MENT WITH SAUDI ARABIA-RENEWAL 

Pursuant to Article VII, Section I of the Articles of Agreement, 
the Managing Director is authorized to send to the Minister of 
Finance of Saudi Arabia a letter as ser forth in the attachment to 
EBS/881109, proposing a renewal, for a period of five years from 
December 26, 1988, of the 1983 borrowing agreement with Saudi 
Arabia in association with the General Arrangements to Borrow. 
When a reply is received from the Minister accepting the proposal, 
the Managing Director's letter and the reply shall constitute an 
agreement on the renewal of the 1983 borrowing agreement between 
Saudi Arabia and the Fund, which shall enter into force on Decem
ber 26, 1988. 
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Attachment 

Letter as set forth in EBS/881 109 

Your Excellency: 

I refer to the borrowing agreement between the International 
Monetary Fund (the Fund) and Saudi Arabia in association with the 
General Arrangements to Borrow (GAB), which entered into force 
on December 26, 1983 (henceforth referred to as the 1983 Borrowing 
Agreement). Pursuant to Executive Board Decision No. 
8897-(88/93), adopted June 15 ,  1988, I have been authorized to 
propose on behalf of the Fund that Saudi Arabia agree to a renewal 
of the 1983 Borrowing Agreement on the same terms and conditions 
as set forth therein, for a period of five years from December 26, 
1988. 

If the foregoing proposal is acceptable to Saudi Arabia, this 
communication and your reply indicating Saudi Arabia's acceptance 
shall constitute an agreemenr between Saudi Arabia and the Fund on 
the renewal of the 1983 borro'fing agreement, which shall enter into 
force on December 26, 1988. 

With kind regards, 

Yours sincerely, 

Michel Camdessus 

H.E.  Mohammed Abalkhail 
Minister of Finance and National Economy 
Minister's Office 
Riyadh 1 1 1 77 
Kingdom of Saudi Arabia 

*The reply was received from the Minister accepting the proposed renewal for a period of five 
years from December 26. 1988. 
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Pursuant to Article VII, Section 1 of the Articles of Agreement, 
the Managing Director is authorized to send to the Minister of 
Finance of Saudi Arabia a letter as set forth in the attachment to 
EBS/92/204, proposing a further renewal, for a period of five years 
from December 26, 1993, of the 1983 borrowing agreement with 
Saudi Arabia in association with the General Arrangements to 
Borrow. When a reply is received from the Minister accepting the 
proposal, the Managing Director's letter and the reply shall consti
tute an agreement on the further renewal of the 1983 borrowing 
agreement between Saudi Arabia and the Fund, which shall enter into 
force on December 26, 1993. 

Your Excellency: 

Decision No. 1 0235-(921149) 
December 10, 1992 

Attachment 

Letter as set forth in EBS/921204 

I refer to the borrowing agreement between the International 
Monetary Fund (the Fund) and Saudi Arabia in association with the 
General Agreements to Borrow (GAB), which entered into force on 
December 26, 1983, and was renewed for a period of five years from 
December 26, 1988 (henceforth referred to as the 1983 borrowing 
agreement). Pursuant to Executive Board Decision No. 10235-
(921149), adopted December 10, 1992, I have been authorized to 
propose on behalf of the Fund that Saudi Arabia agree to a further 
renewal of the 1983 borrowing agreement on the same terms and 
conditions as set forth therein, for a period of five years from 
December 26, 1993. 

If the foregoing proposal is acceptable to Saudi Arabia, this 
communication and your reply indicating Saudi Arabia's acceptance 
shall constitute an agreement between Saudi Arabia and the Fund on 
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a further renewal of the 1983 borrowing agreement, which shall 
enter into force on December 26, 1993. * 

H.E.  Sheikh Mohammad Abalkhail 
Minister of Finance and National Economy 
Ministry of Finance and National Economy 
P.O. Box 6099 
Riyadh 1 1 177 
Saudi Arabia 

With kind regards, 

Yours sincerely, 

Michel Camdessus 

NEW ARRANGEMENTS TO BORROW 

Preamble 

In order to enable the International Monetary Fund to fulfill more 
effectively its role in the imernational monetary system, a number of 
countries with the financial capacity to support the international 
monetary system have agreed to make available to the Fund 
resources in the form of loans up to specified amounts when 
supplementary resources are needed to forestall or cope with an 
impairment of the international monetary system or to deal with an 
exceptional situation that poses a threat to the stability of that 
system. In order to give effect to these intentions, the following 
terms and conditions are adopted under Article VII, Section 1 of the 
Articles of Agreement. 

Paragraph l .  Definitions 

(a) As used in this decision the term: 

*
The reply was received from the Minister accepting the proposed renewal for a period of five 

years from December 26, 1993. 
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(i) "amount of a credit arrangement" means the 
maximum amount expressed in special drawing rights 
that a participant undertakes to lend to the Fund 
under a credit arrangement; 

(ii) "Articles" means the Articles of Agreemem of the 
International Monetary Fund; 

(iii) "available commitment" means a participant's credit 
arrangement Jess any committed or drawn balances; 

(iv) "borrowed currency" or "currency borrowed" means 
currency transferred to the Fund's account under a 
credit arrangement; 

(v) "call" means a notice by the Fund to a participant to 
make a transfer under its credit arrangement to the 
Fund's account; 

(vi) "credit arrangement" means an undertaking to lend 
to the Fund on the terms and conditions of this 
decision; 

(vii) "currency actually convertible" means currency 
included in the Fund's quarterly operational budget 
for transfers; 

(viii) "drawer" means a member that purchases borrowed 
currency from the Fund in an exchange transaction, 
including an exchange transaction under a stand-by 
or extended arrangement; 

(ix) "indebtedness" of the Fund means the amoum it is 
committed to repay under a credit arrangement: 

(x) " member" means a member of the Fund; 

(xi) "participant" means a participating member or a 
participating institution; 
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(xii) "participating institution" means an official 
institution of a member that has entered into a credit 
arrangement with the Fund with the consent of the 
member, or an official institution of a nonmember 
that has entered into a credit arrangement with the 
Fund; 

(xiii) "participating member" means a member that has entered 
into a credit arrangement with the Fund. 

(b) For the purposes of this decision, the Hong Kong Monetary 
Authority (HKMA) shall be regarded as an official institution of the 
member whose territories include Hong Kong, provided that: 

(i) loans by the HKMA and payments by the Fund 
to the HKMA under this decision shall be made 
in principle in the currency of the United States 
of America, unless the currency of another 
member is agreed between the Fund and the 
HKMA; 

(ii) the participation of the HKMA shall not give rise to 
the application of paragraph 6 A to the member 
whose territories include Hong Kong; and 

(iii) the references to the balance of payments and reserve 
position in paragraphs 7 A(c), 7 B(b) and l l (e) shall 
be understood to refer to the balance of payments 
and reserve position of Hong Kong. 

Paragraph 2 .  Credit Arrangements 

(a) A member or institution that adheres to this decision 
undertakes to make loans to the Fund on the terms and conditions of 
this decision up to the amount in special drawing rights set forth in 
the Annex to this decision or established in accordance with 
paragraph 3(b). 

(b) Unless otherwise agreed with the Fund, loans under this 
decision shall be made in the currency of the participant. If the 
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participant is an institution of a nonmember, the Fund and the 
participant shall agree on which member's currency or members' 
currencies shall be used for the loans. Agreements under this 
paragraph shall be subject to the concurrence of any member whose 
currency shall be used in the loans. 

Paragraph 3 .  Adherence 

(a) Any member or institution specified in the Annex may adhere 
to this decision in accordance with paragraph 3(c). 

(b) Any member or institution not specified in the Annex, 
including an institution of a nonmember, may apply to become a 
participant at the time of renewal of this decision in accordance with 
paragraph 19.  Any such member or institution that wishes to become 
a participant shall, after consultation with the. Fund, give notice of 
its willingness to adhere to this decision, and, if the Fund and 
participants representing 80 percent of total credit arrangements 
under the renewed decision shall so agree, the member or institution 
may adhere in accordance with paragraph 3(c). When giving notice 
of its willingness to adhere under this paragraph 3(b), a member or 
institution shall specify the amount, expressed in special drawing 
rights, of the credit arrangement which it is willing to enter into, 
provided that the amount shall not be less than the credit 
arrangement of the participant with the smallest credit 
arrangement. The admission of a new participant shall lead to a 
proportional reduction in the credit arrangements of all existing 
participants whose credit arrangements are above that of the 
participant with the smallest credit arrangement: such proportional 
reduction in the credit arrangements of participants shall be in an 
aggregate amount equal to the amount of the new participant' s  credit 
arrangement less any increase in total credit arrangements decided in 
accordance with paragraph S(a), provided that no participant's credit 
arrangement shall be reduced below the minimum amount set out in 
the Annex. 

(c) A member or institution shall adhere to this decision by 
depositing with the Fund an instrument setting forth that it has 
adhered in accordance with its law and has taken all steps necessary 
to enable it to carry out the terms and conditions of this decision. On 
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the deposit of the instrument the member or institution shall be a 
participant as of the date of the deposit or of the effective date of 
this decision, whichever is later. 

Paragraph 4. Ently into Force 

This decision shall become effective when it has been adhered to 
by members or institutions included in the Annex with credit 
arrangements amounting to not less than SDR 28.9 billion, including 
the five members or institutions with the largest credit arrangements 
specified in the Annex. 

Paragraph 5 .  Changes in Amounts of Credit Arrangements 

(a) When a member or institution is authorized under 
paragraph 3(b) to adhere to this decision, the total amount of credit 
arrangements may be increased by the Fund with the agreement of 
participants representing 85 percent of total credit arrangements; the 
increase shall not exceed the amount of the new participant' s  credit 
arrangement. 

(b) The amounts of participants' individual credit arrangements 
may be reviewed from time to time in the light of developing 
circumstances and changed with the agreement of the Fund and of 
participants representing 85 percent of total credit arrangements, 
including each participant whose credit arrangement is changed. This 
provision may be amended only with the c0nsent of all participants. 

Paragraph 6. Initiation of Procedure 

A. Participants 

When a participating member or a member whose institution is a 
participant approaches the Fund on an exchange transaction or a 
stand-by or extended arrangement and the Managing Director, after 
consultation, considers that the exchange transaction or stand-by or 
extended arrangement is necessary in order to forestall or cope with 
an impairment of the international monetary system, and that the 
Fund's resources need to be supplemented for this purpose, the 
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Managing Director may initiate the procedure set out in 
paragraph 7 A .  

B. Nonparticipants 

The Managing Director may initiate the procedure set out in 
paragraph 7 A for exchange transactions requested by members that 
are not participants if (a), the exchange transactions are (i) 
transactions in the upper credit tranches, (ii) transactions under 
stand-by arrangements extending beyond the first credit tranche, (iii) 
transactions under extended arrangements, or (iv) transactions in the 
first credit tranche in conjunction with a stand-by arrangement or an 
extended arrangement, and (b), after consultation, the Managing 
Director considers that the Fund's resources need to be supplemented 
to meet actual and expected requests for financing that reflect the 
existence of an exceptional situation associated with balance of 
payments problems of members of a character or aggregate size that 
could threaten the stability of the international monetary system. Tn 
making proposals for calls pursuant to paragraph 6B, the Managing 
Director shall pay due regard to potential calls pursuanr to 
paragraph 6A. 

Paragraph 7.  Proposals and Calls 

A. Proposals 

(a) The Managing Director shall make a proposal for calls under 
this decision only after consultation with Executive Directors and 
participants. 

(b) In making a proposal for resources to be lent to the Fund, the 
Managing Director shall identify the prospective drawer, the amount, 
and the period during which the resources requested in the proposal 
may be called. 

(c) If a participant determines that it will not be able to meet calls 
under a proposal because of its present and prospective balance of 
payments and reserve position, which would normally be reflected 
in the member's exclusion from the list of countries that are included 
in the Fund's quarterly operational budget for transfers of their 
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currencies, it shall so notify the Fund and the other participants. If 
the participant is an institution of a nonmember, the participam shall 
consult with the Fund on that nonmember's balance of paymems and 
reserve position before making a determination under this 
provision. A participant shall exercise restraint and shall take into 
account the views of the Fund and other participants in making such 
a determination. 

(d) Unless otherwise specified under paragraph 7A(e), a proposal 
shall be for calls proportional to the amount of each participant's 
credit arrangement. 

(e) The Managing Director may make a proposal for calls that are 
not proportional to the amount of each participant's credit 
arrangement under the following circumstances: 

(i) If proportional calls sufficient to provide the total 
amount sought from participants to finance the 
proposed exchange transactions cannot be made 
because at least one participant's available 
commitment is insufficient to meet such a 
proportional call, the Managing Director may ask 
every participant whose available commitment would 
have been sufficient to meet fully such a proportional 
call to provide the amount under such a proportional 
call; provided that, if the Managing Director asks 
every such participant to provide such amount, the 
Managing Director shall also ask every participant 
whose available commitment would have been 
insufficient to meet such a proportional call to 
provide an amount to the extent of its available 
commitment. If necessary, the Managing Director 
may also ask for an amount in addition to that 
provided under the prior sentence from a participant 
whose available commitment exceeds the amount it 
would provide under such a proportional call. 

(ii) If proportional calls sufficient to provide the total 
amount sought from participants to finance the 
proposed exchange transactions cannot be made 
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because at least one participant lacks sufficient 
amounts of the type of currency or currencies needed 
for the proposed exchange transactions, the 
Managing Director may ask every participant that is 
in a position to provide the currency or currencies 
needed to provide the amount under such a 
proportional call, up to the amount of its available 
commitment or the amount that it is in a position to 
provide, whichever is less. If necessary, the 
Managing Director may also ask a participant whose 
available commitment exceeds the resources it would 
provide under such a proportional call and that 
remains in a position to provide the type of currency 
or currencies needed to provide an amount of the 
currency or currencies needed in addition to that 
provided under the prior sentence. 

(f) The concurrence of every participant that would undertake to 
provide proportionately more resources than at least one other 
participant shall be required before the proposal can be accepted 
under Paragraph 7 A(g). 

(g) If there is not unanimity among the participants, the question 
whether the participants are prepared to facilitate, by making loans 
to the Fund, the exchange transactions or stand-by or extended 
arrangement specified in the proposal will be decided by a poll of the 
participants. A favorable decision shall require an 80 percent 
majority of total credit arrangements of participants eligible to 
vote. The decision shall be notified to the Fund. 

(h) Neither the prospective drawer nor its participating institution 
nor participants that have notified that they will not meet calls under 
a proposal shall be eligible to vote on the proposal. 

(i) A proposal shall become effective only if it is accepted by 
participants pursuant to paragraph 7 A(g) and is then approved by the 
Executive Board. 

U) After a proposal has been accepted, commitments and 
drawings shall not be affected by a subsequent change in the amounts 
of the credit arrangements. 
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B.  Calls 

(a) UnJess otherwise provided in a proposal for future calls 
approved under paragraph 7 A, each call shall be made in proportion 
to the amounts in the proposal. 

(b) Except with the participant's consent, calls may not be made 
on a participant, on which calls could otherwise be made pursuant to 
this paragraph, when, based on its present and prospective balance 
of payments and reserve position, the member is not included and is 
not being proposed by the Managing Director to be included in the 
list of countries in the quarterly operational budget for transfers of 
its currency. If the participant is an institution of a nonmember, its 
ability to meet calls under this decision shall be determined by the 
Fund, after consultation with the participant, on the basis of that 
nonmember' s  present and prospective balance of payments and 
reserve position. In the event that a call is not made on a 
participant, the Managing Director may propose to the other 
participants that substitute amounts be made available under their 
credit arrangements, and this proposal shall be subject to the 
procedure of paragraph 7 A. 

(c) When the Fund makes a call pursuant to this paragraph, the 
participant shall promptly make the transfer in accordance with the 
call. 

Paragraph 8. Evidence of Indebtedness 

(a) The Fund shall issue to a participant, on its request, 
nonnegotiable instruments evidencing the Fund's indebtedness to the 
participant. The form of the instruments shall be agreed between the 
Fund and the participant. 

(b) Upon repayment of the amount of any instrument issued under 
paragraph 8(a) and all accrued interest, the instrument shall be 
returned to the Fund for cancellation. If less than the amount of any 
such instrument is repaid, the instrument shall be returned to the 
Fund and a new instrument for the remainder of the amount shall be 
substituted with the same maturity date as in the old instrument. 
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Paragraph 9. Interest 

(a) The Fund shall pay imeresr on irs indebtedness under this 
decision at a rate equal to the combined market interest rate 
computed by the Fund from time to time for the purpose of 
determining the rate at which it pays interest on holdings of special 
drawing rights or any such higher rare as may be agreed between the 
Fund and participants representing 80 percent of the total credit 
arrangements. 

(b) A change in the method of calculating the combined market 
interest rare shall apply to the Fund's indebtedness under this 
decision only if the Fund and participants representing 80 percent of 
the total credit arrangements so agree; provided that, if a participant 
so requests at the time this agreement is reached, the change shall 
not apply to the Fund's indebtedness to that participant outstanding 
at the date the change becomes effective. 

(c) Interest shall accrue daily and shall be paid as soon as 
possible after each July 3 1 ,  October 3 1 ,  January 3 1 ,  and April 30. 

(d) Interest due to a participant shall be paid, as determined by 
the Fund in consultation with the participant, in special drawing 
rights. in the participant's currency, in the currency borrowed, or in 
other currencies that are actually convertible. 

Paragraph I 0. Use of Borrowed Currency 

The Fund's policies and practices under Article V, Sections 3 and 
7 on the use of its general resources and stand-by arrangements and 
extended arrangements, including those relating to the period of use, 
shall apply to purchases of currency borrowed by the Fund. Nothing 
in this decision shall affect the authority of the Fund with respect to 
requests for the use of its resources by individual members, and 
access to these resources by members shall be determined by the 
Fund's policies and practices, and shall not depend on whether the 
Fund can borrow under this decision. 

Paragraph I I . Repayment by the Fund 

(a) Subject to the other provisions of this paragraph 1 1 ,  the Fund, 
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five years after a transfer by a participant, shall repay the participant 
an amount equivalent to the transfer calculated in accordance with 
paragraph 1 2 .  If the drawer for whose purchase participanrs make 
transfers is committed to repurchase at a fixed date earlier than five 
years after its purchase, the Fund shall repay the participants at that 
date. Repayment under this paragraph I I  (a) or under paragraph 1 1  (c) 
shall be, as determined by the Fund, in the currency borrowed 
whenever feasible, in the currency of the participant, in special 
drawing rights in an amount that does not increase the participant's 
holdings of special drawing rights above the limit under Arricle XIX, 
Section 4, of the Articles of Agreement unless the participant agrees 
to accept special drawing rights above that limit in such repayment, 
or, after consultation with the participant, in other currencies that are 
actually convertible. Repayments to a participant under paragraph 
l l (b) and l l (e) shall be credited against transfers by the participant 
for a drawer's purchases in the order in which repayment must be 
made under this paragraph l l (a). 

(b) Before the date prescribed in paragraph l l (a), the Fund, after 
consultation with the participants, may make repayment in part or in 
full to one or several participants. The Fund shall have the option to 
make repayment under this paragraph I I  (b) in the participant's 
currency, in the currency borrowed, in special drawing rights in an 
amount that does not increase the participant's holdings of special 
drawing rights above the limit under Article XIX, Section 4, of the 
Articles of Agreement unless the participant agrees to accept special 
drawing rights above that limit in such repayment, or, with the 
agreement of the participant, in other currencies that are actually 
convertible. 

(c) Whenever a reduction in the Fund's holdings of a drawer's 
currency is attributed to a purchase of currency borrowed under this 
decision, the Fund shall promptly repay an equivalent amount. If the 
Fund is indebted to a participant as a result of transfers to finance a 
reserve tranche purchase by a drawer and the Fund's holdings of the 
drawer's currency that are not subject to repurchase are reduced as 
a result of net sales of that currency during a quarterly period 
covered by an operational budget, the Fund shall repay at the 
beginning of the next quarterly period an amount equivalent tO that 
reduction, up to the amount of the indebtedness to the participant. 
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(d) Repayment under paragraph 1 1 (c) shall be made in proportion 
to the Fund's indebtedness to the participants that made transfers in 
respect of which repayment is being made. 

(e) Before the date prescribed in paragraph 1 1  (a), a participant 
may give notice representing that there is a balance of payments need 
for repayment of part or all of the Fund's indebtedness and 
requesting such repayment. If a reversal of its loan may lead to 
further loans to the Fund by other participants, the participant 
seeking such reversal shall consult with the Managing Director and 
with the other participants before giving notice. The Fund shall give 
the overwhelming benefit of any doubt to the participant's 
representation. Repayment shall be made after consultation with the 
participant in the currencies of other members that are actually 
convertible, or in special drawing rights, as determined by the Fund. 
If the Fund's holdings of currencies in which repayment should be 
made are not wholly adequate, individual participants may be 
requested to provide the necessary balance under their credit 
arrangements subject to the limit of their available commitments. For 
all of the purposes of this paragraph 1 1 ,  transfers under this 
paragraph 1 1  (e) shall be deemed to have been made at the same time 
and for the same purchases as the transfers by the participant 
obtaining repayment under this paragraph 1 1  (e). 

(f) When a repayment is made to a participant, the amount that 
can be called for under its credit arrangement in accordance with this 
decision shall be restored pro tanto. 

(g) The Fund shall be deemed to have discharged its obligations 
to a participating institution to make repayment in accordance with 
the provisions of this paragraph or to pay interest in accordance with 
the provisions of paragraph 9 if the Fund transfers an equivalent 
amount in special drawing rights to the member in which the 
institution is established. 

Paragraph 1 2 .  Rates of Exchange 

(a) The value of any transfer shall be calculated as of the date of 
the dispatch of the instructions for the transfer. The calculation shall 
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be made in terms of the special drawing right in accordance with 
Article XIX, Section 7(a) of the Articles, and the Fund shall be 
obliged to repay an equivalent value. 

(b) For all of the purposes of this decision, the value of a 
currency in terms of the special drawing right shall be calculated by 
the Fund in accordance with Rule 0-2 of the Fund's Rules and 
Regulations. 

Paragraph 1 3 .  Transferability 

A participant may not transfer all or part of its claim to repayment 
under a credit arrangement except with the prior consent of the Fund 
and on such terms and conditions as the Fund may approve. 

Paragraph 1 4 .  Notices 

Notice to or by a participating member under this decision shall 
be in writing or by rapid means of communication and shall be given 
to or by the fiscal agency of the participating member designated in 
accordance with Article V ,  Section 1 of the Articles and Rule G-1  of 
the Rules and Regulations of the Fund. Notice to or by a 
participating institution shall be in writing or by rapid means of 
communication and shall be given to or by the participating 
institution. 

Paragraph 1 5 .  Amendment 

(a) Except as provided in paragraphs 5(b), l5(b) and 16 ,  this 
decision may be amended during the period prescribed in paragraph 
19(a) and any subsequent renewal periods that may be decided 
pursuant to paragraph 19(b) only by a decision of the Fund and with 
the concurrence of participants representing 85 percent of total credit 
arrangements. Such concurrence shall not be necessary for the 
modification of the decision on its renewal pursuant to paragraph 
19(b). 

(b) If in its view an amendment materially affects the interest of 
a participant that voted against the amendment, the participant shall 
have the right to withdraw its adherence to this decision by giving 
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notice to the Fund and the other participants within 90 days from the 
date the amendment was adopted. This provision may be amended 
only with the consent of all panicipants. 

Paragraph 16 .  Withdrawal of Adherence 

Without prejudice to paragraph 15(b), a panicipant may withdraw 
its adherence to this decision in accordance with paragraph 19(b) but 
may not withdraw within the period prescribed in paragraph l 9(a) 
except with the agreement of the Fund and all participants. This 
provision may be amended only with the consent of all participants. 

Paragraph 1 7 .  Withdrawal from Membership 

I f  a participating member or a member whose institution is a 
participant withdraws from membership in the Fund, the participant's 
credit arrangement shall cease at the same time as the withdrawal 
takes effect. The Fund's indebtedness under the credit arrangement 
shall be treated as an amount due from the Fund for the purpose of 
Article XXVI, Section 3,  and Schedule J of the Articles. 

Paragraph 18 .  Suspension of Exchange Transactions and Liquidation 

(a) The right of the Fund to make calls under paragraph 7 and the 
obligation to make repayments under paragraph 1 1  shall be 
suspended during any suspension of exchange transactions under 
Article XXVII of the Articles. 

(b) In the event of liquidation of the Fund, credit arrangements 
shall cease and the Fund's indebtedness shall constitute liabilities 
under Schedule K of the Articles. For the purpose of paragraph l(a) 
of Schedule K, the currency in which the liability of the Fund shall 
be payable shall be first the currency borrowed, then the 
participant's currency and finally the currency of the drawer for 
whose purchases transfers were made by the participants. 

Paragraph 19 .  Period and Renewal 

(a) This decision shall continue in existence for five years from 
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its effective date. When considering a renewal of this decision for the 
period following the five-year period referred to in this paragraph 
19(a), the Fund and the participants shall review the functioning of 
this decision and shall consult on any possible modifications. 

(b) This decision may be renewed for such period or periods and 
with such modifications, subject to paragraphs S(b), 15(b) and 1 6 ,  as 
the Fund may decide. The Fund shall adopt a decision on renewal 
and modification, if any, not later than twelve months before rhe end 
of the period prescribed in paragraph 19(a). Any participant may 
advise the Fund not less than six months before the end of the period 
prescribed in paragraph 1 9(a) that it will withdraw its adherence to 
the decision as renewed. In the absence of such notice, a participant 
shall be deemed to continue to adhere to the decision as 
renewed. Withdrawal of adherence in accordance with this paragraph 
19(b) by a participant, whether or not included in the Annex, shall 
not preclude its subsequent adherence in accordance with paragraph 
3(b). 

(c) If this decision is terminated or not renewed, paragraphs 8 
through 1 4, I 7 and 1 8(b) shall nevertheless continue to apply in 
connection with any indebtedness of the Fund under credit 
arrangements in existence at the date of the termination or expiration 
of the decision until repayment is completed. If a participant 
withdraws its adherence to this decision in accordance with 
paragraph IS(b), paragraph 16,  or paragraph 19(b), it shall cease to 
be a participant under the decision, but paragraphs 8 through 14 ,  17  
and 1 8(b) of the decision as of  the date of  the withdrawal shall 
nevertheless continue to apply to any indebtedness of the Fund under 
the former credit arrangement until repayment has been completed. 

Paragraph 20. Interpretation 

Any question of interpretation raised in connection with this 
decision which does not fall within the purview of Article XXIX of 
the Articles shall be settled to the mutual satisfaction of the Fund, 
the participant raising the question, and all other participants. For 
the purpose of this paragraph 20 participants shall be deemed to 
include those former participants to which paragraphs 8 through 14,  
17  and 1 8(b) continue to apply pursuant to paragraph 1 9(c) to  the 
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extent that any such former participant is affected by a question of 
interpretation that is raised. 

Paragraph 2 1 .  Relationship with the General Arrangements to 
Borrow and Associated Borrowing Arrangements 

(a) When considering whether to activate the New Arrangements 
to Borrow or the General Arrangements to Borrow, the Fund shall 
be guided by the following principles: The New Arrangements to 
Borrow shall be the facility of first and principal recourse except 
that: 

(i) in the event of a request for a drawing on the Fund 
by a participating member, or a member whose 
institution is a participant, in both the General 
Arrangements to Borrow and the New Arrangements 
to Borrow, a proposal for calls may be made under 
either of the arrangements; and 

(ii) in the event that a proposal for calls under the New 
Arrangements to Borrow is not accepted under 
paragraph 7 A, a proposal for calls may be made 
under the General Arrangements to Borrow. 

(b) Outstanding drawings and commitments under the New 
Arrangements to Borrow and the General Arrangements to Borrow 
shall not exceed SDR 34 billion, or such other amount of total credit 
arrangements as may be in effect in accordance with this 
decision. The available commitment of a participant under the New 
Arrangements to Borrow shall be reduced pro tanto by any 
outstanding drawings on, and commitments of, the participant under 
the General Arrangements to Borrow. The available commitment of 
a participant under the General Arrangements to Borrow shall be 
reduced pro tanto by the extent to which its credit arrangement under 
the General Arrangements to Borrow exceeds its available 
commitment under the New Arrangements to Borrow. 

(c) References to drawings and commitments under the General 
Arrangements to Borrow shall include drawings and commitments 
under the Associated Borrowing Arrangements referred to in 
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paragraph 23 of the General Arrangements to Borrow. 

Paragraph 22. Other Borrowing Arrangements 

Nothing in this decision shall preclude the Fund from entering 
into any other types of borrowing arrangements . 

ANNEX 

PARTICIPANTS AND AMOUNT OF CREDIT ARRANGEMENTS 

The size of each participant's credit arrangement listed below has 
initially been based in principle on its relative economic strength as 
reflected in its quota in the Fund. Credit arrangements are subject to 
a minimum of SDR 340 million. Amounts have been adjusted 
between some participants subject to the condition that the total for 
the participants involved in an adjustment does not change and the 
minimum is observed. The amounts, in terms of SDRs of the 
individual credit arrangements and their total will remain in effect 
unless and until changed in accordance with this decision. 

The size of the Hong Kong Monetary Authority's (HKMA) credit 
arrangement has not been calculated on the basis of the quota of the 
member whose territories include Hong Kong. The same principle 
explains the special provision on activation of the New Arrangemems 
to Borrow to meet requests from such member. 
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Australia 
Austria 
Belgium 
Canada 
Denmark 
Deutsche Bundesbank 
Finland 
France 

BORROWING 

Hong Kong Monetary Authority 
Italy 
Japan 
Korea 
Kuwait 
Luxembourg 
Malaysia 
Netherlands 
Norway 
Saudi Arabia 
�ingapore 
Spain 
Sveriges Riksbank 
Swiss National Bank 
Thailand 
United Kingdom of Great Britain 

and Northern Ireland 
United States of America 

Attachment 

to 
SM/961307 

Amount in Millions of 
Special Drawing Rights 

8 1 0  
4 1 2  
967 
1396 
371 

3557 
340 

2577 
340 
1772 
3557 
340 
345 
340 
340 

1 3 1 6  
383 
1780 
340 
672 
859 

1557 
340 

2577 
67 12 

Decision No. 1 1428-(9716) 
January 27, 1997 

NAB Meetings 

In the course of establishing the new arrangements to borrow 
(NAB), understandings were reached on procedures and 
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administrative arrangements for meetings of participants. These 
understandings are intended to complement, but do not supersede or 
modify, the provisions related to the activation of the new 
arrangements to borrow, as specified in the Fund decision. 

Frequency, timing, subject matter and level of representation 

Participants agreed that, in addition to any meetings needed for 
activation, renewal, or amendment of the NAB, it would be 
appropriate for participants to meet once a year at the time of the 
annual Fund/Bank meetings to discuss matters pertaining to the NAB. 
The objective of these meetings would be to review and discuss 
macroeconomic and financial markets developments, especially those 
that could have an impact on the stability of the financial system and 
lead to a possible need for the Fund to seek supplementary resources 
for the purposes set out in the preamble of the NAB. Participants 
would be represented by a minister or central bank governor or both. 
The principal representative could appoint deputies to meet in their 
stead. The level of the meeting (Ministerial or Deputy) would be 
determined each year in light of the issues at hand. 

Chairmanship 

The Chairmanship of the NAB grouping would rotate annually in 
the English alphabetical order of the participants, as listed in the 
Annex to the decision, beginning with the first name on that list.

* 

The Chair would, in consultation with participants, be responsible 
for determining the agenda of the meeting, which will be devoted to 
the matters set out above. These consultations would also serve to 
determine the level of representation (Ministerial or Deputy) that 
would be most appropriate for the meeting in question. 

Support 

IMF headquarters staff would, under the direction of the Chair, 
provide secretariat support for the group. This would entail 

* In the event that the Chair was unable to perform its functions. a substitute would be provided 
by the participant immediately above the Chair on the list of participants in the Annex. or. if  that 
substitute were not available. by the participant immediately below the Chair in that list. 
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providing logistic support and maintaining an archive of documents 
concerning the deliberations and decisions taken under the new 
arrangements to borrow. 

NEW ARRANGEMENTS TO BORROW-TRANSFERABILITY OF 
CLAIMS 

Pursuant to paragraph 1 3  of the New Arrangements to Borrow 
(NAB), the Fund consents in advance to the transfer of outstanding 
claims to repayments under the NAB on the terms and conditions set 
out below: 

I .  All or part of any claim under the NAB may be transferred at 
any time to a participant in the NAB. 

2.  As from the value date of the transfer, the transferred claim 
shall be held by the transferee on the same terms and conditions as 
claims originating under its credit arrangement, except that the 
transferee shall acquire the right to request early repayment of the 
transferred claim on balance of payments grounds pursuant to 
paragraph l l (e) of the NAB only if, at the time of the transfer, (i) 
the transferee is a member, or the institution of a member, whose 
balance of payment and reserve position is considered sufficiently 
strong for its currency to be usable in net transfers in the Fund's 
operational budget; or (ii) the transferee is the institution of a 
nonmember, and the balance of payments and reserve position of the 
nonmember is, in the opinion of the Fund, sufficiently strong to 
justify such acquisition. 

3 .  The price for the claim transferred shall be as agreed between 
the transferee and the transferor. 

4 .  The transferor of a claim shall inform the Fund promptly of 
the claim that is being transferred, the name of the transferee, the 
amount of the claim that is being transferred, the agreed price for 
transfer of the claim, and the value date of the transfer. 

5 .  The transfer shall be registered by the Fund if it is in 
accordance with the terms and conditions of this decision. The 
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transfer shall be effective as of the value date agreed between the 
transferee and the transferor. 

6. If all or part of a claim is transferred during a quarterly 
period as described in paragraph 9(c) of the NAB, the Fund shall pay 
interest to the transferee on the amount of the claim transferred for 
the whole of that period. 

7. If requested, the Fund shall assist in seeking to arrange 
transfers. 

8. This decision shall become effective on the date of 
effectiveness of the NAB. 

Decision No. JJ429-(9716) 
January 27, 1997 

REPLENISHMENT IN CONNECTION WITH SUPPLEMENTARY FI

NANCING FACILITY 

1 .  The International Monetary Fund deems it appropriate in 
accordance with Article VII of the Articles of Agreement to re
plenish its holdings of currencies to the extent that purchases are to 
be made with supplementary financing under Executive Board Deci
sion No. 5508-(7711 27), adopted August 29, 1977. 

2.  A number of members and institutions have expressed their 
intention to make resources available to the Fund for the purpose 
stated in paragraph l above. In order to enable the Fund to replenish 
its resources in accordance with these intentions, the draft letter set 
out in the Annex to this decision is adopted as the basis for terms and 
conditions to be incorporated in the agreement with each contracting 
party under Article VII of the Articles of Agreement. The terms and 
conditions will be uniform to the maximum extent possible. Each 
Jetter setting forth the terms and conditions to be proposed will be 
submitted to the Executive Directors for their approval. 

3 .  At any time within the period in which the Fund can replenish 
its resources in order to provide supplementary financing, it may 
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enter into agreements for this purpose with the contracting parties 
referred to in paragraph 2 above and with any other member or with 
its national official financial institutions, provided that the member 
is in a sufficiently strong balance of payments and reserve position. 
or with any institution that performs functions of a central bank for 
more than one member. The Fund will consider a member to be in 
the position referred to above if it is in a net creditor position in the 
Fund and if its currency could be used in net sales in the Fund's 
currency budgets for the foreseeable future, but the Fund may take 
other circumstances into account in deciding whether to enter into an 
agreement with a member or with its national official financial 
institutions. 

4. The amounts to be called by the Fund will be in broad pro
portion ro the unurilized balance under each agreement to rhe total of 
unutilized balances under all agreements, subject to such operational 
flexibility as the Fund may find necessary. 

5 .  The Fund will use its best efforts to ensure that the currencies 
it receives in accordance with this decision will be transferred on the 
same day to purchasers under Executive Board Decision No. 5508-
(771127), adopted August 29, 1977, and that amounts corresponding 
to repurchases attributed in accordance with paragraph 5(b)(i) of the 
draft letter set out in the Annex to this decision will be repaid to 
contracting parties on the same day as the repurchase is completed, 
provided, however, that the Fund will not make such repayment. un
less it decides otherwise, if the repurchase entitles the purchaser to 
augmented rights under its stand-by or extended arrangement.

* 
If 

such repayment has not been made, the Fund will repay promplly on 
the expiration of the arrangement an amount equivalent to the amount 
of the augmented rights that have not been exercised. 

Decision No. 5509-(771127) 
August 29, 1977 

*
sec Decision No. 5706-(78/39}, reproduced on page 129. 
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ANNEX 

[Your Excellency] [Dear Sir]: 

In accordance with Article VII of the Articles of Agreement of the 
International Monetary Fund, hereinafter referred to as "the 
Articles," and pursuant to Executive Board Decision No. 5509-
(77/I 27), adopted August 29, 1977, and Executive Board Decision 
No. [authorizing agreement with individual contracting party, 
X] adopted , I have been authorized to propose on behalf of 
the International Monetary Fund, hereinafter referred £O as "the 
Fund,"  that [X] agree to make available to the Fund at call during 
the period of five years from the effective date of Executive Board 
Decision No. 5508-(77/127), adopted August 29, 1977, [currency of 
X] [specified currency or currencies deemed by the Fund to be freely 
usable] in amounts that in total do not exceed the equivalent of 

million special drawing rights (SDR ) in 
exchange for readily repayable claims on the following terms and 
conditions: 

I .  All amounts under this agreement shall be expressed in terms 
of the special drawing right. For all purposes of this agreement, the 
value of a currency in terms of the special drawing right shall be 
calculated at the rate for the currency as determined by the Fund in 
accordance with the Fund's Rules and Regulations in effect when the 
calculation is made, subject to Paragraph 7(a). 

2. (a) Calls under this agreement shall be made only (i) in 
respect of purchases to be made with supplementary financing 
under the facility established by Executive Board Decision No. 
5508-(771 127) adopted August 29, 1977, which is hereinafter refer
red to as "the facility," or (ii) by agreement with [X], in order to 
enable the Fund to repay a claim under another agreement connected 
with the facility when repayment is made under that agreement 
because of a balance of payments need. 

(b) The Fund shall give [X] as much advance notice as 
possible of the Fund's intention to make calls. 

(c) [X] may represent that its balance of payments and 
reserve position does not justify calls or further calls under this 
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agreement. The Fund, in considering the representation, shall give 
[X] the overwhelming benefit of any doubt. After consultation with 
[X], in which the Fund shall give [X] the overwhelming benefit of 
any doubt, the Fund may make calls or further calls at a later date 
when in the opinion of the Fund the balance of payments and reserve 
position of [X] improves sufficiently to justify calls or further calls. 

(d) When a call is made, [X] shall deposit to the Fund's 
account with [X] [the Fund's depository for the currency of [X]] [the 
Fund's depository for the currency of ] within three 
business days after the call an amount of [its currency] [the currency 
or currencies specified in the preamble] equivalent to the amount of 
the call at the rate for the currency as determined by the Fund in 
accordance with the Fund's Rules and Regulations. On request, [X] 
shall exchange its currency [if not deemed by the Fund to be freely 
usable] when sold by the Fund for a freely usable currency at the 
rates for the two currencies as determined by the Fund in accordance 
with its Rules and Regulations. 

3 .  The Fund shall issue to [X] on its request an instrument 
evidencing the amount, expressed in special drawing rights, that the 
Fund is committed to repay under this agreement . Upon repayment 
of the amount of any instrument and all accrued interest, the in
strument shall be cancelled. If less than the amount of any such 
instrument is repaid, the instrument shall be cancelled and a new 
instrument for the remainder of the amount shall be substituted with 
the same maturity dates as in the old instrument. If all or part of the 
amount of a claim is transferred under 8 below, a new instrument or 
instruments shall be substituted on request for the old instrument 
with the same maturity dates as in that instrument. 

4. (a) The Fund shall pay interest on the amount that the Fund 
is committed to repay under this agreement in accordance with the 
following provisions: 

(i) The initial rate of interest on all outstanding claims shall 
be seven percent per annum. This rate shall apply until June 30, 
1978. 

(ii) Six months after June 30, 1978, and at intervals of six 
months thereafter, the Fund shall calculate, in the manner set 
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forth in (iii) below, the rate of interest to be paid on outstanding 
claims for the period of six months prior to the calculation. 

(iii) The interest rate on outstanding claims for a period of six 
months shall be the average of the daily yields during that period 
on actively traded U.S .  Government securities, determined on the 
basis of a constant maturity of five years, as published each week 
by the Federal Reserve Board, Washington, D.C. in statistical 
release H-1  5 or any substitute publication, or if such publication 
shall cease as certified by the U.S.  Treasury, provided that this 
average shall be rounded up to the nearest one eighth of one 
percent. 

(iv) Interest shall be paid promptly after June 30 and 
December 3 1  of each year on the average daily balances out
standing during the preceding six months of the amounts the Fund 
is committed to repay under this agreement. 

(b) No other fee, charge, or commission shall be imposed by 
[X] with respect to a deposit or an exchange pursuant to a call under 
paragraph 2(d) or with respect to any other aspect of a call. 

5 .  (a) Subject to the other provisions o f  this paragraph 5 ,  the 
Fund shall repay [X] an amount equivalent to any deposit pursuant 
to a call under paragraph 2 in eight equal semiannual installments to 
commence three and one half years, and to be completed not later 
than seven years, after the date of the deposit. 

(b) The Fund may repay [X] in advance of the repayments 
required by paragraph 5(a) to the extent that: (i) a repurchase is 
attributed, in accordance with the Fund's practice, to a purchase 
under the facility for which the Fund has received resources from 
[X] under this agreement, or (ii) [X] agrees to receive repayment. 

(c) If at any time [X] represents that there is a balance of 
payments need for repayment of part or all of the amount the Fund 
is committed to repay under this agreement and requests such repay
ment, the Fund, in considering the representation and deciding 
whether to make repayment, shall give [X] the overwhelming benefit 
of any doubt. 
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(d) Repayments under paragraph 5(b) and (c) shall discharge 
the installments prescribed by paragraph 5(a) in the order in which 
they become due. 

6. The Fund shall consult [X] in order to agree with it on the 
means in which payments of interest and repayment shall be made, 
but, if agreement is not reached, the Fund shall [have the option to] 
make payment or repayment in [the currency of [X], or) the currency 
received by the Fund from [X], [or] [special drawing rights] [or any 
currency deemed by the Fund to be freely usable or any currency 
that can be exchanged at the time of the payment or repayment for 
a freely usable currency at a rate of exchange that would yield value 
equal in terms of the special drawing right to payment or repayment 
in a freely usable currency,]  [or any combination of these means of 
payment or repayment]. 

7. (a) If the Fund decides to make a change in the method of 
valuation of the special drawing right, [X] shall have the option to 
require immediate repayment of all outstanding claims on the basis 
of the method of valuation in effect before the change. 

(b) If [X] exercises its option under paragraph 7(a), it shall 
have the further option to cancel this agreement. 

8. (a) For value agreed between transferor and transferee, trans
fers may be made at any time of all or part of a claim to repayment 
under this agreement in accordance with the following provisions: 

(i) Transfers may be made to any contracting party, any 
member, a member's national official financial institution 
(hereinafter referred to as a member's "institution"), or any 
institution that performs functions of a central bank for more than 
one member. 

(ii) Transfers may be made to transferees other than those 
referred to in (i) above with the prior consent of the Fund and on 
such terms and conditions as it may prescribe. 

(b) The transferor of a claim shall inform the Fund promptly 
of the claim that is being transferred, the transferee, the amount of 
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the transfer, the agreed value for the transfer, and the value date. 
The transfer will be registered by the Fund if it is in accordance with 
this agreement. The transfer shall be effective for the purposes of 
this agreement as of the value date agreed between the transferor and 
transferee. 

(c) I f  all or part of a claim is transferred during a period of 
six months as described in paragraph 4, the Fund shall pay interest 
on the amount of the claim transferred for the whole of that period 
to the transferee. 

(d) Subject to (c) and to any terms and conditions prescribed 
under (a)(ii), the claim of a transferee shall be the same in all 
respects as the claim of the transferor, except that paragraph 5(c) 
shall apply only if, at the time of the transfer, the transferee is a 
member, or the institution of a member, that is in a net creditor 
position in the Fund and in the opinion of the Fund the member's 
currency could be used in net sales in the Fund's currency budgets 
for the foreseeable future. 

(e) If requested, the Fund shall assist in arranging transfers. 

9 .  [If [X] withdraws from the Fund, this agreement shall ter
minate and the amount that the Fund is committed to repay under this 
agreement shall be repaid in accordance with the terms of this 
agreement, provided that repayment shall be made, at the option of 
the Fund, in the currency of [X] [or in a currency deemed by the 
Fund to be freely usable], or in such other currency as may be 
agreed with [X].] [If the member country of which [X] is an insti
tution withdraws from the Fund, [X's] agreement shall terminate, 
and the amount that the Fund is committed to repay under this agree
ment shall be repaid in accordance with the terms of this agreement, 
provided that repayment shall be made, at the option of the Fund, 
in the currency of that member [or in a currency deemed by the Fund 
to be freely usable], or in such other currency as may be agreed with 
[X].] 

10. In the event of liquidation of the Fund the amounts the Fund 
is  committed to repay to [X] shall be immediately due and payable 
as liabilities of the Fund under the provisions of the Articles on 
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liquidation of the Fund. For the purposes of these provisions the cur
rency in which the liability is payable shall be, at the option of the 
Fund, [the currency received by the Fund under this agreement] [the 
currency of [X] if it differs from that currency], [a currency deemed 
by the Fund to be freely usable], or any other currency agreed with 
[X]. 

1 1  . Any question of interpretation that arises under this agree
ment that does not fall within the purview of the provisions of the 
Articles on interpretation shall be settled to the mutual satisfaction 
of [X] and the Fund. 

If the foregoing proposal is acceptable to [X], this communication 
and your duly authenticated reply shall constitute an agreement 
between [X] and the Fund, which shall enter into force on the date 
on which the Fund receives your reply. 

Very truly yours, 

/s/ 

H. JOHANNES WITTEVEEN 
Managing Director 

BORROWING IN CONNECTION WITH SUPPLEMENTARY 

FINANCING FACILITY: AUTHORIZATION TO MAKE CALLS 

1 . The Managing Director is authorized to make calls under the 
agreements to borrow entered into pursuant to Executive Board 
Decision No. 5509-(77/127), adopted August 29, 1977, in accor
dance with paragraph 4 of that decision to replenish the Fund's 
holdings of currencies in respect of purchases that are to be made 
with supplementary financing under Executive Board Decision No. 
5508-(77/127), adopted August 29, 1977. 

2. In implementing paragraph 4 of Decision No. 5509-(77/127), 
the amounts to be called under each borrowing agreement on which 
calls can be made, the Managing Director shall take into account, as 
described in EBS/79/ 1 ,  the size of the purchase to be financed by 
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borrowing, and the balance of payments and reserve position of the 
lenders or the members whose financial institutions are the lenders. 

3 .  The Managing Director shall inform the Executive Board 
promptly of calls that he has made. 

Decision No. 6006-(7913) 
January 5, 1979 

TRANSFERABILITY OF CLAIMS ON FUND UNDER OIL FACILITY 

AND SUPPLEMENTARY FINANCING FACILITY: MEANING OF 

"NET CREDITOR POSITION IN FUND" 

For the purposes of paragraph 3 of Executive Board Decision No. 
5509-(77/127) of August 29, 1977, paragraph 8(d) of the letter 
annexed to that decision, and paragraph 2(a)(iv)a of Executive Board 
Decision No. 5974-(781190) of December 4, 1978, a member shall 
be considered to have a "net creditor position in the Fund" if the 
member has a reserve tranche position on which it receives remuner
ation and the Fund's holdings of the member's currency do not 
include any balances subject to repurchase under Schedule B or any 
balances subject to charges under Article V, Section 8(b) of the 
Articles of Agreement. 

Decision No. 6008-(7913) 
January 5, 1979 

BORROWING ARRANGEMENTS IN CONNECTION WITH SUPPLE

MENTARY FINANCING FACILITY: PAYMENT OF INTEREST 

The Managing Director shall make arrangements for consultations 
with lenders in order to agree with them on the means of payment of 
interest under the borrowing agreements concluded in accordance 
with Executive Board Decision No. 5509-(77/127), adopted Au
gust 29, 1977. Payments of interest shall be made in accordance with 
the procedure set forth [below]. Executive Directors shall be 
informed promptly of the interest paid and the assets used. 
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Procedure 

Paragraph 6 of each of the borrowing agreements in connection 
with the supplementary financing facility provides that the Fund shall 
consult the lender in order to agree on the means with which interest 
will be paid. If agreement is not reached the Fund has the option to 
pay with the means indicated in the individual borrowing agreements. 
Interest payments shall be made promptly after June 30 and 
December 3 1  of each year on the average daily balances which were 
outstanding during the preceding six months and which the Fund is 
obliged to repay; the first payments will be made at the beginning of 
July 1979. 

This paper deals with the procedure that is to be followed when 
consulting with lenders regarding the means that would be offered by 
the Fund for the payment of interest. 

The rate of interest on amounts of outstanding claims under the 
supplementary financing facility for a period of six months is the 
average of the daily yields during these six months on actively traded 
U .S .  Government securities, determined on the basis of a constant 
maturity of five years, as published by the Federal Reserve Board, 
Washington, D.C. This average rate is rounded up to the nearest one 
eighth of one percent. 

In accordance with the policy guiding the selection of means for 
the payment of interest on borrowing for the financing of trans
actions under the oil facility, which was approved by the Executive 
Board, the lender bas been offered its own currency, if the Fund's 
holdings of this currency were sufficient for this purpose, one or 
more currencies from the operational budget or SDRs, or a combi
nation of these means . . . .  the means most generally used in the 
payment of interest on borrowing by the Fund bas been the U.S. 
dollar. Although U.S. dollars were not included for use in payments 
by the Fund in the last three operational budgets, the Executive 
Directors agreed, for the convenience of lenders, to the use of this 
currency in the payment of interest on borrowings. It seems 
reasonable to follow the same procedures regarding the payment of 
interest under the supplementary financing facility. 
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It is proposed that the Managing Director be instructed to make 
arrangements, as necessary, for consultations with lenders in order 
to agree on the means for the payment of interest and to effect these 
payments in accordance with this procedure. Executive Directors 
would be informed promptly of the interest payments made and the 
means used. 

ESTABLISHMENT OF THE BORROWED RESOURCES 

SUSPENSE ACCOUNTS 

1 .  The Managing Director is authorized (i) to establish Borrowed 
Resources Suspense Accounts within the General Department, (ii) to 
transfer to these Accounts balances of currencies borrowed before 
these can be used in transactions or received in repurchases made 
before repayment can be made, and (iii) to invest these balances until 
they can be transferred to the General Resources Account for imme
diate use in a transaction or an operation. 

2 .  A Borrowed Resources Suspense Account for each currency 
shall be opened, as needed, with the depository designated pursuant 
to Article XIII, Section 2, by a member whose currency is to be 
borrowed, used for investment, or used in repayment or the payment 
of interest and shall be operated in accordance with the standard 
procedures for the operation of the Fund's No. 1 and Securities 
Accounts with the depository. 

Decision No. 6844-(81175) 
May 5, 1981 

INVESTMENT BY THE FUND OF THE CURRENCIES 

HELD IN THE BORROWED RESOURCES 
SUSPENSE ACCOUNTS 

1 . The Managing Director is authorized to invest currencies held 
in the Borrowed Resources Suspense Accounts in one or more of the 
following ways: (a) deposits with a national official financial insti
tution of a member, or an international financial institution, that are 
denominated in special drawing rights; (b) marketable obligations 
issued by a member or by a national official institution of a member 
and denominated in special drawing rights; and (c) marketable 
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obligations issued by an international financial institution and deno
minated in special drawing rights. 

2. The policy on the investment of the undisbursed amounts held 
in the Borrowed Resources Suspense Accounts shall take into account 
the operational needs of the General Resource3 Account, including 
the dates on which members are expected to make purchases from 
the Fund under its Policy on Enlarged Access. 

3 .  (a) The Managing Director, when making arrangements for 
the placement of investments in accordance with paragraphs 1 and 2 
above, shall consider the terms offered by a national official financial 
institution of the member issuing the currency borrowed, or to which 
the borrowed funds may be transferred, that will accept investments 
denominated in special drawing rights, and the terms offered by the 
Bank for International Settlements, for all or part of the intended 
investment in SDR-denominated deposits. 

(b) In the event the Managing Director considers that none 
of the offers made by the central banks and by the BIS is sufficiently 
attractive, he shall inform the Executive Board promptly and make 
other proposals to it for investment in SDR-denominated obligations. 

4. The Managing Director is authorized to transfer borrowed 
funds at the time of the original receipt from the Borrowed Re
sources Suspense Account in the depository designated by the 
member whose currency was borrowed to the Borrowed Resources 
Suspense Account in the depository designated by the member whose 
currency is to be used in an investment when this transfer is neces
sary to effect an investment denominated in special drawing rights, 
and when this transfer has been concurred in by the two members 
whose currencies will be involved. 

Decision No. 6845-(81175) 
May 5, 1981 

GUIDELINES FOR BORROWING BY THE FUND 

Quota subscriptions are and should remain the basic source of the 
Fund's financing. However, on a temporary basis, borrowing by the 
Fund can provide an important supplement to its resources. 
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The confidence of present and potential creditors in the Fund will 
depend not only on the prudence and soundness of its financial poli
cies but also on the effective performance of its various responsibi
lities, including, in particular, its success in promoting adjustment. 

Against this background the Executive Board approves the fol
lowing guidelines on borrowing by the Fund. 

1 .  Fund borrowing shall remain subject to a process of 
continuous monitoring by the Executive Board in the light of the 
above considerations. For this purpose, the Executive Board will 
regularly review the Fund's liquidity and financial position, taking 
into account all relevant factors of a quantitative and qualitative 
nature. 

2. In advance of any funher borrowing undertaken by the Fund, 
except in the case of borrowing under the General Arrangements to 
Borrow, the Executive Board shall establish in the context of 
circumstances prevailing at that time, limits expressed in terms of the 
total of Fund quotas above which the total of outstanding borrowing 
plus unused credit lines would not be permitted to rise. 

3 .  Any limits that may be adopted as a result of a review 
pursuant to paragraph 2 above are not ro be understood, at any time, 
as targets for borrowing by the Fund. 

Decision No. 9862-(911156) 
* 

November I 5, 1991 

+
This decision replaced Decision No 7040-(8217). as amended by Decision No 7589-(83/181) 

418 



©International Monetary Fund. Not for Redistribution 

ARTICLE VIII, SECTION 2(b) 

Unenforceability of Exchange Contracts 

UNENFORCEABILITY OF EXCHANGE CONTRACTS: FUND'S 
INTERPRETATION OF ARTICLE VIII, SECTION 2(b) 

The following letter shall be sent to all members: 

The Board of Executive Directors of the International Monetary 
Fund has interpreted, under Article XVIII

* 
of the Articles of 

Agreement, the first sentence of Article VIII, Section 2(b), which 
provision reads as follows: 

Exchange contracts which involve the currency of any mem
ber and which are contrary to the exchange control regulations of 
that member maintained or imposed consistently with this Agree
ment shall be unenforceable in the territories of any member. 

The meaning and effect of this provision are as follows: 

I . Parties entering into exchange contracts involving the 
currency of any member of the Fund and contrary to ex
change control regulations of that member which are main
tained or imposed consistently with the Fund Agreement will 
not receive the assistance of the judicial or administrative 
authorities of other members in obtaining the performance of 
such contracts. That is to say, the obligations of such 
contracts will not be implemented by the judicial or admini
strative authorities of member countries, for example by 
decreeing performance of the contracts or by awarding 
damages for their nonperformance. 

2 .  By accepting the Fund Agreement members have 
undertaken to make the principle mentioned above effectively 
part of their national law. This applied to all members, 

• Corresponds to Article XXIX of the Articles of Agreement after the Second Amendment. 
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whether or not they have availed themselves of the transi
tional arrangements of Article XIV, Section 2. 

An obvious result of the foregoing undertaking is that if a 
party to an exchange contract of the kind referred to in Arti
cle VIII, Section 2(b) seeks to enforce such a contract, the 
tribunal of the member country before which the proceedings are 
brought will not, on the ground that they are contrary to the 
public policy (ordre public) of the forum, refuse recognition of 
the exchange control regulations of the other member which are 
maintained or imposed consistently with the Fund Agreement. It 
also follows that such contracts will be treated as unenforceable 
notwithstanding that under the private international law of the 
forum, the law under which the foreign exchange control regula
tions are maintained or imposed is not the law which governs the 
exchange contract or its performance. 

The Fund will be pleased to lend its assistance in connection with 
any problem which may arise in relation to the foregoing inter
pretation or any other aspect of Article VIII, Section 2(b). In 
addition, the Fund is prepared to advise whether particular exchange 
control regulations are maintained or imposed consistently with the 
Fund Agreement. 
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Payments Restrictions 

PAYMENTS RESTRICTIONS FOR SECURITY REASONS: 

FUND JURISDICTION 

Article VIII, Section 2(a), in conformity with its language, applies 
to all restrictions on current payments and transfers, irrespective of 
their motivation and the circumstances in which they are imposed. 
Sometimes members impose such restrictions solely for the preser
vation of national or international security. The Fund does not, 
however, provide a suitable forum for discussion of the political and 
military considerations leading to actions of this kind. In view of the 
fact that it is not possible to draw a precise line between cases in
volving only considerations of this nature and cases involving, in 
whole or in part, economic motivations and effects for which the 
Fund does provide the appropriate forum for discussion, and the 
further fact that the Fund must exercise the jurisdiction conferred by 
the Fund Agreement in order to perform its duties and protect the 
legitimate interests of its members, the following policy decision is 
taken: 

1 .  A member intending to impose restrictions on payments 
and transfers for current international transactions that are not 
authorized by Article VII, Section 3(b) or Article XIV, Section 2 
of the Fund Agreement and that, in the judgment of the member, 
are solely related to the preservation of national or international 
security, should, whenever possible, notify the Fund before im
posing such restrictions. Any member may obtain a decision of 
the Fund prior to the imposition of such restrictions by so 
indicating in its notice, and the Fund will act promptly on its 
request. If  any member intending to impose such restrictions finds 
that circumstances preclude advance notice to the Fund, it should 
notify the Fund as promptly as circumstances permit, but 
ordinarily not later than 30 days after imposing such restrictions. 
Each notice received in accordance with this decision will be 
circulated immediately to the Executive Directors. Unless the 
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Fund informs the member within 30 days after receiving notice 
from the member that it is not satisfied that such restrictions are 
proposed solely to preserve such security, the member may as
sume that the Fund has no objection to the imposition of the 
restrictions. 

2. The Fund will review the operation of this decision peri
odically and reserves the right to modify or revoke, at any time, 
the decision or the effect of the decision on any restrictions that 
may have been imposed pursuant to it. 

BILATERALISM AND CONVERTffiiLITY 

Decision No. 144-(52151) 
August 14, 1952 

I .  This decision records the Fund's views on the use of bilateral 
arrangements. 

2 .  Fund policies and auitude on bilateral arrangements which 
involve the use of exchange restrictions and represent limitations on 
a multilateral system of payments are an integral part of its policy on 
restrictions. This policy aims at the elimination of foreign exchange 
restrictions and the earliest possible establishment of a multilateral 
system of payments in respect of current transactions between 
members. The Fund's policies and procedures on such restrictions 
rest on Articles I ,  VIII and XIV of the Fund Agreement. 

3 .  Certain members have already taken steps to reduce their 
dependence on bilateral arrangements, but many members still use 
them. The Fund welcomes the reduced reliance on these arrange
ments and believes that the improvement in the international 
payments situation makes it less necessary for members to rely on 
such arrangements. The Fund urges 'the full collaboration of all its 
members to reduce and to eliminate as rapidly as practicable reliance 
on bilateralism. In this respect the Fund recommends close cooper
ation of those who plan to make their currencies convertible in the 
near future. Unless this policy is energetically pursued by all 
countries, both convertible and inconvertible, there is serious risk 
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that widespread restrictions, particularly of a discriminatory 
character, will persist. Moreover, the persistence of bilateralism may 
impede the attainment and maintenance of convertibility. This whole 
problem is one not only for countries which maintain bilateral 
arrangements but also for other countries whose domestic and foreign 
economic policies may adversely affect the balance of payments of 
other members. 

4. The Fund will have discussions with its members on their 
need to retain existing bilateral arrangements or their ability to 
facilitate the reduction of bilateral arrangements by other countries. 
During the coming year, the Fund will explore with all countries 
which are parties to bilateral arrangements which involve the use of 
exchange restrictions the need for the continuation of these arrange
ments, the possibilities of their early removal, and ways and means, 
including the use of the Fund's resources, by which the Fund can 
assist in this process. In its examination of the justification for 
reliance on such bilateral arrangements the Fund will, without ex
cluding other considerations, have particular regard to the payments 
position and prospects of the members concerned. 

Decision No. 433-(55142) 
June 22, 1955 

OFFICIAL CLEARING AND PAYMENTS ARRANGEMENTS

TEMPORARY EXEMPTION FROM THREE-MONTH RULE 

Pending completion of the forthcoming review of the jurisdictional 
aspects of official clearing and payments arrangements, the Fund 
shall not object to the maintenance in existing official clearing or 
payments arrangements of settlement provisions that do not require 
the settlement of balances at least as frequently as every three months 
if such provisions were in force before July 1 ,  1994. 
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RETENTION QUOTAS: DECISION AND LETTER OF TRANSMITTAL 

In concluding consultations on restrictions on current payments 
and transfers as required under Article XIV of the Fund Agreement, 
the Fund postponed consideration of retention quotas and similar 
practices through which some members have sought to improve their 
earnings of specific currencies. The Fund has now examined these 
practices more fully than was possible at the consultations referred 
to above. The Fund has extended this examination to cover the terms 
of reference of the resolution adopted on September 9, 1952, by the 
Board of Governors and has come to the following conclusions: 

I . Members should work toward and achieve as soon as 
feasible the removal of these retention quotas and similar 
practices, particularly where they lead to abnormal shifts in trade 
which cause unnecessary damage to other countries. Members 
should endeavor to replace these practices by more appropriate 
measures leading to currency convertibility. 

2. The Fund will enter into consultation with each of the 
members concerned with a view to agreeing on a program for the 
implementation of 1 above, including appropriate attention to 
timing of any action which may be decided upon. 

3 .  The Fund does not object to those practices which, by 
their nature, can be regarded as devices designed solely to sim
plify the administration of official exchange allocations. 

The Managing Director is asked to send the following letter to all 
members in transmitting the foregoing decision on retention quotas 
and similar practices: 

The Fund has made a detailed study concerning retention quo
tas and other similar practices pursuant to the resolution passed at 
the Seventh Session of the Board of Governors in Mexico in Sep
tember 1952. I am pleased to transmit herewith a decision of the 
Executive Board of the Fund based on this study. 
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The Fund has concluded that these practices stem from wide
spread difficulties presently existing in the international payments 
position of many countries. The Fund's consideration of this sub
ject has shown that what is referred to as "retention quotas and 
similar practices" covers a wide range of exchange measures. 
Certain practices under this heading may be unobjectionable from 
the point of view of Fund policies. Other practices in this 
category, however, appear to result in adverse effects on exchange 
stability and to cause unnecessary damage to member countries. 
They also may lead to the adoption of retaliatory measures. The 
interest of the Fund in these matters clearly follows from the 
terms of Article VIII containing the general obligations of 
members with respect to the avoidance of exchange restrictions, 
discriminatory currency arrangements, and multiple currency 
practices, and Article XIV dealing with these exchange measures 
during the transitional period. 

In dealing with retention quotas and similar practices, the 
Board has not intended to change existing Fund standards and 
procedures with respect to exchange restrictions, discriminatory 
currency arrangements, and multiple currency practices. Specifi
cally, there was no intention to affect the existing requirements of 
prior consultation and approval with respect to measures of this 
character. Those requirements, so far as they concern multiple 
currency practices, were communicated to members in the Fund's 
letter of December 19, 1947 (Appendix II of the Fund's Annual 
Report of 1948). Accordingly, it is expected that members in
tended to maintain, introduce, or enlarge those retention quotas 
and similar practices which constitute exchange restrictions, 
multiple currency practices, or discriminatory currency arrange
ments will act in accordance with existing Fund requirements. 

The decision recognizes that it is not practicable to deal with 
all of these practices on a general basis. The Fund, therefore, 
wishes to deal with these arrangements on a case-to-case basis. 
We shall communicate as quickly as practicable with members us
ing these practices. We are confident that members will cooperate 
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in these individual discussions in order to enable the Fund to reach 
appropriate conclusions. 

Decision No. 201-(53129) 
May 4, 1953 

DISCRIMINATION FOR BALANCE OF PAYMENTS REASONS 

The following decision deals exclusively with discriminatory re
strictions imposed for balance of payments reasons. 

In some countries, considerable progress has already been made 
towards the elimination of discriminatory restrictions; in others, 
much remains to be done. Recent international financial develop
ments have established an environment favorable to the elimination 
of discrimination for balance of payments reasons. There has been 
a substantial improvement in the reserve positions of the industrial 
countries in particular and widespread moves to external converti
bility have taken place. 

Under these circumstances, the Fund considers that there is no 
longer any balance of payments justification for discrimination by 
members whose current receipts are largely in externally convertible 
currencies. However, the Fund recognizes that where such discrimi
natory restrictions have been long maintained, a reasonable amount 
of time may be needed fully to eliminate them. But this time should 
be short and members will be expected to proceed with all feasible 
speed in eliminating discrimination against member countries, includ
ing that arising from bilateralism. 

Notwithstanding the extensive moves toward convertibility, a sub
stantial portion of the current receipts of some countries is still 
subject to limitations on convertibility, particularly in payments 
relations with state-trading countries. In the case of these countries 
the Fund will be prepared to consider whether balance of payments 
considerations would justify the maintenance of some degree of dis
crimination, although not as between countries having externally 
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convertible currencies. In this connection the Fund wishes to re
affirm its basic policy on bilateralism as stated in its decision of 
June 22, 1955. 

ARTICLE VIII AND ARTICLE XIV 

Decision No. 955-(59145) 
October 23, 1959 

There has been in recent years a substantial improvement in the 
balance of payments and the reserve positions of a number of Fund 
members which has Jed to important and widespread moves to the ex
ternal convertibility of many currencies. Most international 
transactions are now carried on with convertible currencies, and 
many countries have progressed far with the removal of restrictions 
on payments. In consequence of these developments, it seems likely 
that a number of members of the Fund either have reached or are 
nearing a position in which they can consider the feasibility of 
formally accepting the obligations of Article VIII, Sections 2, 3, 
and 4. Previous decisions taken by the Fund, such as those on 
multiple currency practices, bilateral arrangements, discriminatory 
restrictions maintained for balance of payments purposes, and 
payments restrictions for security reasons, indicate the Fund's 
attitude on these matters. The present decision has been adopted as 
an additional guide to members in pursuance of the purposes of the 
Fund as set forth in Article I of the Articles of Agreement. 

I . Article VIII provides in Sections 2 and 3 that members shall 
not impose or engage in certain measures, namely restrictions on the 
making of payments and transfers for current international transac
tions, discriminatory currency arrangements, or multiple currency 
practices, without the approval of the Fund. The guiding principle in 
ascertaining whether a measure is a restriction on payments and 
transfers for current transactions under Article VIII, Section 2, is 
whether it involves a direct governmental limitation on the avail
ability or use of exchange as such. Members in doubt as to whether 
any of their measures do or do not fall under Article VIII may wish 
to consult the Fund thereon. 
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2.  In accordance with Article XIV, Section 3 ,  * members may 
at any time notify the Fund that they accept the obligations of Arti
cle VIII, Sections 2, 3, and 4 ,  and no longer avail themselves of the 
transitional provisions of Article XIV. Before members give notice 
that they are accepting the obligations of Article VIII, Sections 2, 3 ,  
and 4 ,  it would be desirable that, as far as possible, they eliminate 
measures which would require the approval of the Fund, and that 
they satisfy themselves that they are not likely to need recourse to 
such measures in the foreseeable future. If members, for balance of 
payments reasons, propose to maintain or introduce measures which 
require approval under Article VIII, the Fund will grant approval 
only where it is satisfied that the measures are necessary and that 
their use will be temporary while the member is seeking to eliminate 
the need for them. As regards measures requiring approval under 
Article VIII and maintained or introduced for nonbalance of pay
ments reasons, the Fund believes that the use of exchange systems 
for non balance of payments reasons should be avoided to the greatest 
possible extent, and is prepared to consider with members the ways 
and means of achieving the elimination of such measures as soon as 
possible. Members having measures needing approval under 
Article VIII should find it useful to consult with the Fund before 
accepting the obi igations of Article VIII, Sections 2, 3 ,  and 4. 

3. If members at any time maintain measures which are subject 
to Sections 2 and 3 of Article VIII, they shall consult with the Fund 
with respect to the further maintenance of such measures. Consulta
tions with the Fund under Article VIII are not otherwise required or 
mandatory. However, the Fund is able to provide technical facilities 
and advice, and to this end, or as a means of exchanging views on 
monetary and financial developments, there is great merit in periodic 
discussions between the Fund and its members even though no ques
tions arise involving action under Article VIII. Such discussions 
would be planned between the Fund and the member, including 
agreement on place and timing, and would ordinarily take place at 
intervals of about one year. 

'"
corresponds to Article XIV, Section I of the Articles of Agreement after the Second 

Amendment. 
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4. Fund members which are contracting parties to the GATT and 
which impose import restrictions for balance of payments reasons 
will facilitate the work of the Fund by continuing to send information 
concerning such restrictions to the Fund. This will enable the Fund 
and the member to join in an examination of the balance of payments 
situation in order to assist the Fund in its collaboration with the 
GATT. The Fund, by agreement with members which are not con
tracting parties to the GATT and which impose import restrictions 
for balance of payments reasons, will seek to obtain information 
relating to such restrictions. 

Decision No. 1034-(60127) 
June 1, 1960 

Payments Arrears 

The Executive Board has reviewed the Fund's policy with respect 
to payments arrears. The Fund shall be guided by the approach in the 
conclusions set forth [below]. 

Conclusions 

Decision No. 3153-(70195) 
October 26, 1970 

1 .  Undue delays in the availability or use of exchange for current 
international transactions that result from a governmental limitation 
give rise to payments arrears and are payments restrictions under 
Article VIII, Section 2(a), and Article XIV, Section 2.  The limitation 
may be formalized, as for instance compulsory waiting periods for 
exchange, or informal or ad hoc. 

2.  The need for the Fund to define its policy on payments arrears 
is emphasized by the fact that restrictions resulting in payments 
arrears arising from informal or ad hoc measures do particular harm 
to a country's international financial relationships because of the 
uncertainty they generate. This uncertainty is particularly harmful to 
the smooth functioning of the international payments system and bas 
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pronounced adverse effects on the creditworthiness of the debtor 
country which may extend beyond the period of the existence of the 
restrictions. 

3 .  In the light of these considerations it is believed that the Fund 
should aim in consultation reports at a more systematic treatment of 
restrictions on payments and transfers for current international 
transactions that produce payments arrears. In all cases where 
payments arrears arise from a governmental limitation on, or inter
ference with, the availability of foreign exchange at the time a 
payment for a current international transaction falls due, or with the 
timely transfer of the proceeds of such transactions, the payments 
arrears should be treated in the consultation papers as evidence of a 
payments restriction requiring approval in Article VIII or Arti
cle XIV consultation decisions. The staff, in the consultation 
discussions, will have to establish whether payments arrears exist by 
ascertaining whether there has been a substantial delay beyond that 
usually required for ascertaining the bona fides of exchange 
applications or the time that can be regarded as normally required for 
the administrative processing of applications for exchange. If 
payments arrears exist and approval of the restriction giving rise to 
them is requested by the member, the member should be expected to 
submit a satisfactory program for their elimination. Approval if 
given should be only for a temporary period and generally with a 
fixed terminal date. Because of the difficulty in surveillance, 
approval should be wherever feasible in terms of the level of arrears 
outstanding. The program for the elimination of the payments arrears 
should provide for a maximum permissihle delay to which a payment 
or transfer could be subjected, together with a phased reduction in 
the outstanding level. 

4 . . . . * 

*See page 86. 
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Payments Policies 

CONSULTATIONS ON MEMBERS' POLICIES IN PRESENT 

CIRCUMSTANCES 

1 .  The Committee on Reform of the International Monetary 
System and Related Issues on January 18,  197 4 reviewed important 
recent developments and agreed that, in the present difficult circum
stances, all members, in managing their international payments, must 
avoid the adoption of policies which would merely aggravate the 
problems of other members. Accordingly, the Committee stressed the 
importance of avoiding competitive depreciation and the escalation 
of restrictions on trade and payments; and emphasized the 
importance of pursuing policies that would sustain appropriate levels 
of economic activity and employment, while minimizing inflation. It 
was also recognized that recent developments would create serious 
payments difficulties for many developing countries . The Committee 
agreed that there should be the closest international cooperation and 
consultation in pursuit of these objectives. 

2. The Executive Directors call on all members to collaborate 
with the Fund in accordance with Article IV, Section 4(a), * with a 
view to attaining these objectives. The consultations of the Fund on 
the policies that members are following in present circumstances will 
be conducted with a view to the attainment of these objectives. 

Decision No. 4134-(74/4) 
January 23, 1974 

•
Refers to the Articles of Agreement in effect before the Second Amendment. 
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Multiple Currency Practices 

STATEMENT TO MEMBERS TRANSMITTING FUND'S DECISIONS 

ON MULTIPLE CURRENCY PRACTICES 

The letter to members concerning multiple currency practices and 
the accompanying statement of the Fund's decisions with respect to 
such practices are agreed as revised (Executive Board Document 
No. 235, Revision 2) and shall be sent without delay to all members. 
The texts of earlier decisions on the same subject are modified as 
necessary to correspond with the agreed statement. 

Letter to Members 

To All Members: 

Decision No. 237-2 
December 18, 1947 

December 19, 1947 

During the past several months the Fund has been giving special 
consideration to multiple currency practices. I am writing to all of 
the members today in order to acquaint them with the results of our 
considerations. Enclosed is a memorandum containing the pertinent 
decisions taken by the Executive Board. These set forth the general 
lines of the Fund's policies toward multiple currency practices which 
the Fund has adopted to date, together with the obligations of the 
members and the jurisdiction of the Fund upon which the develop
ment of Fund policy will necessarily be based. 

We intend, as rapidly as may be possible under the circumstances, 
to discuss with each member now engaging in a multiple currency 
practice how this general policy will be applied to its individual 
problems. In the meantime, all of the members are requested to be 
guided by the enclosed memorandum and to initiate with the Fund 
discussions of any pressing problems which may arise. 
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Sincerely yours, 

GUTT 

Managing Director 

Multiple Currency Practices 

This memorandum contains the decisions the Fund has so far 
taken concerning its policies toward multiple currency practices, and 
clarification of its jurisdiction with respect to such practices. 

The exchange systems of the members who engage in multiple 
currency practices are frequently complex. For this reason various 
difficulties will be involved in the modification and removal of the 
practices, and the policy of the Fund in this regard must develop 
progressively as its consultations with the members concerned reveal 
problems which might otherwise be overlooked. The policies set 
forth below have been agreed as a basis for the initiation of discus
sions with the members affected: 

I. Policies 

A. General 

I .  Consultation. There should be continuing consultation on 
multiple currency practices between the Fund and the members 
concerned. Members should, as a minimum, consult the Fund 
before introducing a multiple currency practice, before making a 
change in any of the multiple rates of exchange, before reclas
sifying transactions subject to different rates, and before making 
any other type of significant change in their exchange systems. 

2 .  Stability and Restrictions. In most cases multiple currency 
practices are both systems of exchange rates and restrictions on 
payments and transfers for current international transactions. 
Whenever it is inconvenient to deal with both aspects of such 
multiple currency practice simultaneously, priority should be 
given to those features which affect exchange stability and orderly 
exchange arrangements among members. 
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3 .  Removal. Early steps should be taken toward the removal 
of multiple currency practices which are clearly not necessary for 
balance of payments reasons. In such cases, ample time should be 
provided for members to take the necessary steps and to install 
appropriate substitutes where necessary. 

The Fund will encourage members engaging in multiple cur
rency practices for balance of payments reasons to establish as 
soon as possible conditions which would permit their removal, 
with the general objective of seeking removal not later than the 
end of the transitional period. 

Where complete removal by the end of the transitional period 
proves impossible, the Fund will assist the members concerned to 
eliminate the most dangerous aspects of their multiple currency 
practices and to exercise reasonable control over those retained. 

B .  Specific Practices 

1 . Fixed Exchange Rates. When a multiple currency system 
includes fixed exchange rates, members should consult with the 
Fund on any changes in their practices, whether such changes 
concern the rates of exchange or the classification of transactions 
subject to particular practices. Should the step contemplated by a 
member be a part of a program made in agreement with the Fund, 
the member could, of course, act without prior consultation. 

When a multiple rate system is used for restrictions on current 
and capital transactions, the elimination of the restriction on 
current transactions would be highly commendable even though 
restrictions on capital transactions might have to be retained. 

2. Taxes on Exchange Drafts. The use by members of taxes 
on exchange drafts resulting in an unusually large difference 
between buying and selling rates for a currency is not in accord 
with the objectives of the Fund Agreement and the Fund shall, in 
consultation with members concerned, seek the elimination of 
such practices as rapidly as practicable. 
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3. Fluctuating Rates of Exchange 

(a) Free Markets. When a multiple currency practice 
includes a free market with a fluctuating rate, the member should 
agree with the Fund on the scope of the transactions permiued to 
take place in that market. Any changes in the scope of these 
transactions should, of course, be subject to agreement with the 
Fund. The objective should be to eliminate the fluctuations in the 
free market as soon as such action is reasonably practicable. 
When it is not reasonably practicable to eliminate such 
fluctuations, the Fund will encourage members to exclude current 
transactions from the free market to the extent that this would be 
reasonable in the circumstances of each case. 

(b) The Auction System 

(i) The purpose for which an auction system is to be 
used should be agreed with the Fund and any change in its 
scope should be agreed with the Fund. The fewer the transac
tions subject to the auction rate, and the less essential the 
goods involved, the better. 

(ii) Depending upon the circumstances, the monetary 
authorities should undertake to keep the auction rate stable, 
or to maintain it within certain limits, or to make every effort 
to prevent brisk fluctuations. 

(iii) Wherever auction rates exist or are proposed, cir
cumstances should be examined in order to determine whether 
a fixed rate should be substituted for the auction rate. 

(iv) If, as is usually the case where an auction system 
exists, a reduction of the money supply is desirable, the 
proceeds of the auction market should be directed toward this 
end. 

II. Jurisdiction of the Fund 

Multiple currency practices, besides being in most cases restric
tive practices, also constitute systems of exchange rates . Since 
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exchange stability depends on effective rates, the general purposes 
of the Fund and the members' undertakings of Article IV, Sec
tion 4(a) * "to collaborate with the Fund to promote exchange stabil
ity, to maintain orderly exchange arrangements with other members, 
and to avoid competitive exchange alterations" are fundamental 
considerations in an interpretation of the rights and obligations of 
members under Article XIV, Section 2 or Article VIII, Section 3, to 
maintain, introduce, or adapt multiple currency practices. Subject to 
these general principles, the following conclusions are agreed with 
respect to the Fund's jurisdiction and the obligations of members. 

A. Practices Subject to Article VIII, Section 3 

1 .  Maintenance. A member maintaining multiple currency 
practices at the time the Agreement entered into force, if it does 
not take advantage of Article XIV, is required by Article VIII, 
Section 3, to consult with the Fund for their progressive removal 
or obtain the Fund's approval for their maintenance. 

2.  Introduction. Members that have not been occupied by 
the enemy, and former enemy-occupied members which have not 
taken advantage of the transitional arrangements, whether or not 
they have existing multiple rate practices, may introduce a new 
practice only under Article VIII, Section 3, which provides ex
pressly for the necessity of approval by the Fund. 

3 .  Adaptation. If a multiple currency practice is in force by 
virtue of Article VIII, Section 3 ,  the member may change or adapt 
such practice only after consulting with the Fund and obtaining its 
approval. 

4. Reclassification. Members maintaining multiple currency 
practices under Article VIII, Section 3,  may reclassify commodi
ties subject to the practices only after consultation with the Fund 
and Fund approval. 

*
Refers to the Articles of Agreement in effect before the Second Amendment. 
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B. Practices Subject to Article XIV, Section 2 

1 .  Restrictive Nature. Multiple currency practices, when 
applied to current international transactions, constitute a type of 
restriction on payments and transfers for current international 
transactions for the purposes of Article XIV, Section 2. 

2. Representations by the Fund. The following language in 
Article XIV, Section 4 * of the Fund Agreement: 

"The Fund may, if it deems such action necessary in 
exceptional circumstances, make representations to any member 
that conditions are favorable for the withdrawal of any particular 
restriction, or for the general abandonment of restrictions, 
inconsistent with the provisions of any other article of this 
Agreement. " 

(a) applies at any time after the entry into force of the 
Fund Agreement and 

(b) gives to the Fund the power to determine what is 
meant by "in exceptional circumstances." 

3. Maintenance. Members may maintain multiple currency 
practices during the transitional period under the provisions of 
Article XIV, Section 2, but only if the maintenance of such prac
tices is necessary for settling members' balance of payments in a 
manner which does not unduly encumber their access to the re
sources of the Fund. Members are under a duty to withdraw such 
practices as soon as they are able without them to settle their 
balance of payments in a manner which will not unduly encumber 
their access to the resources of the Fund. Moreover, under Sec
tion 4 of Article XIV,* the Fund has certain powers to make 
representations in exceptional circumstances, of which it is the 
judge, that conditions are favorable for the withdrawal of any 
particular restriction. The Fund may exercise this power even if 
a particular restriction is justified for balance of payments 

*Corresponds to Article XIV. Section 3 of the Articles of Agreement after the Second 
Amendment. 
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reasons, if the conditions are favorable for the substitution of 
some practice which is not inconsistent with the purposes of the 
Agreement. 

4.  Introduction. Only former enemy-occupied members, 
which are availing themselves of the transitional provisions, and 
then whether or not they have existing multiple currency prac
tices, may introduce a new multiple currency practice under 
Article XIV, Section 2, provided the Fund agrees with the mem
ber that the practice is necessary and does not find that it is 
inconsistent with the pu�oses of the Fund Agreement or with 
Article IV, Section 4(a). 

5. Adaptation. A member maintammg multiple currency 
practices under Article XIV may adapt the existing restrictions, 
provided such action is consistent with the obligations of Arti
cle IV, Section 4(a) * and the Fund is satisfied that the adaptation 
is dictated by "changing circumstances." A duty to consult with 
and obtain the approval of the Fund before changing the practice 
is implicit in both Article IV, Section 4(a) * and in Article XIV, 
Section 2. The Fund has the power under Article XIV, Sec
tion 4, ** to represent in exceptional circumstances that cir
cumstances are favorable to withdrawal of a proposal to change an 
existing multiple currency practice. 

6. Reclassification. A member maintaining multiple cur
rency practices under Article XIV may reclassify commodities 
subject to such practices, under the.power to adapt restrictions in 
Section 2 of Article XIV, and under the same conditions, pro
vided, however, that under the existing restrictions the effective 
rates are other than parity. 

•
Refers to the Articles of Agreement in effect before the Second Amendment. 

**
Corresponds to Article XIV, Section 3 of the Articles of Agreement after the Second 

Amendment. 
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C. Exchange Taxes 

When a tax affects an obligation undertaken by the members 
of the Fund, the relationship between the tax and the obligation is 
of direct concern to the Fund and subject to its jurisdiction. 
Whenever exchange taxes are .used to modify par values, create 
multiple currency practices, or introduce restrictive exchange 
controls, they are subject to the Fund's jurisdiction. The Fund has 
authority to deal with these exchange matters irrespective of the 
official device or procedure involved. 

D. Rates Differing from Parity by More than One Percent 

An effective buying or selling rate which, as the result of 
official action, e.g.,  the imposition of an exchange tax, differs 
from parity by more than 1 percent, constitutes a multiple cur
rency practice. 

MULTIPLE CURRENCY PRACTICES 

I. The Executive Board has considered the staff paper on the 
"Review of Fund Policies on Multiple Currency Practices" 
(SM/57 /2, Rev. 1 ,  5/3/57)* and is in agreement with the general 
approach of the paper. 

II. Unification of the exchange rates in multiple rate systems is 
a basic objective of the Fund, and it is satisfying to record that 
several of the members which had followed such practices have been 
successful in achieving this objective, and that others have made 
considerable progress in this direction. 

III. In reviewing the experience of the past ten years as sum
marized in the staff report, the Fund draws special attention to the 
fact that complex multiple rate systems damage the economies of 
countries maintaining them and harm other countries. These complex 
systems are difficult to administer, and involve frequent changes, 
discrimination, export subsidization, a considerable spread between 
rates, and undue differentiation between classes of imports. 

*Not included in this publication. 
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IV. The Executive Board concludes that it is necessary and 
feasible to make more rapid progress in simplifying complex multiple 
rate systems, to remove those aspects of existing systems which 
adversely affect the interests of other members, and to avoid existing 
systems becoming more complex. Accordingly the following decision 
is taken: 

1 .  Early and substantial steps should be taken to simplify 
complex multiple rate systems. The Fund will not approve such 
systems unless the countries maintaining them are making reason
able progress toward simplification and ultimate elimination of 
such systems, or are taking measures or adopting programs which 
seem likely to result in such progress. 

2.  As opportunity arises the Fund will continue to press for 
simplification in all cases where there is clear evidence that the 
multiple currency system in question is damaging to other 
members. It will in addition be reluctant to approve changes in 
multiple rate systems which make them more complex. 

3. To assist members to simplify and eliminate complex rate 
systems the Fund wishes to intensify its collaboration with them. 
The Fund stands ready to meet members' requests for technical 
assistance in the preparation of economic programs and measures 
directed toward exchange simplification. These may in some cases 
include arrangements in other directions, especially in the fiscal 
and trade fields. If the Fund considers the proposed exchange 
simplification and related economic programs or measures to be 
adequate and appropriate, it will give sympathetic consideration, 
if requested, to the use of its resources. 

Decision No. 649-(57133) 
June 26, 1957 

POLICY ON MULTIPLE CURRENCY PRACTICES 

The Executive Board bas reviewed the Fund's policy with respect 
to multiple currency practices. The Fund shall be guided by the 
approach outlined in the conclusions set forth below. 
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1 .  Official action should not cause exchange rate spreads and 
cross rate quotations to differ unreasonably from those that arise 
from the normal commercial costs and risks of exchange transac
tions. 

a. (i) Action by a member or its fiscal agencies that of itself 
gives rise to a spread of more than 2 percent between buying and 
selling rates for spot exchange transactions between the member' s  
currency and any other member's currency would be considered 
a multiple currency practice and would require the prior approval 
of the Fund. 

(ii) An exchange spread that arises without official action 
would not give rise to a multiple currency practice. 

(iii) Deviations between the buying and selling rates for spot 
transactions and for other transactions would not be considered 
multiple currency practices if they represent the additional costs 
and exchange risks for these other transactions. 

b. Action by a member or its fiscal agencies which results in 
midpoint spot exchange rates of other members' currencies against 
its own currency in a relationship which differs by more than I per
cent from the midpoint spot exchange rates for these currencies in 
their principal markets would give rise to a multiple currency prac
tice. If the differentials of more than 1 percent in these cross rates 
persist for more than one week, the resulting multiple currency 
practice would become subject to the approval of the Fund under 
Article VIII, Section 3 .  

When difficulties are encountered in the interpretation and appli
cation of these criteria in specific cases, particularly concerning the 
nature of official actions, the staff will present the relevant infor
mation to the Executive Board for its determination. 

2 .  The policy of the Fund on the exercise of its approval 
jurisdiction over exchange measures subject to Article VIII, as set 
forth in paragraph 2 of Executive Board Decision No. 1 034-(60/27), 
adopted June I ,  1960, remains broadly appropriate. In accordance 
with this policy, the Fund will be prepared to grant approval of 
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multiple currency practices introduced or maintained for balance of 
payments reasons provided the member represents and the Fund is 
satisfied that the measures are temporary and are being applied while 
the member is endeavoring to eliminate its balance of payments 
problems, and provided they do not give the member an unfair com
petitive advantage over other members or discriminate among mem
bers. The Fund will continue to be very reluctant to grant approval 
for the maintenance of broken cross exchange rates. 

3 .  In accordance with the Fund's policy on complex multiple 
currency practices, as stated in Executive Board Decision No. 649-
(57/33), adopted June 26, 1957, the Fund will not approve multiple 
currency practices under complex multiple rate systems unless the 
countries maintaining them are making reasonable progress toward 
simplification and ultimate elimination of such systems, or are taking 
measures or adopting programs which seem likely to result in such 
progress. 

4. While urging members to apply alternative policies not con
nected with the exchange system, the Fund will be prepared to grant 
temporary approval of multiple currency practices introduced or 
maintained principally for nonbalance of payments reasons, provided 
that such practices do not materially impede the member's balance 
of payments adjustment, do not harm the interests of other members, 
and do not discriminate among members. 

5. To assist the Executive Board in reaching a decision concern
ing approval or nonapproval of a multiple currency practice subject 
to approval under Article VIII, Section 3 ,  the reasons underlying the 
practice and its effects will be analyzed in reports on Article IV 
consultations or in other staff papers dealing with exchange systems. 
In all cases, consistent with the cycle of consultations under Arti
cle IV, approval will be granted for periods of approximately one 
year, in order to provide for a continual review by the Executive 
Board. 
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Voluntary Declaration on Trade and 
Other Current Account Measures 

1 .  The ad hoc Committee of the Board of Governors on Reform 
of the International Monetary System and Related Issues, in the 
detailed statement issued at the end of its sixth and final meeting in 
Washington on June 12 - 1 3 ,  1974, stressed the importance of avoid
ing the escalation of restrictions on trade and payments for balance 
of payments purposes and invited members to subscribe on a volun
tary basis to the Declaration concerning trade and other current 
account measures for balance of payments purposes annexed to its 
statement. The Executive Directors associate themselves with this 
invitation. 

2. The letter from the Managing Director to members requesting 
them to inform the Fund whether they subscribe to the Declaration 
concerning trade and other current account measures for balance of 
payments purposes, as set forth [below] shall be sent without delay 
to all members. 

Sir: 

Decision No. 4254-(74175) 
June 26, 1974 

Letter to Members 

The ad hoc Committee of the Board of Governors of the Inter
national Monetary Fund on Reform of the International Monetary 
System and Related Issues, in a statement issued at the end of its 
sixth and final meeting in Washington on June 12-13,  1974, has 
stressed the importance of avoiding the escalation of restrictions on 
trade and payments for balance of payments purposes and has invited 
members of the Fund "to subscribe on a voluntary basis to the 
Declaration concerning trade and other current account measures for 
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balance of payments purposes" annexed to the Committee's state
ment. 

The Executive Directors of the Fund associate themselves with the 
invitation of the ad hoc Committee and have asked that I send the 
text of the Declaration for consideration by the authorities of all 
members. 

The text of the Declaration is enclosed with this letter. 

I shall be grateful if members will consider subscribing to this 
Declaration and will inform me whether they do subscribe to it. 

Very truly yours, 

H. JOHANNES WITTEVEEN 
Managing Director 

Declaration 

A. A member of the Fund that subscribes to this Declaration 
represents thereby that, in addition to observing its obligations with 
respect to payments restrictions under the Articles of Agreement of 
the Fund, it will not on its own discretionary authority introduce or 
intensify trade or other current account measures for balance of pay
ments purposes that are subject to the jurisdiction of the GATT, or 
recommend them to its legislature, without a prior finding by the 
Fund that there is a balance of payments justification for trade or 
other current account measures. 

B. A member that subscribes to this Declaration will notify the 
Fund as far in advance as possible of its intention to impose such 
measures. If circumstances preclude the Fund from making the find
ing referred to in A above promptly after such notification, the 
member may nevertheless impose such measures, but will withdraw 
the measures, within such a period as may be fixed by the Fund in 
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consultation with the member concerned, if the Fund finds that there 
is no balance of payments justification for trade or other current 
account measures. 

C. In arriving at the findings referred to above, the Executive 
Directors are requested to take into account the special circumstances 
of developing countries. 

D.  In connection with this Declaration arrangements will be made 
for continuing close coordination between the Fund and the GATT. 

E. This Declaration shall become effective among subscribing 
members when members having 65 percent of the total voting power 
of members of the Fund have accepted it, and shall expire two years 
from the date on which it becomes effective unless it is renewed. 
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Furnishing of Information 

Concluding Remarks by the Acting Chairman 
Military Expenditure and the Role of the Fund 

Executive Board Meeting 91/138 
October 2, 1991 

During the discussions on the World Economic Outlook, Directors 
touched on the issue of military spending in the context of the need 
to raise global savings and to help meet new investment demands. 
The scale of global resources devoted to military spending-estimat
ed at nearly 5 percent of world GOP-underscores its importance. In 
the more recent discussion on Military Expenditure and the Role of 
the Fund, most Directors indicated that as military expenditures can 
have an important bearing on a member's fiscal policy and external 
position, information about such expenditures may be necessary to 
permit a full and internally consistent assessment of the member's 
economic position and policies. At the same time, Directors empha
sized that national security, and judgments regarding the appropriate 
level of military expenditures required to assure that security, were 
a sovereign prerogative of national governments and were not in the 
domain of the work of the Fund. 

While many Directors saw a limited, albeit important, role for the 
Fund in the collection and analysis of data on military spending, a 
number questioned the role of the Fund in this area. Since the 
collection of data from all members in the context of Article IV con
sultations requires the cooperation of members, Directors felt it 
important, in light of the diverse views expressed during this meet
ing, to find a common ground that commands a wide degree of sup
port. This common ground should be based on the Fund's mandate 
in the Articles. 

In the context of the Fund's surveillance responsibilities, the staff 
needs to request of members certain data to provide the analytic basis 
for an effective assessment of members' macroeconomic policies. At 
a minimum and for all members, aggregate data which include fiscal 
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expenditures (including off-budget accounts), international trade, and 
external assets and liabilities, must be reported fully to the Fund. 
These data should therefore encompass military transactions, even if 
not separately identified. It has been the policy and practice of the 
Fund staff to seek comprehensive macroeconomic data for this 
purpose. In those instances when inconsistencies in data suggested 
significant reporting gaps, Fund staff has informed the Board and 
supplemented data from the authorities to the extent possible with 
data from other sources. Most Directors agreed that the Fund staff 
should enhance its work to improve the comprehensiveness, 
comparability, and timeliness of such data reported by authorities. 

As military spending is a highly sensitive area, however, several 
Directors expressed concern about the degree of data disaggregation 
that might be requested by the staff. In the past, the staff has gene
rally requested, or been offered by authorities of members countries, 
more detailed information on the breakdown of government expendi
tures, either on a national or fiscal accounts basis, which have been 
part of the documentation in staff reports. Such disaggregation, say, 
as between consumption and capital items, may be necessary in order 
fully to assess growth prospects and external viability. The staff will 
continue to request a breakdown of government expenditures, but 
still at a highly aggregated level, in the context of the Article IV 
consultation process in order to assess the consistency and sustain
ability of a member's policies. The staff will continue to rely on the 
voluntary cooperation of the authorities in the submission of data. 
Data deficiencies, which were thought to impair the ability to assess 
a member's economic position and prospects and to conduct mean
ingful policy discussions, would be brought to the attention of the 
Board in the manner in which such data deficiencies are normally so 
reported. Directors agreed that data on military expenditures should 
not serve as a basis for establishing performance criteria or similar 
conditions associated with Fund-supported programs. 

Countries, when contemplating downsizing their military esta
blishments, may wish to be assisted by the staff in assessing the pos
sible effects of such downsizing on macroeconomic performance. In 
such cases, the authorities may wish to provide such data as would 
permit more detailed economic analysis and facilitate economic 
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policy discussions. The Fund staff would work closely with Bank 
staff in these cases on the structural issues associated with shifting 
domestic resources to other uses. 

The macroeconomic effects of military spending could also be 
analyzed from a regional and global perspective in the WEO. 

Summing Up by the Acting Chairman 
Standards for the Dissemination of 

Economic and Financial Statistics to the Public 
by Member Countries and Implementation of the SDDS 

Executive Board Meeting 96136-April 12, 1996 

Executive Directors noted that the Interim Committee, in its 
communique of October 8, 1995, had endorsed the establishment by 
the Fund of standards to guide members in the publication of their 
economic and financial data. Those standards would consist of two 
tiers: a general standard, and a more demanding standard, now 
designated as the Special Data Dissemination Standard (SDDS). 
They recalled that the Interim Committee had requested that Fund 
members have the opportunity to subscribe to the SDDS by the time 
of the April 1996 Interim Committee meeting and were gratified that 
this objective would be achieved. Directors also appreciated the 
speedy staff work that had gone into the data dissemination initiative 
and the widespread consultation with users and producers of 
statistics, national authorities, and other international organizations 
that had been undertaken in preparation of the specific staff 
proposals. 

Directors recalled their earlier approval, at the meeting of March 
29, 1996, of the SDDS and of its immediate opening for subscription 
on a voluntary basis. They recognized that the establishment of the 
SDDS was an important step for the Fund and for its membership. 
Directors emphasized that in the initial phase the approach to its 
implementation would inevitably need to be both flexible and 
evolutionary. 

Directors discussed the elaborations proposed by the staff 
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regarding the timeliness of foreign trade data, the periodicity of 
foreign reserves data, some flexibility for release calendars, and 
procedures in case of possible non-observance of the SDDS. In light 
of the above considerations, the Executive Board approved those 
elaborations to the SDDS, whose scope and operational 
characteristics are set forth in the Annex to this summing up. 

Executive Directors took note that a significant number of member 
countries had provided indications of their intention to subscribe to 
the SDDS and agreed that the electronic Data Standards Bulletin 
Board (DSBB) should be open to the public by the end of August 
1996. Directors also welcomed the preparation by the staff of an 
operations manual that would soon become available. 

Directors observed that the SDDS was ambitious. At the same 
time, they welcomed the several aspects of flexibility built into the 
standard. They also noted that reviews of the operation of, and 
experience with, the SDDS would provide the opportunity to make 
adjustments that might be called for as experience accumulated 
through the transition period that would end at the close of 1998. 

Directors agreed that invitations for subscription should be sent 
by the Managing Director as soon as possible. The package of 
materials would comprise a communication from the Managing 
Director, and, to be sent separately, this summing up with its Annex, 
and a paper entitled the Special Data Dissemination Standard 
(SM/96/83, Sup. 2,  4/15/96, to be circulated). 

Directors called for work to continue on the elaboration of the 
general data dissemination standard for Board consideration before 
the end of 1996. They also called for a review of the operation of the 
special and general data dissemination standards by the end of 1997, 
and another review before the completion of the transition period at 
the end of 1998. 
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ANNEX 

SCOPE AND OPERATIONAL CHARACTERISTICS OF THE SPECIAL 
DATA DISSEMINATION STANDARD 

I. Purpose and Framework 

The purpose of the Special Data Dissemination Standard (SODS) 
is to guide member countries in the provision to the public of 
comprehensive, timely, accessible, and reliable economic and 
financial statistics in a world of increasing economic and financial 
integration. The SODS thus comprises four dimensions: (a) 
coverage, periodicity, and timeliness of data; (b) access by the 
public; (c) integrity of the disseminated data; and (d) quality of the 
disseminated data. For each of the four dimensions, the SODS 
prescribes good practices that can be observed, or monitored, by 
users of statistics. 

II. Dimensions of the SDDS 

I .  Coverage, periodicity, and timeliness of data 

Comprehensive economic and financial data, disseminated on a 
timely basis, are essential to the transparency of macroeconomic 
performance and policy. 

(A) Definitions and general considerations 

(i) Coverage 

In respect of coverage, the SODS focuses on basic data that are 
most important in shedding light on economic performance and 
policy in four sectors across the economy--real, fiscal, financial, and 
external. The SODS focuses on the minimum coverage necessary, 
but countries are encouraged to disseminate other data that may 
increase the transparency of economic performance and policy in 
general and for their own economic and financial situations in 
particular. 

450 



©International Monetary Fund. Not for Redistribution 

FURNISHING OF INFORMATION 

For each of the four sectors, the SODS provides: 

(a) a comprehensive statistical framework--national accounts 
for the real sector, government operations for fiscal data, analytical 
accounts of the banking system for financial data, and balance of 
payments accounts for external transactions; 

(b) data that permit tracking of the principal measures in the 
comprehensive frameworks; and 

(c) other data relevant to the sector. 

These other data are often in the form of a price, including 
interest rates and exchange rates. The comprehensive frameworks 
and tracking categories are indicated in the attached Table I .  

(ii) Periodicity and timeliness 

Periodicity refers to the frequency of compilation of the data. 
Timeliness refers to the speed of dissemination of the data--i.e. ,  the 
lapse of time between a reference data (or close of a reference 
period) and dissemination of the data. Dissemination of statistics may 
take several forms, including: formal publications (including news 
releases); announcement of availability on request (but not 
necessarily without charge), including through electronic databases; 
diskettes, tapes, or CD-ROM of a formal publication or a database; 
and recorded telephone messages and facsimile services. 

(B) Specifications 

The SODS specifications for coverage, periodicity, and timeliness 
are summarized in the attached Table l .  Where the coverage 
components, periodicity, or timeliness is to be provided on an "as 
relevant" basis, subscribing members would have the flexibility to 
take an approach that is the most relevant to their respective 
circumstances. Where the coverage components, periodicity, or 
timeliness is designated as "encouraged," that feature would not be 
binding under the SDDS, but countries are encouraged to develop 
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and disseminate such data categories in the indicated periodicity and 
timeliness. 

The prescribed comprehensive statistical framework for the real 
sector is the national accounts, consisting of nominal levels, real 
(price-adjusted) levels, and associated prices (deflators or price 
indices). The data category intended to track GDP on a more 
frequent basis is a single production index or a selection of 
production indices. For price statistics, consumer price indices and 
producer or wholesale price indices are prescribed. 

For the fiscal sector, the prescribed comprehensive statistical 
framework covers the general (central plus state or provincial and 
local) government or the public sector, depending on which coverage 
is the focus of policy and analysis in a particular country. As more 
frequent and timely tracking indicators of fiscal stance, central 
government indicators are prescribed. Data for government debt are 
prescribed in terms of central government debt. 

For the financial sector, the prescribed comprehensive statistical 
framework is the analytical accounts of the banking system. Data 
should cover all units of the system that are included in principal 
national measures of money aggregates (such as M2 or M3). The 
data category prescribed to track banking system data on a more 
timely basis is the central bank analytical accounts. Interest rates 
should include rates on short- and long-term government securities 
as appropriate to the country. 

For the external sector, balance of payments data are the 
prescribed comprehensive statistical framework. On a more frequent 
and timely basis, international reserves and merchandise trade are 
called for as tracking categories. Dissemination of monthly gross 
official reserve assets within one week is prescribed. In respect of 
the international investment position, the approach taken under the 
SDDS is to expect that countries would work toward the provision 
of components consistent with the IMF Balance of Payments Manual 
(5th Ed.) and disseminate the framework--or components of it--as 
appropriate and feasible. Exchange rates should be disseminated on 
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a daily basis, as should forward exchange rates (three- and six-month 
rates) on an "as relevant" basis if a robust forward market exists. 

(C) Flexibility 

Under the SDDS, a member that does not produce or disseminate 
data categories/components designated "as relevant" would 
nevertheless be deemed to be in observance of the coverage 
specifications of the SDDS. In addition, a member may take either 
or both of two flexibility options in respect of periodicity and 
timeliness. First, for the national accounts and balance of payments, 
although the quarterly specification for periodicity must be met, the 
specified data may be issued on a less timely basis than prescribed 
in the event that the data category or categories indicated as tracking 
the principal measures in these comprehensive statistical frameworks 
are disseminated with the periodicity and timeliness prescribed for 
the tracking categories. Second, for any other two prescribed data 
categories, except international reserves, periodicity may be less 
frequent and/or the specified data may be issued on a less timely 
basis than prescribed. 

2 .  Access by the public 

Dissemination of official stattsucs is an essential feature of 
statistics as a public good. Ready and equal access is a principal 
requirement for the public, including market participants. 

To support ready and equal access, the SDDS prescribes: 

(a) Advance dissemination of release calendars, with flexibility 
for the distribution of the release dates for up to two data categories; 
and 

(b) Simultaneous release to a11 interested parties. 

3 .  Integrity 

To fulfill the purpose of providing the public with information, 
official statistics must have the confidence of their users. In turn, 
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confidence in the statistics ultimately becomes a matter of confidence 
in the objectivity and professionalism of the agency producing the 
statistics. Transparency of its practices and procedures is a key factor 
in creating this confidence. 

To assist users of the data disseminated under the SDDS in 
assessing their integrity, the SDDS prescribes: 

(a) the dissemination of the terms and conditions under which 
official statistics are produced, including those relating to the 
confidentiality of individually identifiable information; 

(b) the identification of internal government access to data before 
release; 

(c) the identification of ministerial commentary on the occasion 
of statistical release; and 

(d) the provision of information about revision and advance 
notice of major changes in methodology. 

4. Quality 

A set of standards that deals with coverage, periodicity, and 
timeliness of data must also address the quality of statistics. 
Although quality is difficult to judge, mo�itorable proxies, designed 
to focus on information the user needs to judge quality, can be 
useful. 

To assist users of the data disseminated under the SDDS in 
assessing their quality, the SDDS prescribes: 

(a) the dissemination of documentation on methodology and 
sources used in preparing statistics; and 

(b) the dissemination of component detail, reconciliations with 
related data, and statistical frameworks that support statistical cross
checks and provide assurance of reasonableness. 
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Ill. Implementation of the SDDS 

1 .  Subscription to the SDDS 

Subscription to the SODS by members of the Fund would be on 
a voluntary basis. Members may communicate their subscription to 
the SODS by a notification to the Managing Director of the Fund. 

After its subscription to the SDDS, a member would be expected 
to provide information describing its data dissemination practices 
(metadata) no later than three months (except for summary 
methodologies, which may be submitted no later than the end of the 
transition period), including the extent to which it wishes to avail 
itself of the flexibility provided in the SDDS for coverage, 
periodicity, and timeliness. Such metadata would be reviewed to 
ensure that they are comprehensive and presented in a reasonably 
internationally comparable way. 

The period through December 3 1 ,  1 998 will be the transitiOn 
period. During this period, a member may subscribe to the SODS 
even though it is not able to observe it fully. In these circumstances, 
a subscribing member would be expected to: 

(a) delineate, at the same time that it provides its metadata, the 
elements on which its data dissemination practices fall short of the 
SODS; and 

(b) provide a plan of action that a member would represent would 
bring its practices to the level of the SODS by the end of the 
transition period. 

Members may also subscribe after the transition period, when the 
SODS would be in full operation. Subscription will then require that 
members be able to observe the SDDS fully. 

2. Dissemination Standard Bulletin Board 

As a cornerstone of the implementation of the SODS, the Fund 
will, as a service to its members, establish and maintain an electronic 
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Dissemination Standard Bulletin Board (DSBB) on the Internet. The 
DSBB will identify the members subscribing to the SDDS and 
provide wide and easy access to the members' respective metadata. 
The responsibility for the accuracy of the metadata and of the 
economic and financial statistics underlying the metadata rests with 
member countries. 

The DSBB would be opened to public access once the necessary 
preparations are completed and the metadata for at least 15  countries, 
including a number of nonindustrial countries, are ready for posting. 
Thereafter, metadata posted in the DSBB may be amended on the 
basis of information to be provided by proscribing members. 

3 .  Observance of the SDDS and Removal from the DSBB 

A member that subscribes to the SDDS will be expected to 
observe the elements of its four dimensions described above. Users 
that observe deviations from a member's commitments as a 
subscriber are encouraged to consult with the member directly in the 
first instance and then to communicate with the contact in the Fund 
that shall be established for this purpose. An assessment of a 
member's observance of its commitments as a subscriber is expected 
to be included in Article IV consultation reports . 

To serve the purposes for which the SDDS is designed, it will be 
necessary to signal if a subscribing member is no longer fulfilling the 
expectation that it is observing the SDDS. This signal would be 
given by the removal of the member's metadata from the DSBB. 
During the transition period, a member could be removed from the 
DSBB only for egregious nonobservance of the SDDS. The removal 
would be by a decision of the Executive Board, which could draw on 
advice of a panel of internationally recognized statistical experts. 

The procedures for removal from the DSBB that will apply after 
the transition period will be elaborated during the transition period. 

4. Review, Revisions, and Withdrawal 

Reviews of the SDDS will be conducted by the Fund by the end 
of 1 997 and again by the end of 1998. At the completion of these 
reviews, revisions of the SDDS may be adopted. 
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A member may withdraw its subscription to the SDDS at any time 
by sending a notification to the Managing Director of the Fund. The 
relevant metadata would be removed promptly from the DSBB. 

ANNEX 

Table 1 .  The Special Data Dissemination Standard: Coverage 
Periodicity, and Timeliness 

Coverage 

Prescribed 

Category Components 

National accounts: GOP by major 
nominal, real, and expenditure 
associated prices • category and/or by 

productive sector 

Production Industrial, primary 
index/indices # commodity, or 

sec10r, as relevam 

Labor market Employment, 
unemployment, and 
wages/earnings. as 
relevant 

Price indices Consumer prices 
and producer or 
wholesale prices 

Encouraged 
categories 

and/or 

Saving, gross 
national 
income 

Forward-
looking 
indicator(s), 
e.g., 
quali131ive 
business 
surveys, 
orders. 
composite 
leading 
indicators 
index 
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General governmem Revenue, Interest A 2Q 

or public sector expenditure, paymentS 

operations, balance, and 

as relevam • domestic (bank and 

nonbank) and 

foreign financing 

Central government Budgetary accounts: Interest M M 

operations # revenue, payments 

expenditure, 

balance, and 

domestic (bank and 
nonbank) and 

foreign financing 

Central governmcm Domestic and Debt service 

debt foreign, as relevant, projections: 

with a breakdown interest and 

by currency amortiuuion on 

(including indexed), medium and 

as relevant, and a long-term debt 
breakdown by (Q for next 4 

maturity; debt quarters and 

guaranteed by then A) and 

central govcrnmem, amortization on 

as relevant short-term debt 
(Q) 

Analytical accounts of Money aggregates, M M 

the banking sector • domestic credit by 
public and private 

sector, external 
position 

Analytical accounts of Reserve money, M 2W 

the central bank # domestic claims on (W (W 

public and private encouraged) cncou raged) 

sector, external 

position 

Interest rates Short-term and Range of D .!_1 
long-term reprcsemative 

governmem security deposit and 

rates, policy lending rates 

variable rate 

Stock market Share price index, D !I 
as relevam 
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FURNISHING OF INFORMATION 

Balance of paymcms • Goods and services, Foreign direct Q Q 
net income nows. investment and 
net current portfolio 

transfers. selected investmenr 
capital (or capital 

and financial) 

account items 

(including reserves) 

International reserves # Gross official Reserve-related M w 

re serves (gold. liabilities. as (W 
foreign exchange. relevant encouraged) 
SDRs, and Fund 

position) 
denominated in 

U.S. dollars 

Merchandise Exports and imports Major M 8W 

trade# commodity (4-6W 
breakdowns encouraged) 

with longer 
time lapse 

International investment Sec text of Annex A 2Q 
position (Q (Q 

encouraged) encouraged) 

Exchange rates Spot rates and 3- D !I 
and 6-momh 

forward market 
rates. as relevant 

Periodicity and timeliness: Daily ("0"): weekly or with lapse of no more than one week ("W") after the 
reference data or clo se of the reference week: monthly or with lapse of no more than one month ("M"): 

quarterly or with lapse of no more than one quarter ("Q"): annual ("A"). 

• Comprehensive statistical frameworks 

II Tracking categories 

1/ Given that data arc widely available from private sources. dissemination of official producers may be less 
�me-sensitive. Although dissemination by recorded telephone messages or fax services is encouraged. 

dissemination of these data can be made part of other (preferably high-frequency) dissemination products. 
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ARTICLE IX, SECTION 5 

Immunity of Archives 

OPENING OF FUND ARCHIVES 

The Executive Board decides that outside persons, on request, will 
be given access to documentary materials maintained in the Fund's 
archives that are over 30 years old, provided, however, that access 
to Fund documents originally classified as "Secret" or "Strictly 
Confidential" will be granted only upon the Managing Director's 
consent to their declassification. It is understood that this consent 
will be granted in all instances but those which, despite the passage 
of time, the material remains highly confidential or sensitive. Access 
to the following will not be granted: (a) legal documents and records 
maintained by the Legal Department that are protected by attorney
client privilege; (b) documentary materials furnished to the Fund by 
external parties, including member countries, their instrumentalities 
and agencies and central banks, that bear confidentiality markings, 
unless such external parties consent to their declassification; (c) 
personnel files and medical or other records pertaining £O 

individuals; and (d) documents and proceedings of the Grievance 
Committee. 
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ARTICLE I X ,  SECTION 7 

Privilege for Communications 

INTERPRETATION OF ARTICLE IX, SECTION 7 

WHEREAS the Executive Director for the [member concerned] has 
raised certain questions of interpretation of the provisions of Sec
tion 7 of Article IX of the Articles of Agreement of the Fund as to 
the treatment to be accorded by a member of the International 
Monetary Fund to official communications of the Fund, which 
questions of interpretation are set forth below; 

WHEREAS the said Executive Director has requested that the 
Executive Directors, in accordance with Article XVIII * of said 
Articles, decide such questions of interpretation; 

Now THEREFORE, the Executive Directors hereby decide such 
questions of interpretation as follows: 

Question No. 1 :  

Does Section 7 of Article IX of the Articles of Agreemem of 
the Fund apply to rates charged for official communications of the 
Fund? 

Decision on Question No. 1 :  

Yes. Section 7 of Article IX applies to rates charged for 
official communications of the Fund. 

Question No. 2:  

If a member exercises regulatory powers over the rates 
charged for communications, is it relieved of the obligation of 

• Corresponds to Article XXIX of the Articles of Agreement after the Second Amendment. 
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Section 7, Article IX, by reason of the fact that the facilities for 
transmitting communications are privately owned or operated or 
both? 

Decision on Question No. 2: 

No. A member which exercises regulatory powers over the 
rates charged for communications is not relieved of its obligation 
under Section 7 of Article IX by reason of the fact that the 
facilities for transmitting such communications are privately 
owned or operated or both. 

Question No. 3 :  

I s  the member's obligation under Section 7 of Article IX 
satisfied if official communications of the Fund may be sent only 
at rates which exceed the rates accorded the official commu
nications of other members in comparable situations? For exam
ple, would the obligation of member "a," under Section 7 of 
Article IX, be satisfied if the rate charged the Fund for its official 
communications from the territory of member "a" to the territory 
of member "b" exceeds the rate charged member "b" for its offi
cial communications from the territory of "a" to that of "b"? 

Decision on Question No. 3: 

No. The obligation of a member under Section 7 of Article IX 
is not satisfied if official communications of the Fund may be 
sent only at rates which exceed the rates accorded the official 
communications of other members in comparable situations. 
For example, the obligation of member "a," under Section 7 
of Article IX, would not be satisfied if the rate charged the 
Fund for its official communications from the territory of 
member "a" to the territory of member "b" exceeds the rate 
charged member "b" for its official communications from the 
territory of "a" to that of "b ."  
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ARTICLE X 

Relations with Other International Organizations 

ARRANGEMENT FOR CONSULTATION AND COOPERATION WITH 

THE CONTRACTING PARTIES OF GATT 

The Fund agrees that the informal arrangement of an 
administrative character proposed by the Chairman of the 
Contracting Parties constitutes a satisfactory basis for consultation 
and cooperation between the Fund and the Contracting Parties to the 
General Agreement on Tariffs and Trade (Executive Board Document 
No. 316, Supplement 2). The Managing Director is authorized to 
agree to that arrangement on behalf of the Fund and the text of the 
proposed reply to the Contracting Parties is agreed (Committee on 
Liaison with ITO Document No. I I ) .  

Decision No. 363-1 
September 24, 1948 

Executive Board 
Document No. 316 

Supplement 2 

Contracting Parties 
lo the General Agreement 
on Tariffs and Trade 

The Managing Director, 
International Monetary Fund, 
1 8 1 8  "H" Street, 
Washington 6, D.C.  
U.S.A. 
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Dear Sir: 

The General Agreement on Tariffs and Trade, which has now 
been put into provisional application by all but one of the countries 
participating in the negotiation thereof, provides in paragraph 1 of 
Article XV as follows: 

"The CONTRACTING PARTIES shall seek co-operation with the 
International Monetary Fund to the end that the CONTRACTING 
PARTIES and the Fund may pursue a coordinated policy with regard 
to exchange questions within the jurisdiction of the Fund and 
questions of quantitative restrictions and other trade measures within 
the jurisdiction of the CONTRACTING PARTIES. "  

Throughout the Agreement various provisions call for consultation 
or agreement between the CONTRACTING PARTIES, that is, the 
contracting parties to the General Agreement acting jointly, and the 
International Monetary Fund on matters of common concern. In 
particular, paragraph 2 of Article XV calls for a wide range of 
consultation, and paragraph 3 of Article XV provides: 

"The CONTRACTING PARTIES shall seek agreement with the 
Fund regarding procedures for consultation under paragraph 2 of this 
Article. "  

In view of the fact that the General Agreement on Tariffs and 
Trade has been given only provisional rather than definitive 
application, it is the view of the CONTRACTING PARTIES that an 
elaborate agreement to implement paragraph 3 quoted above is not 
necessary at this time. However, questions may arise in the interim 
which would require the CONTRACTING PARTIES to seek the co
operation of the Fund. 

Under such circumstances it is proposed by the CONTRACTING 
PARTIES that the Fund agree to co-operate with the 
CONTRACTING PARTIES in carrying out the provisions of the 
General Agreement in accordance with the terms thereof and, in 
particular, to consult, at the request of the CONTRACTING 
PARTIES, on matters as contemplated by the General Agreement. 
If such cases arise, the Chairman of the CONTACTING PARTIES 

464 



©International Monetary Fund. Not for Redistribution 

RELATIONS WITH OTHER INTERNATIONAL ORGANIZATIONS 

will notify the Managing Director of the Fund of each particular 
instance in which the CONTRACTING PARTIES desire consultation 
and will furnish the Fund with all information available which may 
assist the Fund in considering the question. Since various provisions 
of the General Agreement call for consultation between the 
CONTRACTING PARTIES and the Fund, it might be necessary in 
particular cases to await a meeting of the contracting parties before 
formal consultation could be undertaken. However, the 
CONTRACTING PARTIES have authorized their Chairman to 
initiate requests, either at the direction of the CONTRACTING 
PARTIES or on the Chairman's own initiative if the contracting 

parties are not in session, for the Fund to consult with the 
CONTRACTING PARTIES in accordance with the provisions of the 
General Agreement. This arrangement should make it possible for 
the Fund to undertake with a minimum of delay such studies as may 
be necessary and should afford the Fund opportunity to become 
familiar with the subject matter involved in advance of consultation 
with the CONTRACTING PARTIES in particular cases. 

The Fund may from time to time wish to request consultation with 
the CONTRACTING PARTIES on matters of common interest, and, 
in such cases, the CONTRACTING PARTIES will be prepared to 
consult upon such requests. 

Any request for consultation by either the Fund or the 
CONTRACTING PARTIES shall be accompanied by available 
information which would contribute to the effectiveness of the 
consultation. In such cases, due regard shall be paid to the need to 
safeguard confidential information and to any special obligations of 
the Fund and the CONTRACTING PARTIES in this respect. 

The particular procedures in implementation of these arrangements 
can be worked out case by case until sufficient experience has been 
acquired on the basis of which more formal procedures can be 
developed if necessary. 

If the foregoing arrangements are acceptable to the Fund, a reply 
to that effect would be appreciated. 

465 



©International Monetary Fund. Not for Redistribution 

Dear Sir: 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

Yours faithfully, 

/s/L.D.  WILGRESS 

Chairman of the Contracting Parties to the 
General Agreement on Tariffs and Trade 

Committee on Liaison with ITO 
Document No. 1 1  

DRAFT 

I beg to acknowledge receipt of your letter of September 9,  

1948, concerning the future cooperation between the 
International Monetary Fund and the CONTRACTING 

PARTIES to the General Agreement on Tariffs and Trade in 
carrying out the provisions of the General Agreement. 

The Fund agrees with you that an elaborate agreement on 

cooperation is not necessary at this time and that this informal 
arrangement of an administrative character constitutes a 
satisfactory basis for consultation and cooperation between the 
International Monetary Fund and the CONTRACTING 
PARTIES. 

I take pleasure in agreeing on behalf of the International 

Monetary Fund to the provisions of your letter of September 9,  

1948. 

Yours faithfully, 

Gutt 
Managing Director 
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L . D .  Wilgress 

Chairman of the Contracting Parties 

to the General Agreement on Tariffs and Trade 

European Office of the United Nations 
Pal a is des Nations 

FUND/BANK COLLABORATION: INVITATION TO THE BANK TO 

SEND A STAFF MEMBER AS AN OBSERVER 

2. The Executive Board authorizes the issuance of a general 
invitation lO the International Bank for Reconstruction and 
Development to send a staff member as an observer to attend Fund 
Board discussions on staff reports on missions relating to Article VIII 
and Article XIV consultations and use of Fund resources in areas of 
common interest. 

EBM/70/30 

The Chairman 's Summing Up at the Conclusion 
of the Discussion on Fund-Bank Collaboration 

and the Adjustment Process-Issues for Consideration 
Executive Board Meeting 84/171 -

November 28, 1984 

The proposal for attendance at Board discussions in each 
institution of appropriate staff member(s) from the other seemed 
basically to be aimed at obtaining a fuller understanding of the 
involvement of the other institution in countries to which both the 
Bank and the Fund were providing financial assistance. As far as 
Bank staff attendance at Fund Board meetings is concerned, I 
understand that Directors are prepared to reaffirm the invitation 
extended in 1970, for ad hoc, selective attendance at discussions of 
countries in which both the Fund and the Bank have programs of 
financial assistance. A number of Directors expressed the 
expectation of reciprocity on the part of the Bank with regard to staff 
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attendance at Board meetings of the other institution. That applies 
also to the exchange of notes suggested in the staff paper as a way 
to facilitate the expression of specific concerns and questions by 
Executive Directors. Active participation in Fund Board meetings 
by Bank staff, as opposed to attendance as observers, has not 
received the necessary support in the Execute Board. 

GUIDELINES/FRAMEWORK FOR FUND STAFF COLLABORATION 

WITH THE NEW WORLD TRADE ORGANIZATION 

The Executive Board decides that the draft guidelines/framework 
for Fund staff collaboration with the World Trade Organization 
(WTO), set forth in EB/CGATT/95/1 ,  Supplement 1 (4118/95), may 
be used by the staff to discuss cooperation with the WTO staff, with 
the goal of reaching agreement on collaboration between the 
institutions. 

Decision No. 10968-(95/43) 
April 21, 1995 

EB/CGATT/95/1 
Supplement I 

Guidelines/Framework for Fund Staff 
Collaboration with the World Trade Organization 

This note is intended to provide Fund staff with guidelines for 
cooperation with the World Trade Organization (WTO), established 
on January I ,  1995. It builds upon the close, formal and informal 
collaboration that existed between the Fund and the GATT. These 
guidelines will be periodically reviewed and extended or modified as 
necessary, in the light of the evolution of the collaborative 
relationship between the Fund and the WTO. 

The ministerial Declaration included in The Final Act concluding 
the Uruguay Round called upon the Director-General of the WTO to 
consult with the heads of the Fund and the World Bank on enhanced 
inter-institutional cooperation, especially with a view to achieving 
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greater coherence in global economic policymaking. Cooperation 
between the Fund and the WTO is expected to cover the following 
areas: 

• balance of payments consultations 
• coherence in global economic policymaking 
• consistency of policy advice and obligations 
• resolution of open jurisdictional issues 
• staff contacts 
• representation 
• document exchange 
• research and information exchange 

Balance of payments consultations 

An important aspect of Fund/WTO collaboration is through the 
Fund's participation in the consultations of the WTO Committee on 
Balance of Payments Restrictions with common members. A WTO 
member applying restrictions on trade in goods and/or services to 
safeguard its balance of payments must consult with the WTO 
Committee. In carrying out these consultations, the WTO Committee 
is required to consult with the Fund regarding the member's 
macroeconomic situation, particularly its balance of payments 
position and level of international reserves. In reaching its decision 
as to whether the trade restrictions are justified on balance of 
payments grounds, the WTO Committee must accept the Fund's 
findings of statistical and other facts relating to foreign exchange, 
monetary reserves, and balance of payments, and its determination 
as to the seriousness of the member's international reserve situation. 
Thus the Fund should stand ready to provide the WTO Committee 
timely information and assessment of the consulting member's 
balance of payments situation. Towards this end, the Fund and WTO 
will consult on the appropriate timing of the consultation. The Fund 
will provide the WTO Committee on a timely basis the latest RED 
report of the consulting member. When a recent RED is not 
available or where there have been significant changes in the 
country's external position since the last RED, the Fund will provide 
updated information on recent economic developments; transmittal 
of such supplementary information is submitted for Board approval 
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on a lapse of time basis. In the case of a full consultation by the 
WTO Committee (when detailed discussion of the external financial 
justification for the restrictions is required), the Fund representative 
will also provide a statement that has been cleared by the Fund's 
Executive Board. 

Coherence in global economic policymaking 

The WTO's charter calls for cooperation with the Fund and the 
Bank with a view to achieving greater coherence in global economic 
policymaking. The Fund, given its responsibilities in the n 
macroeconomic policy area, including with respect to exchange rates, 
can contribute to assessing issues of coherence between 
macroeconomic and trade policies. The Fund can also contribute to 
greater policy coherence by taking into account in its work the 
concerns of the WTO in the trade area. In the period ahead, Fund 
and WTO staffs will work closely to define better the elements and 
mechanisms for achieving coherence m economic policymaking, 
including formal and informal channels for communication between 
the Fund and the WTO. 

Consistency of policy advice and obligations 

In the conduct of their surveillance functions, the Fund and the 
WTO should ensure policy consistency and avoid duplication. In its 
surveillance, the Fund examines a member country's trade policy, 
along with its other economic and financial policies, with respect to 
their impact on the member's own adjustment and on other Fund 
members. The WTO exercises surveillance over specific aspects of 
trade policies (such as the implementation of the Multifiber 
Arrangement) and over individual countries' overall trade policy 
(through the trade policy review mechanism (TPRM)) with a view to 
enhancing the transparency of the trade regime. In surveillance, 
Fund staff should place greater emphasis on specific 
macroeconomic/trade linkages. The staff should also take into 
account the WTO's views of the trade stance of particular member 
countries, as enunciated, for example, in the WTO's conclusions of 
the Trade Policy Reviews (TPRs) with individual countries; when 
TPR reports are out of date or not available, the staff could seek the 
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relevant information from the WTO Secretariat including in some 
cases through informal staff visits. The WTO Secretariat's reports 
for the TPR contain as background information the macroeconomic 
environment of the consulting member. To assist the WTO's 
surveillance, Fund staff should stand ready to provide information on 
the macroeconomic policies of common members in the preparation 
of TPR reports. This would be particularly so in cases where a 
recent Article IV consultation report is not available. 

Fund staff need also to ensure that, in the context of surveillance 
and use of Fund resources (UFR), and bearing in mind the aim of 
achieving medium-term external viability, recommended policy 
measures and program conditionality are consistent with the 
member's agreements under the auspices of the WTO. This has 
assumed particular importance in the light of the more extensive 
commitments undertaken by members under the Uruguay Round. To 
promote structural reform, Fund policy advice often encompasses 
features that require reforms that are consistent with (though they 
may go beyond) a member's undertakings in the WTO. For 
example, tariffs may be reduced under a Fund-supported program to 
below levels "bound" in the relevant WTO agreements; this would 
promote economic efficiency without conflict with obligations under 
these agreements. However, if tariffs were to be raised above bound 
levels, this would breach the member's obligations in the agreements 
under the auspices of the WTO. To avoid such situations, Fund staff 
should seek information from the member and from the WTO on the 
nature and level of its tariff obligations under WTO-administered 
agreements, and take this information into account in policy 
formulation. Internal staff review procedures should assist in 
identifying potentially inconsistent policy measures. Where there is 
ambiguity or doubt about the WTO-consistency of specific measures, 
Fund staff should consult with WTO staff on member countries' 
WTO obligations and would expect WTO staff to provide the 
necessary input promptly so as to allow timely implementation of 
Fund-supported adjustment programs. The authorities should also be 
urged to consult with the WTO to clarify potential conflicts before 
the measures are implemented. 

Fund-supported programs should continue to avoid cross 
conditionality. That is, Fund-supported programs should continue to 
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avoid directly linking the use of Fund resources to the performance 
of obligations under the WTO-administered agreements. Fund
supported programs may include reductions in subsidies or trade 
barriers that are consistent with or go beyond the commitments 
undertaken under the Uruguay Round when the Fund finds that such 
measures are necessary to achieve the objectives of the Fund
supported program, but not to enforce commitments to agreements 
under the auspices of the WTO. Thus, for example, under the 
Uruguay Round, countries are required in principle to reduce their 
agricultural export subsidies over a six year period by certain 
percentages from those prevailing during a specified base period. 
Fund-supported programs may also call for a reduction in such 
subsidies, which could be more rapid and comprehensive than under 
the Uruguay Round, if this is necessary to achieve the program's 
fiscal and resource allocation objectives. Moreover, provisions in a 
Fund arrangement constitute conditions for the member's use of Fund 
resources and do not alter obligations vis-a-vis other WTO members. 
For example, if program design calls for a reduction in applied 
tariffs to below WTO "bound" levels, this does not constitute a 
requirement by the Fund for the member to "bind" its WTO
administered commitments at the lower applied level. Fund staff will 
continue to consult and coordinate with Bank staff in the design of 
trade reforms included in Fund-supported adjustment programs. 

Resolution of open jurisdictional issues 

The Final Act of the Uruguay Round includes a Declaration on the 
Relationship of the World Trade Organization with the International 
Monetary Fund, which confirms the continued application of Article 
XV of GATT 1 947 (now GATT 1 994) on collaboration with the 
Fund in the area of trade in goods. Article XV requires the WTO to 
seek cooperation with the Fund in order for the WTO and the Fund 
to pursue a coordinated policy with regard to exchange questions 
within the jurisdiction of the Fund and questions of quantitative 
restrictions and other trade measures within the jurisdiction of the 
WTO. These provisions also recognize the right of a WTO member 
that is a Fund member to maintain exchange controls or restrictions 
in accordance with the Fund's Articles. Similar! y, in the area of 
services, Article XI of the General Agreement on Trade in Services 
(GATS) safeguards the rights and obligations of Fund members under 
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the Fund's Articles with respect to restrictions on current 
international transactions. Thus, it is expected that the WTO will not 
authorize countermeasures against exchange measures that are 
consistent with the Fund's Articles, or find measures consistent with 
the Fund's Articles to violate one of the Multilateral Agreements on 
Trade in Goods or the GATS, or subject exchange measures to 
remedies in the absence of violation for "nonviolation nullification 
or impairment. " The Fund and the WTO will work on clarifying 
jurisdictional issues in order that the rights and obligations of Fund 
members are protected. 

Staff contacts 

Effective cooperation and interaction among the two staffs will be 
crucial in ensuring that policy inconsistencies and duplication are 
avoided, and there is full mutual awareness of the interests and 
concerns of each institution. The Fund's Geneva Office will 
continue to provide liaison between the Fund and the WTO on an 
ongoing basis, supplemented by contacts at headquarters. This will 
include periodic meetings (at least annually) between appropriately 
senior staff of the Fund and the WTO to identify issues of common 
concern and the means of dealing with them, including specifically 
the manner of enhancing collaboration. Bank staff will be invited to 
some of these meetings for trilateral discussions on issues of mutual 
interest. Meetings at head of institution level would be arranged as 
needed. In cases involving important trade policy issues, there 
should be more active use of informal Fund staff visits to exchange 
views with WTO staff, for example en route to Article IV and/or 
UFR consultations. Similarly, WTO staff should be encouraged to 
visit Fund headquarters periodically to informally discuss specific 
country cases (including in the context of preparing TPR reports) or 
policy issues. Staff secondments could also be given consideration. 

Representation 

Observer status in the WTO and the Fund is under discussion. 

It is envisaged that representation in the Fund could be on several 
levels. The Director-General of the WTO (or his representative) 
could be regularly invited as an observer to the meetings of the 
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Interim and Development Committees and to the joint Annual 
Meetings by the Chairman of the relevant Committee. The WTO 
Director General (or his representative) would also be invited as an 
observer in selected meetings covering general trade policy issues of 
the Fund's Executive Board, and there would also be some contact 
with the Committee on Liaison with the WTO (CWTO). In parallel 
with arrangements for Bank staff observers, the WTO staff 
representative could be invited to intervene in Fund Board/CWTO 
meetings by an Executive Director or the Chairman. The WTO 
Secretariat would be expected to treat the deliberations of the Fund 
Board/CWTO as strictly confidential information not available to 
other organizations or to the public. Similarly, Fund staff would be 
expected to treat the deliberations of the WTO with strict 
confidentiality. 

Document exchange 

As mentioned earlier, the Fund will transmit to the WTO 
Committee on Balance of Payments Restrictions the latest RED 
report or similar document on the consulting member (in addition to 
a Fund statement where relevant). The Director-General of the WTO 
will be regularly provided, for the confidential use of the Secretariat, 
Article IV Consultation reports (staff reports and REDs) on common 
members. For these members, consideration might be given in the 
future to transmitting the Chairman's Summing-Up of the Board 
discussion to the WTO Director-General, as long as the concerned 
Executive Director raises no objection. For Fund members that are 
seeking accession to the WTO, consideration might also be given to 
transmitting to the WTO Director-General Article IV Consultation 
reports, provided that the concerned Executive Director raises no 
objection. Fund staff will also ensure that an up-to-date assessment 
of a country's macroeconomic situation is available to WTO staff at 
the time of preparation of the latter's TPR reports or as needed; 
where there is considerable interval between the Article IV 
discussion and the TPR, Fund staff should be able to provide WTO 
staff updated factual information on the macroeconomic situation. 
As in arrangements with the GATT, Fund staff expect to continue to 
receive on a confidential basis most WTO documents ( i .e . ,  minutes 
and reports of councils and other bodies, the reports of member 
countries to these bodies, and TPR reports). 
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Research and information exchange 

Fund staff will seek the WTO Secretariat's views on selected 
reports in which international trade policy issues are prominently 
featured. Fund staff expect to be able to comment on selected WTO 
staff reports in which macroeconomic issues are discussed. Joint 
studies on topics of mutual interest could be considered from time to 
time. Fund and WTO staff could participate in seminars at 
respective institutions involving topics of mutual interest. To 
improve awareness and reduce duplication, Fund and WTO staffs 
could make greater use of each other's basic data, raking into 
account confidentiality requirements of the respective organizations. 
This could also help reduce the burden on officials in member 
countries caused by duplication of requests for basic information. 
With a view to better investigating the economic and financial 
implications of the Uruguay Round on individual countries,* 

Fund 
staff have requested access to the WTO's Integrated Database; this 
should not involve setting up new communications links as Fund staff 
would be able to obtain relevant data from the World Bank which has 
already been granted access to the Integrated Database. 

*such investigations would also help assessment of possible adverse effects of the Round on 
particular developing coumrics as recognized by the wro ministerial decision. 
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Executive Directors 

INTERPRETATION OF ARTICLE XII, SECTIONS 3(b)(i) AND 3(j) 

The request for interpretation of the Articles of Agreement refer
red to the Executive Directors by Resolution No. 7 of the Board of 
Governors was considered . . . .  It was unanimously agreed that Sec
tions 3(b)(i) and 3(j) of Article XII should be interpreted to mean 
that any member having one of the five largest quotas at the date of 
the regular election or at any date between regular elections shall be 
entitled to appoint an Executive Director who will hold office until 
the next regular election without prejudice to the right of a subse
quently admitted member to appoint a Director if it has one of the 
five largest quotas. 

Decision No. 2-1 
May 8, 1946 

EXECUTIVE DIRECTORS: ARTICLE XII, SECTION 3(c) 

Article XII, Section 3(c), should be understood as providing that 
the two members entitled to appoint additional directors are deter
mined by the largest absolute amounts by which 75 percent of mem
bers' quotas exceed the average holdings by the Fund of their 
currencies during the two years preceding an election of directors, 
provided, of course, that they are not already entitled to appoint 
directors under Article XII, Section 3(b)(i). 

In the calculation of average holdings under the provision, the 
Fund's special accounts for administrative purposes should not be 
included unless they exceed one tenth of one percent of the member's 
quota nor will sundry cash accounts be included. A member should 
not be entitled to the benefit of Article XII, Section 3(c) where the 
average holdings of its currency by the Fund have been reduced 
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below 75 percent of its quota solely because of expenditures by the 
Fund for administrative purposes or because of the exclusion of the 
special accounts for administrative purposes from the calculation of 
average holdings. 

Decision No. 574-2 
May 18, 1950, as amended by 

Decision No. 2620-(681141) 
November 1, 1968 

ADDITIONAL APPOINTED DIRECTORS 

The phrase "the preceding two years" as used in Article XII, Sec
tion 3(c), shall be deemed to be the two-year period ending on the 
July 3 1  preceding the dates of regular biennial elections of Executive 
Directors. However, this decision shall be reconsidered if such regu
lar elections are held in months other than September. 

Decision No. 597-4 
July 28, 1950 

ADJUSTMENT OF QUOTA AND VOTING POWER 

A change in the quota of a member between regular biennial elec
tions will change by the same amount the voting power of the elected 
Executive Director who casts the votes of the member. 
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ARTICLE XII, SECTION 7 

Publication of Reports 

REPORTING BY THE FUND OF OVERDUE 0BLIGA TIONS 

The Executive Board decides that overdue financial obligations to 
the Fund of members having obligations overdue for six months or 
more will be reported in aggregate by category of obligation but 
without identifying the members involved, in the Fund's Annual 
Report, quarterly Financial Statements of the General Department 
and the SDR Department, yearbook issue of Balance of Payments 
Statistics, and International Financial Statistics. 

Declarations of ineligibility to use the Fund's general resources 
will be reported in the Fund's Annual Report and will identify the 
members concerned, beginning with the 1985 Annual Report. 

Decision No. 7931-(85/41) 
March 13, 1985 

PUBLICITY UPON DECLARATION OF INELIGIBILITY 

Effective following the publication of the Annual Report for 1985, 
the Fund shall issue a press release upon the declaration of a mem
ber's ineligibility to use the general resources of the Fund and there
after upon the restoration of the member's eligibility to use the 
Fund's general resources, and shall also include the information con
tained in such press releases, where pertinent, in the Annual Reports 
for the year concerned. 

Decision No. 7999-(85190) 
June 5, 1985 

PUBLICITY UPON SUSPENSION OF VOTING RIGHTS 

AND TERMINATION OF SUSPENSION 

The Fund shall issue a press release upon its decision to suspend 
the voting ri"ghts of a member and thereafter upon termination of 
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suspension and shall also include the information contained in such 
press releases, where pertinent, in the Annual Report for the year 
concerned. 
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ARTICLE XIV 

Restrictions on Payments and Transfers: Withdrawal 

MEANING OF "EXCEPTIONAL CIRCUMSTANCES" IN 
ARTICLE XIV, SECTION 4* 

The following language in Article XIV, Section 4 * of the 
Fund Agreement: 

"The Fund may, if it deems such action necessary in excep
tional circumstances, make representations to any member that 
conditions are favorable for the withdrawal of any particular 
restriction, or for the general abandonment of restrictions, 
inconsistent with the provisions of any other article of this 
Agreement." 

(a) applies at any time after the entry into force of the Fund 
Agreement and 

(b) gives to the Fund the power to determine what is meant 
by "in exceptional circumstances."  

Decision No. 117-1 
January 6, 1947 

*
Corresponds to Article XIV, Section 3 of the Articles of Agreement after the Second 

Amendment. 
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ARTICLE XV, SECTION 2 

Valuation of the Special Drawing Right 

METHOD OF VALUATION 

l .  Effective January 1 ,  198 1 ,  the value of one special drawing 
right shall be the sum of the values of specified amounts of the cur
rencies I is ted in 2 below, the amounts of these currencies to be deter
mined on December 3 1 ,  1980 in a manner that will ensure that, at 
the average exchange rates for the three-month period ending on that 
date, the shares of the currencies in the value of the special drawing 
right correspond to the weights specified for each currency in 2 
below. 

2. On the basis of changes in members' exports of goods and 
services and in official balances of members' currencies held by 
other members since the previous review of the method of valuation 
of the SDR conducted in March 1978, that the currencies and 
weights referred to in 1 above shall be as follows: 

Currency 

U.S. dollar 
Deutsche mark 
French franc 
Japanese yen 
Pound sterling 

Weight 
(In percent) 

42 
1 9  
1 3  
1 3  
1 3  

3 .  The list of the currencies that determine the value of the 
special drawing right, and the amounts of these currencies, shall be 
revised with effect on January 1 ,  1986 and on the first day of each 
subsequent period of five years in accordance with the following 
principles, unless the Fund decides otherwise in connection with a 
revision: 
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a. The currencies determining the value of the special 
drawing right shall be the currencies of the five members whose 
exports of goods and services during the five-year period ending 
1 2  months before the effective date of the revision had the largest 
value, provided that a currency shall not replace another currency 
included in the list at the time of the determination unless the value 
of the exports of goods and services of the issuer of the former 
currency during the relevant period exceeds that of the issuer of the 
latter currency by at least I percent. 

b. The amounts of the five currencies referred to in a. above 
shall be determined on the last working day preceding the effective 
date of the relevant revision in a manner that will ensure that, at the 
average exchange rates for the three-month period ending on that 
date, the shares of these currencies in the value of the special draw
ing right correspond to percentage weights for these currencies, 
which shall be established for each currency in accordance with c. 
below. 

c. The percentage weights shall reflect the value of the 
balances of that currency held at the end of each year by the mone
tary authorities of other members and the value of the exports of 
goods and services of the issuer of the currency over the relevant 
five-year period referred to in a. above, in a manner that would 
maintain broadly the relative significance of the factors that under
lie the percentage weights in paragraph 2 above. The percentage 
weights shall be rounded to the nearest I percent or as may be 
convenient. 

4 .  The determination of  the amounts of  the currencies in  accor
dance with I and 3 above shall be made in a manner that will ensure 
that the value of the special drawing right in terms of currencies on 
the last working day preceding the five-year period for which the 
determination is made will be the same under the valuation in effect 
before and after revision. 

Decision No. 6631-(801145) GIS 
September 1 7, 1980 
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SDR VALUATION BASKET 

The Executive Board, having reviewed the list of the currencies, 
and the weights of these currencies, that determine the value of the 
special drawing right, in accordance with Decision No. 663 1 -
(80/ 145) GIS, adopted September 17 ,  1980, decides that, with effect 
from January I ,  1991 ,  the list of the currencies in the SDR valuation 
basket shall remain the same, and the weight of each of these cur
rencies to be used to calculate the amount of each of these currencies 
in the basket will be as follows: 

Currency 

U.S.  dollar 
Deutsche mark 
Japanese yen 
French franc 
Pound sterling 

Weight 
(In percent) 

40 
2 1  
1 7  
1 I 
I I  

Decision No. 9549-(901 146) GIS 
October 5, 1990 

The Executive Board, having reviewed the list of the currencies 
and the weights of these currencies that determine the value of the 
special drawing right, in accordance with Decision No. 663 1 -
(80/ 145) GIS, adopted September 17,  1980, decides that, with effect 
from January I ,  1 996, the list of the currencies in the SDR valuation 
basket shall remain the same, and the weight of each of these 
currencies to be used to calculate the amount of each of these 
currencies in the basket will be as follows: 
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Currency 

U.S. dollar 
Deutsche mark 
Japanese yen 
French franc 
Pound sterling 

Weight 
(In percent) 

39 
2 1  
1 8  
1 1  
1 1  

Decision No. 11073-(95/92) GIS 
September 25, 1995 

SDR VALUATION BASKET-GUIDELINES FOR THE 

CALCULATION OF CURRENCY AMOUNTS 

( l )  Under all circumstances, the currency units will be deter
mined in a manner which would ensure that the value of the SDR 
calculated on December 3 1  on the basis of the new basket will be the 
same as that actually prevailing on that day. 

(2) The currency amounts calculated for the new basket will be 
expressed in two significant digits provided that the deviation of the 
percentage share of each currency in the value of the SDR, resulting 
from the application of the average exchange rates for October
December, from the percentage weight as determined under para
graph 3(c) of Executive Board Decision No. 6631-(801145) adopted 
September 17 ,  1980 is the minimum on average and will not exceed 
one half percentage point for any currency. 

(3) If a solution cannot be obtained by the application of the 
principles set forth in (2) above, the calculation shall be made 
applying the same principles but expressing the amount of each 
currency in three significant digits, and if no solution is found with 
three significant digits then the calculation shall be made applying 
the same principles but expressing the amount of each currency in 
four significant digits. 

(4) If more than one solution is found in the calculation at the 
level of two, three, or four significant digits, the solution that has the 
smallest average deviation will be employed. 
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Decision No. 8160-(851186) GIS 
December 23, 1985 

METHOD OF COLLECTING EXCHANGE RATES FOR THE 

CALCULATION OF THE VALUE OF THE SDR FOR 

THE PURPOSES OF RULE 0-2(a) 

1 .  For the purpose of determining the value of the United 

States dollar in terms of the special drawing right pursuant to 

Rule 0-2(a), the equivalents in United States dollars of the 
amounts of currencies specified in Rule 0-1 shall be based on 
spot exchange rates against the United States dollar. For each 
currency the exchange rate shall be the middle rate between the 

buying and selling rates at noon in the London exchange market 
as determined by the Bank of England. 

2. If the exchange rate for any currency cannot be obtained 
from the London exchange market, the rate shall be the middle 
rate at noon in the New York exchange market determined by 

the Fund on the basis of the buying and selling rates 
communicated by the Federal Reserve Bank of New York or, 
if not available there, the middle rate determined by the Fund 
on the basis of the buying and selling rates at the fixing in the 

Frankfurt exchange market communicated by the Deutsche 
Bundesbank. If the rate for any currency against the United 
States dollar cannot be obtained directly in any of these 
markets, the rate shall be calculated indirectly by use of a cross 
rate against another currency specified in Rule 0-1. 

3. If on any day the exchange rate for a currency cannot be 

obtained in accordance with 1 or 2 above, the rate for that day 
shall be the latest rate determined in accordance with 1 or 2 
above, provided that after the second business day the Fund 
shall determine the rate. 

Decision No. 6709-(801189) S 
December 19, 1980 
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ARTICLE XVII, SECTION 3 

Special Drawing Rights: Other Holders 

The terms and conditions on which other holders prescribed by the 
Fund may accept, hold or use SDRs are as follows: 

1 .  Acceptance, Holding, and Use by Prescribed Holders 

(a) Acceptance and use 

A prescribed holder may accept or use special drawing rights 
(i) in exchange for an equivalent amount of a monetary asset other 
than gold in a transaction entered into by agreement with a parti
cipant, or another prescribed holder, or (ii) in an operation entered 
into by agreement with a participant or another prescribed holder in 
accordance with and on the same terms and conditions established at 
that time for participants by decisions of the Fund under Arti
cle XIX, Section 2(c). 

(b) Holding 

A prescribed bolder may hold special drawing rights, subject to 
the provisions of this decision, accepted in accordance with (a) above 
or received as interest paid on its holdings of special drawing rights 
in accordance with Article XX, Section 1 .  

2 .  Acceptance and Use by Participants in Transactions and 
Operations with Prescribed Holders 

Participants may enter into transactions and operations by agree
ment with a prescribed holder in accordance with the prescriptions 
in paragraph 1 (a) of this decision. 

3. Application of General Provisions 

The holding of special drawing rights and the acceptance and use 
of them in transactions and operations by a prescribed holder shall 
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be governed by the provisions of the Articles, By-Laws, Rules and 
Regulations, and decisions of the Fund that apply from time to time 
to all holders of special drawing rights. 

4. Exchange Rates 

The Rules and Regulations and decisions of the Fund that deter
mine the exchange rates applicable at the time of each use or 
acceptance of special drawing rights by a participant shall apply to 
each use or acceptance of them by a prescribed holder. A prescribed 
holder shall not levy any charge or commission in respect of a 
transaction involving special drawing rights. 

5 .  Information and Recording 

The Fund shall inform prescribed holders of matters relevant to 
the acceptance, holding, and use of special drawing rights by them. 
A prescribed holder shall inform the Fund promptly of the facts 
necessary to record any transactions or operations in which a pre
scribed holder accepts or uses special drawing rights. 

6. Consultation and Review 

(a) Consultation between the Fund and a prescribed holder 
shall be held at the request of the Fund or the prescribed holder with 
respect to the application of this decision or the decision prescribing 
the holder or with respect to transactions or operations entered into 
involving special drawing rights. 

(b) The Executive Board shall review periodically this deci
sion and decisions prescribing holders. 

7. General Undertaking 

Each prescribed holder shall collaborate with the Fund, partiCI
pants, and other prescribed holders with respect to its acceptance, 
holding, and use of special drawing rights in order to facilitate the 
effective functioning of the Special Drawing Rights Department and 
the proper use of special drawing rights in accordance with the 
Articles and the terms and conditions prescribed by the Fund now or 
in the future for the acceptance, holding, and use of special drawing 
rights by prescribed holders. 
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8.  Suspension 

During any period in which a suspension is in effect under Arti
cle XXIII, Section 1 with respect to participants, the suspension shall 
apply to the same extent to prescribed holders. 

9. Termination 

(a) The prescription of a holder of special drawing rights 
may be terminated by the Fund by a decision of the Executive Board 
or by a notice from the prescribed holder in writing to the Fund at 
its principal office. Termination shall become effective on the date 
specified in the decision of the Executive Board but not earlier than 
the date of the decision, or when notice from the prescribed holder 
is received by the Fund at its principal office. 

(b) A prescribed holder whose status as such has been ter
minated may continue to hold the special drawing rights it held on 
termination and to receive special drawing rights as interest on its 
holdings and may continue to use special drawing rights to dispose 
of them in transactions or operations in accordance with para
graph l(a) above. A prescribed holder whose status has been termi
nated shall make arrangements, with the concurrence of the Fund, to 
dispose of its holdings of special drawing rights as expeditiously as 
possible, and shall exchange special drawing rights for a freely 
usable currency selected by the prescribed holder when requested by 
the Fund. 

Decision No. 6467-(80/71) S 
April 14, 1980 

BANK FOR INTERNATIONAL SETTLEMENTS (BlS): CHANGE IN 

TERMS AND CONDITIONS OF PRESCRIPTION AS HOLDER OF 

SDRs 

The Bank for International Settlements is authorized to accept, 
hold, and use special drawing rights in transactions and operations 
in accordance with and on the terms and conditions specified in the 
decision "Terms and Conditions for the Acceptance, Holding, and 
Use of Special Drawing Rights by Other Holders Prescribed under 
Article XVII. Section 3 . "  Decision No. 6467 -(80/7 1 )  S, adopted 
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April 14 ,  1980. These terms and conditions shall replace those set 
forth in Board of Governors Resolution No. 29- 1 ,  dated January 2 1 ,  
1974. * 

Decision No. 6484-(80/77) S 
April 18, 1980 

ANDEAN RESERVE FUND: HOLDER OF SDRS 

1 .  Prescription as a Holder 

The Andean Reserve Fund is prescribed, in accordance with Arti
cle XVII, Section 3(i) of the Articles of Agreement, as a holder of 
special drawing rights. 

2.  Terms and Conditions for Acceptance, Holding, and Use of 
Special Drawing Rights 

The Andean Reserve Fund is authorized to accept, hold, and use 
special drawing rights in transactions and operations in accordance 
with and on the terms and conditions specified in the decision 
"Terms and Conditions for the Acceptance, Holding, and Use of 
Special Drawing Rights by Other Holders Prescribed under Article 
XVII, Section 3 , "  Decision No. 6467-(80171 )  S, adopted April 14 ,  
1980. 

Decision No. 6486-(80177) s** 
April 18, 1980 

•
The BIS was prescribed as a holder of SDRs by Board of Governors Resolution No. 29·1, 

effective January 21 ,  1974. 
••

similar decisions were taken for lhe following entities as holders of SDRs: East Caribbean 
Currency Aulhority-Dccision No. 6487-(80177)S, April 18, 1980; Nordic Investment 
Bank-Decision No. 6488-(80177) S, April 18, 1980; International Fund for Agricuhural Develop
ment-Decision No. 6489-(80177)S, April 18, 1980; Arab Monetary Fund-Decision No. 6609-
(80/126)S, August 8, 1980, effective August 26, 1980; International Bank for Reconstruction and 
Development (ffiRD} and the International Development Association (IDA)-Decision No. 
6718-(81/I)S, December 23, 1980; Central Bank of West African States-Decision No. 6908-
(811101)$, June 29, 1981: Bank of Central African States-Decision No. 7064-(82/26)S, February 
26, 1982: Islamic Development Bank-Decision No. 7086-(82/42)5, April 5, 1982; Asian Deve
lopment Bank-Decision No. 7229-(821136}S. October 15, 1982; East African Development 
Bank-Decision No. 7582-(831174}S, December 15, 1983; Eastern Caribbean Central 
Bank-Decision No. 7707-(84179}5, May 17, 1984; African Development Bank and the African 
Development Fund-Decision No. 8318-{861104)5, June 25. 1986. 
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* 
SWISS NATIONAL BANK: HOLDER OF SDRS 

USE OF SDRs IN PAYMENT OF TRUST FUND OBLIGATIONS 

In accordance with Article XYll, Section 3 ,  the Fund prescribes 
that: 

l .  A participant, by agreement with a prescribed holder and at 
the instruction of the Fund, may transfer SDRs to the prescribed 
holder in repayment of Trust Fund loans, in payment of interest on 
Trust Fund loans and in payment of special charges in respect of 
overdue repayments and interest of Trust Fund loans. 

2. The Fund shall record operations pursuant to this prescription 
in accordance with Rule P-9. 

Decision No. 8642-(871101) SITR 
July 9, 1987 

USE OF SDRs IN PAYMENT OF SUBSIDY 

In accordance with Article XVII, Section 3, the Fund prescribes 
that: 

l .  A prescribed holder, by agreement with a part1c1pant, may 
transfer SDRs to the participant in discharge of subsidy payable from 
the Supplementary Financing Facility Subsidy Account, at the in
struction of the Fund as Trustee of that Account. 

*
The status of the Swiss National Bank as a prescribed holder of SDRs was terminated as of 

November 19, 1992. (Decision No. 10225-(92/147)5. December 8, /992). 
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2.  The Fund shall record operations pursuant to this prescription 
in accordance with Rule P-9. 

Decision No. 8186- (8619) SBS/S 
January 15, 1986 

USE OF SDRS IN OPERATIONS UNDER 

STRUCTURAL ADJUSTMENT FACILITY 

In accordance with Article XVII, Section 3, the Fund prescribes 
that: 

1 .  A prescribed holder, by agreement with a participant and at 
the instruction of the Fund, may transfer SDRs to the participant in 
disbursement of a loan payable from the Structural Adjustment Faci
lity within the Special Disbursement Account ("the Facil ity"). 

2. A participant, by agreement with a prescribed holder and at 
the instruction of the Fund, may transfer SDRs to the prescribed 
holder in repayment of loans, and/or payment of interest on loans, 
under the Facility. 

3 .  The Fund shall record operations pursuant to  these prescrip
tions in accordance with Rule P-9. 

Decision No. 8239-(86/56) SAF 
March 26, 1986 

USE OF SDRS IN FINANCIAL OPERATIONS UNDER THE 

ENHANCED STRUCTURAL ADJUSTMENT FACILITY TRUST OR 

UNDER AN ADMINISTERED ACCOUNT 

In accordance with Article XVII, Section 3 ,  the Fund prescribes 
that: 

l .  A participant or prescribed holder, by agreement with a pre
scribed holder and at the instruction of the Fund, may transfer SDRs 
to that prescribed holder in effecting a payment due to the Fund in 
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connection with financial operations under the Enhanced Structural 
Adjustment Facility Trust or under an administered account esta
blished for the benefit of the Enhanced Structural Adjustment Facility 
Trust. 

2. A prescribed holder, by agreement with a participant or ano
ther prescribed holder and at the instruction of the Fund, may 
transfer SDRs to that participant or other prescribed holder in 
effecting a payment due from the Fund in connection with financial 
operations under the Enhanced Structural Adjustment Facility Trust 
or under an administered account established for the benefit of the 
Enhanced Structural Adjustment Facility Trust. 

3 .  The Fund shall record operations pursuant to these prescrip
tions in accordance with Rule P-9. 

Decision No. 8937-(881118) ESAF/S 
July 28, 1988 
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ARTICLE XVIII, SECTION 2 

Allocation of Special Drawing Rights 

ALLOCATIONS TO NEW PARTICIPANTS 

Pursuant to Article XVIII, Section 2(d), it is decided that mem
bers that have, or will, become participants in the Special Drawing 
Rights Department between January 1 ,  1978 and December 3 1 ,  1 978 
and have informed the Fund that they wish to receive allocations of 
special drawing rights during the third basic period shall receive 
allocations in accordance with the Resolution of the Board of Gover
nors on allocations of special drawing rights for the third basic 
period. 

Decision No. 5956-(781180) S 
November 1 7, 1978 

Pursuant to Article XVIII, Section 2(d) members that have, or 
will, become participants in the Special Drawing Rights Department 
by December 3 1 ,  1 979 and have informed the Fund that they are 
willing to receive allocations of special drawing rights during the 
third basic period shall receive allocations in accordance with Board 
of Governors Resolution No. 34-3, adopted December 1 1 , 1978. 
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ARTICLE XIX, SECTION 2 

Special Drawing Rights: Additional Uses 

USE OF SDRS IN SETTLEMENT OF FINANCIAL OBLIGATIONS 

A. In accordance with Article XIX, Section 2(c), the Fund 
prescribes that: 

1 . A participant, by agreement with another participant, may use 
SDRs to settle a financial obligation to the other participant, if  

(a) the obligation is  denominated in 

(i) SDRs, or 

(ii) the currency of a member, or 

(iii) the currency of a nonmember or another unit of ac
count that is composed of currencies and is applied 
under an intergovernmental agreement, in respect of 
which arrangements have been completed for deter
mination by the Fund of equal value in terms of the 
SDR on the basis of Article XIX, Section 7(a) and 
Rule 0-2; and 

(b) the amount of SDRs to be used in the settlement of an 
obligation referred to in (a)(ii) or (a)(iii) above is equal in value, 
in terms of the SDR, at the time of settlement, to the amount of 
the obligation. 

2. The calculations under 1 (b) above shall be made at the ex
change rate of the third business day preceding the value date or of 
the second business day preceding the value date if agreed between 
the parties. 

3 .  Participants intending to use or acquire SDRs under 1 (a) 
above shall inform the Fund of the denomination and amount of the 
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obligation and the intended value date of the operation. As required 
by Rule P-7 the lender and the borrower shall declare that the 
intended use of SDRs will be in accordance with this prescription. 

4. Transfers of SDRs under this prescription shall be made 
only upon the receipt by the Fund of instructions from the transferor 
and the transferee. 

B. The Fund shall record operations under this prescription in 
accordance with Rule P-9. 

C.  The Fund shall review this decision prior to June 30 of each 
year. 

USE OF SDRS IN LOANS 

Decision No. 6000-(7911) S 
December 28, 1978, as amended by 

Decision No. 6438-(80137) S 
March 5, 1980 

A.  In  accordance with Article XIX, Section 2(c), the Fund 
prescribes that: 

1 .  A participant, by agreement with another participant, may 
make a loan of SDRs to the other participant, if: 

(a) the principal amount of the loan is denominated in 

(i) SDRs, or 

(ii) the currency of a member, or 

(iii) the currency of a nonmember or another unit of 
account that is composed of currencies and is applied 
under an intergovernmental agreement, in respect of 
which arrangements have been completed for deter
mination by the Fund of equal value in terms of the 
SDR on the basis of Article XIX, Section 7(a) and 
Rule 0-2; and 
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(b) the amount of SDRs used in a loan referred to in (a)(ii) 
or (a)(iii) above is equal in value, in terms of the SDR, at the time 
of the use, to the amount of the loan; and 

(c) the borrower has undertaken the following obligations 
under the loan agreement: 

(i) if the loan is denominated in SDRs, to repay with the 
same amount of SDRs, or the equivalent, at the time 
of repayment, in the currency of a member on the 
basis of Article XIX, Section 7(a) and Rule 0-2, or 
in the currency of a nonmember or another unit of 
account under (a)(iii) above in accordance with the 
arrangements for valuation referred to therein; 

(ii) if the loan is denominated in the currency of a 
member and is to be repaid in SDRs, to repay with 
the equivalent in SDRs, at the time of repayment, on 
the basis of Article XIX, Section 7(a) and Rule 0-2; 

(iii) if the loan is under (a)(iii) above and is to be repaid 
in SDRs, to repay with the equivalent in SDRs, at 
the time of repayment, in accordance with the ar
rangements for valuation referred to in (a)(iii) above. 

2. The calculations under l(b) and (c) above shall be made at the 
exchange rate of the third business day preceding the value date or 
of the second business day preceding the value date if agreed 
between the parties. 

3 .  Repayment and the payment o f  interest with SDRs shall be 
made in accordance with the prescription of the use of SDRs in the 
settlement of financial obligations. 

4 .  Participants intending to lend or borrow SDRs under this pre
scription shall inform the Fund of the amount and value date of the 
loan, the denomination, rate of interest, maturity, and means of 
repayment agreed between the parties. As required by Rule P-7 the 
lender and the borrower shall declare that the intended use of SDRs 
will be in accordance with this prescription. 
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5 .  Transfers of SDRs under this prescription shall be made only 
upon the receipt by the Fund of instructions from the transferor and 
the transferee. 

B .  The Fund shall record operations under this prescription in 
accordance with Rule P-9. 

C. The Fund shall review this decision prior to June 30 of each 
year. 

USE OF SDRS IN PLEDGES 

Decision No. 6001-(7911) S 
December 28, 1978 

In accordance with Article XIX, Section 2(c), the Fund prescribes 
that: 

1 .  A part1c1pant, by agreement with another participant, may 
pledge SDRs to secure the performance of a financial obligation to 
the other participant, if the obligation is denominated in 

(i) SDRs, or 

(ii) the currency of a member, or 

(iii) the currency of a nonmember or another unit of account 
that is composed of currencies and is applied under an 
intergovernmental agreement, in respect of which ar
rangements have been completed for determination by the 
Fund of equal value in terms of the SDR on the basis of 
Article XIX, Section 7(a) and Rule 0-2. 

2. Participants intending to engage in an operation involving the 
pledge of SDRs as pledgor or pledgee shall inform the Fund of the 
terms of the pledge relating to the amount and denomination of the 
obligation to be secured by the pledge, the amount of SDRs to be 
pledged, the effective date of the pledge, and the party or other 
entity designated by the parties to the operation to give instructions 
to the Fund to terminate the pledge in whole or in part or to transfer 
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the pledged SDRs to the pledgee. As required by Rule P-7 the parties 
to the operation shall declare that the intended use of SDRs will be 
in accordance with this prescription. 

3 .  The Fund shall record a pledge of SDRs under this pre
scription only upon receipt by the Fund of instructions from the 
parties to the operation. A change in the terms of the pledge referred 
to in 2 above, if consistent with this prescription, shall take effect 
upon receipt by the Fund of instructions from the parties to the 
operation. The amount of SDRs to be pledged shall be set aside and 
shall not be used during the period of the pledge except in accor
dance with instructions authorized by the terms of the pledge or in 
order to discharge an obligation of the pledgor under the Articles of 
Agreement. 

4. The amount of SDRs to be transferred to the pledgee in accor
dance with instructions authorized by the terms of the pledge in sat
isfaction of the secured obligation shall discharge an equal amount, 
in terms of the SDR, of the secured obligation at the time of the 
transfer. Calculations for this purpose shall be made at the exchange 
rate of the third business day preceding the date of the transfer or of 
the second business day preceding the date of the transfer if agreed 
between the parties. 

5.  The Fund shall give adequate notice to the parties to an 
operation under this prescription before pledged SDRs are to be 
transferred 

(a) in accordance with the terms of the pledge; or 

(b) in order to discharge an obligation of the pledgor under 
the Articles of Agreement. 

6. The notice under S(b) above may include advice on the ways 
in which the obligation could be discharged without the use of 
pledged SDRs, or in which the pledge of SDRs could be restored. 

7. The Fund shall record operations under this prescription in 
accordance with Rule P-9. 
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8.  The Fund shall review this decision prior to June 30 of each 
year. 

Decision No. 6053-(79/34) S 
February 26, 1979, as amended by 

Decision No. 6438-(80137) S 
March 5, 1980 

USE OF SDRS IN TRANSFERS AS SECURITY FOR THE 

PERFORMANCE OF FINANCIAL OBLIGATIONS 

In accordance with Article XIX, Section 2(c), the Fund prescribes 
that: 

1 .  A parttctpant, by agreement with another participant, may 
transfer SDRs to the other participam in order to secure the per
formance of a financial obligations to the other participant, if the 
obligation is denominated in 

(i) SDRs, or 

(ii) the currency of a member, or 

(iii) the currency of a nonmember or another unit of account 
that is composed of currencies and is applied under an 
intergovernmental agreement, in respect of which ar
rangements have been completed for determination by the 
Fund of equal value in terms of the SDR on the basis of 
Anicle XIX, Section 7(a) and Rule 0-2. 

2 .  Participants intending to engage, as transferor or transferee. 
in an operation involving the transfer of SDRs as security shall in
form the Fund of the terms of the security arrangement relating to 
the amount and denomination of the obligation to be secured, the 
amount of SDRs to be transferred, the effective date of the transfer, 
any agreement by the parties regarding SDRs received from the Fund 
as interest in respect of the transferred SDRs, and the party or other 
entity designated by the parties to the operation to give instructions 
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to the Fund for the retransfer. As required by Rule P-7 the parties to 
the operation shall declare that the intended use of SDRs will be in 
accordance with this prescription. 

3 .  The Fund shall record a transfer of SDRs under this prescrip
tion upon the receipt by the Fund of instructions from the parties to 
the operation. A change in the terms of the security arrangement 
referred to in 2 above, if consistent with this prescription, shall take 
effect upon receipt by the Fund of instructions from the parties to the 
arrangement. At the request of the parties, the amount of SDRs 
transferred as security shall be set aside and shall not be used during 
the period of the security arrangement except in accordance with 
instructions authorized by the terms of the arrangement or in order 
to discharge an obligation of the transferee under the Articles of 
Agreement. 

4 .  The amount of SDRs transferred as security shall be retrans
ferred in accordance with instructions authorized by the terms of the 
security arrangement, or retained in the absence of such instructions. 
The amount of SDRs retained shall discharge an equal amount, in 
terms of the SDR, of the secured obligation at the time of the reten
tion. Calculations for this purpose shall be made at the exchange rate 
of the third business day preceding the date of retention or of the 
second business day preceding the date of retention if agreed between 
the parties. 

5 .  The Fund shall give adequate notice to the parties to an ope
ration under this prescription before the amount of SDRs held by the 
transferee as security are to be 

(a) retransferred in accordance with the terms of the arrange
ment; or 

(b) reduced in order to discharge an obligation of the 
transferee under the Articles of Agreement. 

6. The notice under 5(b) above may include advice on the ways 
in which the obligation could be discharged without the use of the 
SD Rs held as security, or in which these holdings could be restored. 
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7. The Fund shall record operations under this prescription in 
accordance with Rule P-9. 

8. The Fund shall review this decision prior to June 30 of each 
year. 

Decision No. 6054-(79134) S 
February 26, 1979, as amended by 

Decision No. 6438-(80137) S 
March 5, 1980 

USE OF SDRs I N  SWAP OPERATIONS 

In accordance with Article XIX, Section 2(c), the Fund prescribes 
that: 

1 .  A participant, by agreement with another participant, may en
gage in an operation by which (a) one of the parties transfers to the 
other party SDRs in exchange for an equivalent amount of currency 
or another monetary asset, other than gold, in respect of which ar
rangements have been completed for determination by the Fund of 
equal value in terms of the SDR on the basis of Article XIX, Sec
tion 7(a) and Rule 0-2, and (b) the parties undertake to reverse the 
exchange within a period and at an exchange rate agreed by them. 

2 .  Calculations for the purpose of 1(a) above shall be made at the 
exchange rate of the third business day preceding the date of the 
transfer or of the second business day preceding the date of the 
transfer if agreed by the parties. 

3 .  The parties may agree on the terms of the operation, and may 
modify those terms, provided that the terms and any modification of 
them would be consistent with this prescription. 

4 .  The parties may agree on the payment of compensation in the 
event that, for any reason, the reversal of the transfer in accordance 
with 1 (b) above is not carried out. 

5. Participants intending to use or receive SDRs pursuant to this 
prescription shall inform the Fund of 
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(a) the amount of SDRs and the period of the operation; 

(b) the monetary asset, the exchange rate and the value date 
for the exchange under l (a) above; 

(c) the monetary asset, the exchange rate and the value date 
for the reversal of the exchange; 

(d) any agreement for the payment of interest, or compensa
tion in accordance with 4 above; and 

(e) any modification of these terms. 

6. As required by Rule P-7 the parties to an operation pursuant 
to this prescription shall declare that the intended use of SDRs will 
be in accordance with this prescription. 

7. Transfers of SDRs pursuant to this prescription shall be made 
only upon the receipt by the Fund of instructions from the transferor 
and the transferee. 

8. If the Fund decides to change any of the terms and condi
tions of this prescription, any outstanding operation that is incon
sistent with the new terms and conditions shall be completed within 
1 2  months from the date of the Fund's decision. 

9. The Fund shall record operations pursuant to this prescription 
in accordance with Rule P-9. 

Decision No. 6336-(791178) S 
November 28, 1979 

USE OF SDRS IN FORWARD OPERATIONS 

In accordance with Article XIX, Section 2(c), the Fund prescribes 
that: 

1 . A partiCipant, in agreement with another participant, may 
engage in an operation by which the participant undertakes to 
transfer to the other participant SDRs at a specified future date more 
than three business days after the date of the agreement, in exchange 
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for an agreed amount of currency or another monetary asset, other 
than gold. 

2. The parties may agree on the terms of the operation, and may 
modify those terms, provided that the terms and any modification of 
them would be consistent with this prescription. 

3 .  Participants intending to use or receive SDRs pursuant to this 
prescription shall inform the Fund of 

(a) the amount of SDRs and the period of the operation; 

(b) the monetary asset, the exchange rate and the value date 
for the exchange; and 

(c) any modification of these terms. 

4 .  As required by Rule P-7 the parties to an operation pursuant 
to this prescription shall declare that the intended use of SDRs will 
be in accordance with this prescription. 

5 .  Transfers of SDRs pursuant to this prescription shall be made 
only upon the receipt by the Fund of instructions from the transferor 
and the transferee. 

6. If the Fund decides to change any of the terms and condi
tions of this prescription, any outstanding operation that is incon
sistent with the new terms and conditions shall be completed within 
1 2  months from the date of the Fund's decision. 

7. The Fund shall record operations pursuant to this prescription 
in accordance with Rule P-9. 

USE OF SDRs IN DONATIONS 

Decision No. 6337-(7911 78) S 
November 28, 1979 

In accordance with Article XIX, Section 2(c), the Fund prescribes 
that: 
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1 .  A participant, by agreement with another participant, may 
donate SDRs to the other participant. 

2. Participants intending to donate or receive SDRs pursuant to 
this prescription shall inform the Fund of the amount of SDRs and 
the value date for the transfer. 

3 .  As required by Rule P-7 the parties to an operation pursuant 
to this prescription shall declare that the intended use of SDRs will 
be in accordance with this prescription. 

4. Transfers of SDRs pursuant to this prescription shall be made 
only upon the receipt by the Fund of instructions from the transferor 
and the transferee. 

5 .  The Fund shall record operations pursuant to this prescription 
in accordance with Rule P-9. 
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ARTICLE XIX, SECTION 5 

Designation of Participants to Provide Currency 

REVIEW OF RULES FOR DESIGNATION AND METHOD OF CALCU
* 

LATING DESIGNATION AMOUNTS 

The Executive Directors approve the summary and conclusions set 
out [below] on the understanding that if during the first year after a 
participant receives an allocation for the first time, designation would 
bring the participant close to the acceptance limit, the staff will take 
steps to moderate the rate at which the limit is approached. 

Decision No. 6209-(791124) S 
July 24, 1979 

Summary and Conclusions 

1 . The designation system has a key role in guaranteeing the 
usability of the SDR. However, provided that the SDR is regarded 
as an attractive reserve asset, participants may make less use of their 
SDR holdings in transactions with designation and may rely more on 
transactions and operations by agreement between participants, as 
well as payments to the Fund. The volume of transactions with desig
nation would then depend mainly on the extent to which the Fund 
transfers SDRs to purchasing members that use the SDRs to obtain 
foreign exchange in transactions with designation. 

2. The general structure of the more important provisions relating 
to designation is as follows: 

(a) The major principles of designation are contained in Arti
cle XIX, Section 5 .  A participant whose balance of payments and 
gross reserve position is sufficiently strong shall be subject to 

'"
see also Decision No. 6273-(791158) GIS, September 14, 1979, on page 253. 
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designation; and the Fund shall designate these participants "in such 
manner as will promote over time a balanced distribution of holdings 
of special drawing rights among them." These principles can be 
supplemented by other principles that the Fund may adopt at any 
time. 

(b) To promote a balanced distribution of SDR holdings, the 
Fund implements the rules for designation in Schedule F.  These rules 
embody the so-called "excess holdings" principle, which aims to 
promote over time equality in participants' "excess holding ratios," 
i.e.,  their holdings of SDRs in excess of their net cumulative allo
cations as a proportion of their gold and foreign exchange holdings. 
The rules for designation can be reviewed at any time and changed, 
if necessary, by a decision of the Executive Board taken by a 
majority of votes cast. 

3 .  The following conclusions are suggested as regards the prin
ciples on which the calculation of the designation amounts is based. 

(a) The choice of "excess holdings" rather than total holdings 
of SDRs tends to concentrate designation on net users of SDRs to re
store their holdings to the level of their allocations. The alternative 
"holdings" principle would tend to shift the incidence of designation 
away from participants that have used SDRs to those that have rela
tively large holdings of gold and foreign exchange. The latter 
approach may become more suitable as the attractiveness of the SDR 
increases, but it is not recommended at this time. 

(b) Participants' gold and foreign exchange holdings are used 
as a basis for harmonizing excess holdings of SDRs, consistent with 
the approach that the staff has suggested for preparing the opera
tional budgets. An alternative technique would be to distribute 
amounts of designation on the basis of participants' unused accep
tance obligations in relation to their allocations. It would seem 
preferable, however, not to divorce the designation amounts from 
participants' reserve holdings as these are considered to be the best 
available measure of the ability of participants to provide currency 
when designated by the Fund. 

(c) The speed at which the harmonization of ratios proceeds 
depends importantly on the particular method adopted for calculating 
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designation amounts for individual participants. The present method 
has promoted harmonization at a moderate pace, striking a balance 
between the objective of restoring the holdings of net users of SDRs 
and the desire to maintain a fairly broad list of participants for 
designation. The method bas the advantage of flexibility and has been 
adjusted successfully from time to time to meet changing circum
stances. 

4. Under the Articles of Agreement, the amount of SDRs a parti
cipant can be required to accept in designation is restricted to the 
point where its excess holdings are twice its allocation, i.e., the 
acceptance limit. For certain participants, this limit is reached rather 
more rapidly than for others because their reserves are very large in 
relation to their SDR allocations. While it would be possible to con
ceive of arrangements that would slow down the approach to the 
acceptance limit, the staff's view is that such action is neither neces
sary nor desirable. 

5 .  The method of executing designation plans is established for 
each quarterly period at the time the plan is adopted by the Executive 
Board. It is proposed that this procedure be continued. The approach 
generally followed in the execution of designation plans has been to 
designate participants in broad proportion to the maximum amounts 
for which they are included in the plan, while avoiding undue 
fragmentation of individual transactions. From time to time 
exceptions may be proposed, such as have been agreed by the Exe
cutive Board in the past when circumstances warranted. If during the 
quarterly period covered by a designation plan a proposal is pending 
with the Executive Board for the exclusion of a participant from 
designation, further designation of the participant concerned would 
be avoided to the extent practicable. 

6. Over more than nine years of actual experience, the desig
nation mechanism has functioned satisfactorily. Actual designations 
have borne out the general emphasis that was expected to result from 
the "excess holdings" principle. About four fifths of total designation 
has been directed to participants whose holdings of SDRs were below 
their allocations as a result of prior uses. At the same time, a wide 
range of both developed and less developed countries has been called 
upon to provide currency in the designation process. 
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7. The major volume of transactions with designation over the 
last two and a half years has resulted from transfers of SDRs to 
participants making purchases from the General Resources Account; 
these participants have generally used the SDRs in transactions with 
designation, although a not insignificant proportion has been retained 
by the recipients, mainly to meet the reconstitution obligation or to 
make payments to the Fund. 

8. In the future, the attractiveness of the SDR, and the increasing 
scope for transactions and operations by agreement, may reduce the 
use of SDRs from participants' own holdings in transactions with 
designation. However, with the Fund receiving approximately SDR 5 
billion as a result of quota increases under the Seventh Review, 
there is likely to be a continuing volume of transactions with 
designation as a result of transfers of SDRs by the Fund to members 
making purchases, as a way of channeling SDRs back into partici
pants' reserves. 

9. In the light of the generally satisfactory experience with the 
designation system, the staff does not feel it necessary to propose any 
changes in the present principles and procedures for designation. 
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ARTICLE XIX, SECTION 6 

Reconstitution 

ABROGATION OF RULES FOR RECONSTITUTION 

The Executive Board, having reviewed the rules for reconstitution 
in accordance with Article XIX, Section 6(b), decides to abrogate 
with effect from April 30, 1981 :  

1 .  The rules for reconstitution under Schedule G, paragraph 
l(a); and 

2. Rules R-1 through 6 of the Fund's Rules and Regulations; 
Decision No. 5699-(78/38) GIS (adopted March 22, 1978, effective 
April 1 ,  1978); Decision No. 5936-(78/ 168) S (adopted October 25, 
1978, effective December 1 1 ,  1978); and Decision No. 6063-
(79/43)S (March 14, 1 979). 
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ARTICLE XIX, SECTION 7(a) 

Exchange Rates 

REPRESENTATIVE RATE FOR THE EUROPEAN CURRENCY UNIT 

(ECU) 

After consultation with the European Monetary Cooperation Fund, 
the representative rate for the ECU in terms of the SDR under 
Article XIX, Section 7(a) and Rule 0-2 shall be obtained by using 
the reciprocal of the U.S.  dollar equivalent of the ECU as calculated 
and published by the European Commission and the SDR equivalent 
of one U.S. dollar as calculated and published by the Fund for the 
same day. If  both these rates for the U.S. dollar are not available for 
the same day, the rates for the next preceding day on which both 
rates are available will be used. The rate determined by this method 
shall be applied in connection with a transfer of SDRs as part of the 
settlement of a member's debt with the European Monetary 
Cooperation Fund. The European Monetary Cooperation Fund and 
the Fund will consult concerning any change in the method of 
calculating the representative rate for the ECU in terms of the SDR. 
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ARTICLE XX, SECTION 2 

Charges 

PAYMENT OF NET CHARGES AND ASSESSMENT IN THE SDR 

DEPARTMENT FOR THE FINANCIAL YEAR ENDED 

APRIL 30, 1982 

The Executive Board notes the course of action set out 111 

EBS/82/80. 

Decision No. 7116-(82168) S 
May 7. 1982 

EBS/82/80 

The problems arising out of these participants' failure to hold 
adequate SDRs or to acquire them from other participants or the 
Fund, to meet net charges and assessments have been dealt with as 
follows: 

(i) Since [members] had sufficient SDRs to pay assessments, 
these amounts were collected first by debiting their 
respective SDR accounts. The balance of their SDR 
holdings was applied toward the payment of net charges. 

(ii) [Member], not having any SDRs, was not in a position to 
pay its assessment of SDR 4,669. This amount will be 
carried as a receivable in the General Resources Account 
until such time as it can be collected. 

(iii) The unpaid balance of net charges, SDR 15,419.868 will 
be shown separately in the balance sheet of the Special 
Drawing Rights Department under the caption "Charges 
due but not paid. "  This item will appear below "Net 
cumulative allocations of SDRs to participants" and the 
total of the two items will correspond to the total in the 
balance sheet of holdings of SDRs by participants. 
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(iv) When these participants acquire sufficient SDRs to pay 
the charges due, the entry will be cancelled in accordance 
with Article XX, Section 5 which states, in part that 
"special drawing rights acquired by a participant after the 
date for payment shall be applied against its unpaid 
charges and cancelled." 

The course of action outlined above follows from the application 
of the Articles of Agreement and was adopted in 1978 when one par
ticipant did not hold sufficient special drawing rights to pay the 
assessment and charges due with respect to the financial year ending 
April 30, 1978. While the procedure has already been adopted by the 
Executive Board for the situation described, it is considered appro
priate that the Executive Board again note the course of action taken. 
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ARTICLE XXVI 

Compulsory Withdrawal 

In response to the request of the Government of [a member], and 
after having considered the arguments put forward by that Govern
ment, the Executive Directors, acting pursuant to Article XVIII(a) * 
of the Fund Agreement, interpret Article XV, Section 2 ** as 
follows: 

Action may be taken by the Fund to require a member to 
withdraw when the following conditions have been met: 

1 .  The member has been declared ineligible to use the resources 
of the Fund pursuant to Article XV, Section 2(a); ** 

2.  A reasonable time has passed since the member was declared 
ineligible to use the resources of the Fund pursuant to Article XV, 
Section 2(a), ** whether or not a fixed period of time had been 
prescribed in connection with such action, and the member persists 
in failing to fulfill its obligations; 

3.  The member has been informed in reasonable time of the 
complaint against it and given an adequate opportunity to state, both 
orally and in writing, any fact or legal argument relevant to the issue 
before the Fund. 

Decision No. 343-(54147) 
Augusl 11,  1954 

The Board of Governors confirmed the foregoing decision on September 28, 1954. 

*
Corresponds 10 Article XXIX (a) of the Articles of Agreement after the Second Amendment. 

++
Corresponds to Article XXVI. Section 2(a) of the Articles of Agreemem after the Second 

Amendment. 
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ARTICLE XXX(c) 

Calculation of Reserve Tranche: Exclusion of 
Purchases and Holdings 

EXCLUSION OF PURCHASES AND HOLDINGS UNDER COMPENSA

TORY AND CONTINGENCY FINANCING FACILITY 

* 

3 .  Purchases under this decision and holdings resulting from 
such purchases shall be excluded for the purposes of the definition 
of "reserve tranche purchase" pursuant to Article XXX(c). 

Decision No. 8955-(8811 2
*
6) 

August 23, 1988, as amended 

EXCLUSION OF PURCHASES AND HOLDINGS UNDER BUFFER 
STOCK FACILITY 

With effect from the date of the Second Amendment of the Fund's 
Articles, purchases after that date under the Buffer Stock Facility 
(Decision No. 2772-(69/47), June 25, 1 969, as amended), and hold
ings resulting from all purchases under the Facility, shall be 
excluded pursuant to Article XXX(c)(ii) for the purpose of the 
definition of "reserve tranche purchase. "  

*
sec tCXI of full decision On pages 180-207. 

**See pages 207-08. 
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EXCLUSION OF PURCHASES AND HOLDINGS 

EXCLUSION OF PURCHASES UNDER OIL FACILITY FOR PURPOSE 

OF DEFINITION OF "RESERVE TRANCHE PURCHASE" 

With effect on the date of the Second Amendment of the Articles 
of Agreement, the Fund's holdings of currencies acquired in pur
chases under Executive Board Decision No. 4241 -(74/67), June 1 3 .  
1974 and Executive Board Decision No. 4634-(75/47), April 4. 
1975, shall be excluded pursuant to Article XXX(c)(iii) for the 
purpose of the definition of "reserve tranche purchase. "  

Decision No. 5371- (77151) 
April 8, 1977, effective April 1, 1977 

EXCLUSION OF PURCHASES UNDER SUPPLEMENTARY 
FINANCING FACILITY 

* 

9. The Fund will apply its credit tranche policies as if the Fund's 
holdings of a member's currency did not include holdings resulting 
from purchases outstanding under this decision that have been made 
with supplementary financing. After the effective date of rhe Second 
Amendment of the Articles of Agreement purchases under this 
decision and holdings resulting from purchases outstanding under this 
decision will be excluded under Article XXX(c). 

* 

Decision No. 5508-(77/127) 
August 29. 1977 

EXCLUSION OF CREDIT TRANCHES AND EXTENDED FACILITY 

I .  Purchases in the credit tranches or under extended arrange
ments (Decision No. 4377-(74/ 1 14), September 1 3 ,  1974. as 

•For these paragraphs, see pages 247-52. 
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amended), and holdings resulting from such purchases, shall be 
excluded pursuanr to Article XXX(c)(iii) for the purpose of the 
definition of "reserve tranche purchase." 

* 

5 .  The Fund will review this decision before April 30, 1984. 

Decision No. 6830-(81165) 
April 22, 1981, effective May I, 1981 

EXCLUSION OF PURCHASES UNDER POLICY ON ENLARGED 

ACCESS WITH BORROWED RESOURCES 

* *  

12.  The Fund will apply its credit tranche policies as if the Fund's 
holdings of a member's currency did not include holdings resulting 
from purchases under this decision that have been made with 
borrowed resources. Purchases under this decision with borrowed 
resources and holdings resulting from these purchases will be 
excluded under Article XXX(c). 

* *  

Decision No. 6783-(81140) 
March 1 1, 1981 

BALANCES HELD IN ADMINISTRATIVE ACCOUNT 

The balances held in the administrative accounts of the Fund, to 
the extent that they are not in excess of 0. I percent of a member's 
quota, shall not be considered as part of the Fund's holdings of a 

*
For information on paragrarhs 24, see page 129. 

**
For these paragraphs. sec pages 234-38. 
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member's currency for the purpose of determining a member's re
serve tranche position in the Fund and for the calculation of holdings 
for the purposes of charges (Article V, Section 8(b)(ii)); remunera
tion (Article Y, Section 9(a)); and the determination of a member's 
entitlement to appoint an Executive Director (Article XII ,  Sec
tion 3(c)). 

Decision No. 7060-(82123) 
February 22, 1982 

EXCLUSION OF PURCHASES AND HOLDINGS UNDER 
SYSTEMIC TRANSFORMATION FACILITY 

* 

6. Purchases under this Decision and holdings resulting from 
such purchases shall be excluded for the purposes of the definition 
of "reserve tranche purchase" pursuant to Article XXX(c). 

•see text of full decision on pages 230-34. 
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ARTICLE XXX([) 

Freely Usable Currencies 

Pursuant to Article XXX([), and after consultation with the 
members concerned. the Fund determines that until further notice the 
deutsche mark, French franc, Japanese yeu, pound sterling, and U.S.  
dollar are freely usable currencies. 
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GENERAL 

Trust Fund 

I .  The Executive Directors of the International Monetary Fund 
(the "Fund") adopt the Instrument to Establish the Trust Fund (the 
"Instrument") that is annexed to this Decision. 

2 .  The objective of the Trust Fund (the "Trust") will be to pro
vide balance of payments assistance on concessional terms to the 

* 
members listed in Annex A to the Instrument that qualify for assis-
tance in either or both of the periods July I ,  1976 through June 30, 
1978 and July 1 ,  1978 through June 30, 1980. 

3. The Fund will review the Instrument, and in particular the list, 
and the criteria of eligibility for inclusion, in Annex A, before 
January I ,  1978. The following provisions of the Instrumem may not 
be modified: Section I ,  paragraphs 1 and 2(c); Section I I ,  paragraphs 
4(d) and S(a): Section III, paragraphs 1 ,  2, and 3; Section IV, 
paragraph I ;  and Section V,  paragraph 2. Any modification will 
affect only loans made after the effective date of the modification. 
provided that the Fund may decide that any modification that is 
favorable to eligible members will apply to the future performance 
of obligations under loans already made. 

4. The amounts in excess of the capital value that are available 
from the sales of gold made after the second amendment pursuant to 
paragraph 7(b) of Schedule B of the Articles, as amended, will con
tinue to be used to provide balance of payments assistance in accor
dance with the Instrument for the benefit of the members listed in 
Annex A. 

5.  The audit committee selected under Section 20 of the Fund's 
By-Laws will audit the financial records and transactions of the 
Trust. The audit will relate to the period representing the fiscal year 
of the Fund. 

*
sec A111111al Reporl of/he Execulive Direc/Orsfor 1he Fiscal Year E11ded Apri/ 30. 1976. pages 

116-17. 
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6. The expenses of conducting the business of the Trust will be 
paid by the Fund from the General Account, which will be reim
bursed annually by the Trust on the basis of a reasonable estimate of 
these expenses by the Fund. 

7. The Fund may decide that the Trustee will undertake other 
activities in connection with the distribution of the profits from the 
sale of gold for the benefit of developing countries in accordance 
with paragraph 6(3) of the Communique of the Interim Committee of 
the Board of Governors of the Fund on the International Monetary 
System dated August 3 1 ,  1975 that can appropriately be carried out 
through the Trust, provided that the activities are consistent with the 
purposes of the Fund and are not inconsistent with any provision of 
the Instrument. 

Decision No. 5069-(76172) 
May 5, 1976 

Instrument to Establish the Trust Fund 

Introductory Section 

In order to help fulfill the purposes of the International Monetary 
Fund (the "Fund") as stated in Arlicle I of the Articles of Agree
ment, including the promotion of cooperation on international mo
netary matters between its members and the Fund and among the 
members of the Fund, there shall be established a Trust Fund (the 
"Trust"), which shall be administered by the Fund as Trustee. The 
Trust shall be governed by and administered in accordance with the 
provisions of this Instrument. 

Section I. Purposes and Resources of the Trust 

Paragraph I .  Purposes 

The Trust shall assist in fulfilling the purposes of the Fund by 
providing additional balance of payments assistance on concessional 
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terms to support the efforts of eligible members that qualify for 
assistance to carry out programs of balance of payments adjustment. 

Paragraph 2. Resources 

(a) The resources of the Trust shall consist of gold and currencies 
sold, donated, or lent to the Trust, income from investments and 
loans, and the proceeds of repayment of loans or of disinvestment. 

(b) A transferor may make a single transfer of resources to the 
Trust or transfers of resources from time to time during the period 
in which the Trust is providing balance of payments assistance. The 
Trustee shall invite transferors of resources to inform it of the form 
in which, and the procedures by which, they will make transfers. 

(c) A transferor of resources that makes a transfer associated with 
the sale of gold by the Fund shall be understood to have agreed that 
the transfer is an irrevocable transfer within the meaning of Section 
IV, paragraph 1 and Section V,  paragraph 2. 

Section /1. Operations of the Trust 

Paragraph I .  Form of balance of payments assistance 

Balance of payments assistance shall be provided to eligible mem
bers that qualify for assistance for the first period July I ,  1976 
through June 30, 1978 or for the second period July l ,  1978 through 
June 30, 1980, or for both periods, in the form of loans on terms 
consistent with this Instrument. 

Paragraph 2. Eligible members 

Eligible members shall be those members of the Fund that are 
listed in Annex A .  An eligible member shall qualify for assistance if 
it satisfies the conditions of paragraph 3 of this Section. 

Paragraph 3 .  Conditions for assistance 

(a) An eligible member shall consult the Managing Director of 
the Trustee before making a request for assistance. 
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(b) Before approving a request, the Trustee shall be satisfied that 
the member has a need for balance of payments assistance ("need") 
and is making a reasonable effort to strengthen its balance of 
payments position. The need of a member shall be assessed on the 
basis of the member's balance of payments position, its reserve 
position, and developments in its reserves. 

(c) A member shall be deemed to be making a reasonable effort 
within the meaning of subparagraph (b) of this paragraph if the 
member has presented to the Fund, in connection with a stand-by 
arrangement or extended arrangement granted by the Fund or in 
connection with a purchase from Ihe Fund in the credit tranches, a 
program for twelve months that, 

(i) for the first period in paragraph I of this Section, falls 
predominantly within that period, i.e. , begins not earlier than 
January I .  1976 or not later than December I ,  1977; and 

(ii) for the second period in paragraph 1 of this Section, falls 
predominantly within that period, i .e . ,  begins not earlier than 
January I ,  1978 or not later than November 30, 1979. 

A program for one period in paragraph l of this Section shall not 
include any months included in a program submitted in connection 
with a request for the other period. 

(d) The Fund, in considering a member's program as described 
in subparagraph (c) of this paragraph, shall assess, in accordance 
with subparagraph (b) of this paragraph, the need of the member 
during the twelve months of the program. This assessment shall be 
deemed to determine the need of the member for assistance from the 
Trust during the period in paragraph l of this Section within which 
the program falls, provided that the extent of the need assessed in 
connection with one program may be increased on the basis of an 
assessment made in connection with another program during the 
same period. 

(e) If a member that wishes to qualify for assistance does not 
come within subparagraph (c) of this paragraph, it shall present to 
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the Trustee, when requesting assistance, a program for twelve 
months as required by subparagraph (c), and shall satisfy the Trustee 
that the program is in accordance with subparagraph (b) of this 
paragraph. In making its determination under subparagraph (b) of 
this paragraph, the Trustee shall apply the criteria applied by the 
Fund to a request for a purchase in the first credit tranche. The 
Trustee shall assess the member's need when the program is pre
sented. 

(f) The assessment of a member's need and the finding that the 
member is making a reasonable effort to strengthen its balance of 
payments position shall nor be re-examined during the twelve months 
of the program for which the assessment and finding were made. 
There shall be no re-examination in connection with disbursements 
made after the twelve months with respect to the period in para
graph I of this Section for which the assessment and finding were 
made unless the Trustee determines that the member's circumstances 
have changed substantially in that period. In any re-examination, the 
Trustee shall give the member the benefit of any reasonable doubt in 
arriving at a new assessment of the member's need or a new finding 
with respect to its effort to strengthen its balance of payments 
position during that period. Repurchases in respect of the use of the 
Fund's resources will be taken into account in determining the extent 
of a member's need. 

(g) In considering a program in support of a request for assis
tance in the second period in paragraph I of this Section, and in 
determining whether the member is making a reasonable effort within 
the meaning of subparagraph (b) of this paragraph, the Trustee shall 
take into account the progress made by the member toward 
strengthening its balance of payments position under a program in 
the first period. 

Paragraph 4. Terms and conditions of loans from the Trust 

(a) The terms and conditions of a loan to a member shall 
prescribe that it shall repay each disbursement under the loan in ten 
equal semiannual installments. which shall begin not later than the 
end of the first six months of the sixth year, and be completed at the 
end of the tenth year. after the date of the disbursement. 
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(b) Interest shall be charged at the rate of one half of one percent 
per annum on the outstanding balance of a loan and shall be paid in 
semiannual installments. 

(c) Loans shall be expressed in special drawing rights, and the 
value of a currency in terms of the special drawing right shall be 
determined in accordance with the regulations of the Fund in effect 
on the date for which the calculation is made. 

(d) Toward the end of the period of five years after the first dis
bursement under the first loan made under this Instrument, the 
Trustee shall review, in the light of circumstances and on the basis 
of uniform criteria, the repayment terms of outstanding loans. 

(e) On the request of a member when repayment of an install
ment is due under a loan, the Trustee may reschedule the repayment 
if the Trustee finds that repayment on the due date would result in 
serious hardship for the member, provided that the rescheduling 
would not impair the ability of the Trust to meet its liabilities. 

Paragraph 5 .  Amounts available for disbursement 

(a) The amounts available for disbursement in respect of a period 
in paragraph 1 of this Section shall be (i) the amounts realized by the 
Trust from the sales of one-half of the gold to be made available to 
the Trust, whether or not sold during the period, and any income 
from the investment of the proceeds of these sales, and (ii) the 
amounts of other transfers of resources to the Trust and other income 
of the Trust received during the period. The amount available for 
disbursement in respect of a period shall be expressed for all eligible 
members that qualify for assistance during that period as the same 
percentage of their quotas in effect on December 3 1 ,  1975 or to 
which they had consented before that date. No member shall receive 
disbursements in excess of its need. 

(b) Interim disbursements may be made from time to time in 
respect of a period in paragraph 1 of this Section. The last install
ment in respect of a period shall be made as soon as practicable after 
the end of the period. 
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Section Ill. Administration of the Trust 

Paragraph I . Trustee 

(a) The Trust shall be administered by the Fund as Trustee. 
Except as otherwise required by the provisions of this Instrument or 
as determined by the Trustee, the Trust shall be administered in 
accordance with the same rules and procedures, including admini
strative rules and procedures, that apply to operations and 
transactions on the account of the Fund. 

(b) The Trustee, acting through its Managing Direcwr. is 
authorized (i) to make arrangements to establish special accounts in 
the name of the International Monetary Fund, which shall be 
accounts of the Fund as Trustee, with such depositories of the Fund 
as the Trustee deems necessary or expedient, and (ii) to take all other 
administrative measures that the Trustee deems necessary or 
expedient in order to carry out the purposes of this Instrument. 

(c) Decisions and other actions taken by the Fund as Trustee shall 
be identified as taken in that capacity. 

Paragraph 2. Separation of assets and accounts 

(a) The resources and records of the Trust shall be kept separate 
from the assets and records of all other Accounts of the Fund. 

(b) The Trustee may postpone disbursement of an amount of the 
proceeds of the sale of gold that it deems necessary for use as 
working capital in the administration of the Trust. 

(c) The resources of the Trust shall be used only in accordance 
with this Instrument and shall not be used to discharge liabilities or 
to meet losses incurred by the Fund in the administration of its other 
Accounts. The property and assets of the Fund held in its other 
Accounts shall not be used to discharge liabilities or to meet losses 
arising out of administration of the Trust. 

(d) The audit committee selected under Section 20 of the Fund's 
By-Laws shall audit the financial records and transactions of the 
Trust. The audit shall relate to the fiscal year of the Fund. 
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Paragraph 3 .  Reimbursement of expenses 

The General Account of the Fund shall be reimbursed annually by 
the Trust in respect of the expenses of conducting the business of the 
Trust that are paid from the General Account. Reimbursement shall 
be made on the basis of a reasonable estimate of these expenses by 
the Fund. 

Paragraph 4. Investment and other operations and transactions 

(a) The Trustee may invest balances of currency held by the Trust 
in marketable obligations of imernational financial organizations or 
in marketable obligations issued by, and denominated in the currency 
of, the country whose currency is used to make the investment, 
provided that the concurrence is obtained of the country whose 
currency is used for investment. 

(b) The Trustee may sell or exchange any of the resources of 
the Trust or use any of the resources, other than gold, as security for 
any loans to the Trust, provided that the concurrence is obtained of 
the members whose currencies are exchanged. 

(c) The Trustee may establish such reserves for the purposes of 
the Trust as it deems appropriate. 

(d) The Trustee shall discharge any obligations undertaken in 
connection with transfers that were not irrevocable within the 
meaning of Section I, paragraph 2(c), and subject thereto may 
transfer to the Special Disbursement Ac'

count of the Fund any 
amounts received in the repayment of loans. 

Section IV. Annual Report and Modifications 

Paragraph 1 .  Modifications 

If paragraph 1 of Section II  or the list of eligible members in 
Annex A is modified, a transferor may declare that it will make no 
further transfers to the Trust, and shall be entitled to request and 
obtain the return of an amount equivalent to that part of its transfer 
that has not been used. The unused part to which it shall be entitled 
shall be that proportion of the total of all unused amounts represented 
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by its transfers in relation to all other transfers. No part of this 
paragraph I shall apply to transfers that are irrevocable transfers 
under Section I ,  paragraph 2(c). 

Paragraph 2. Report 

The Trustee shall report on the operation of the Trust in the 
annual report of the Executive Directors of the Fund to the Board of 
Governors of the Fund and shall include in that annual report the 
report of the audit committee on the Trust. 

Section V. Period of Operation and Liquidation 

Paragraph I .  Period of operation 

The Trust established by this Instrument shall remain in effect for 
as long as is necessary to conduct and to wind up the business of the 
Trust. 

Paragraph 2 .  Liquidation 

When a decision is taken to liquidate the Trust, the resources of 
the Trust shall be used first to pay administrative expenses, and then 
to discharge the terms of transfers other than irrevocable transfers. 
The remainder of the resources, if any, shall be transferred to the 
Fund before, and to the Special Disbursement Account of the Fund 
after, the second amendment of the Articles of the Fund. 

Section VI. Other Activities of the Trust 

The Trustee may undertake other activities in connection with the 
distribution of the profits from the sale of gold for the benefit of 
developing countries in accordance with paragraph 6(3) of the 
Communique of the Interim Committee of the Board of Governors of 
the Fund on the International Monetary System dated August 3 1 ,  
1975 that can appropriately be carried out through the Trust, 
provided that the activities are consistent with the purposes of the 
Fund and are not inconsistent with any provision of the Instrument. 
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REVIEW OF INSTRUMENT TO ESTABLISH THE TRUST FUND AND 
LIST OF ELIGIBLE MEMBERS 

I .  Section II, paragraph 2 shall read: 

"(a) Eligible members for the first period in paragraph I of 
this Section shall be those members of the Fund that are 
listed in Annex A.

* 

(b) Eligible members for the second period in paragraph I of 
this Section shall be those members of the Fund that are 
listed in Annex B .

** 

(c) An eligible member shall qualify for assistance if it 
satisfies the condition of paragraph 3 of this Section.'' 

2. In Section II, paragraph 3(c)(i) the word "predominantly" is 
changed to "partly" and " . . .  December I ,  1977" is changed to 
" . . .  June I ,  1978." 

3. "Annex B" attached to Executive Board Decision No. 5563-
(77 I ISO) TR, adopted October 28, 1977, shall be attached to the 
lnstrumem as "Annex B . "  

Decision No. 5563-(771150) TR 
October 28, 1977 

TRUST FUND: DIVERSIFICATION OF INVESTMENTS 

(a) Amendment of Section 111, paragraph 4(a) 
of the Trust Instrument 

Section III, paragraph 4(a) of the Instrument to Establish the Trust 
Fund annexed to Decision No. 5069-(76/72), adopted May 5, 1976, 
is modified to read as follows: 

*see Annual Report of rile Execut1ve Directors for rile Fiscal Year Ended April 10, 1976, 

pages 116·17. **sec Annual Report of rile Executive Bo01d for tile Financial Year Ended April 10. 1978. 

pages 131-32. 
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The Trustee may invest balances of currency held by the Trust 
with the concurrence of the member whose currency is to be used. 
The Trustee may invest in (i) marketable obligations of international 
financial organizations, (ii) marketable obligations denominated in 
special drawing rights issued by members or national official finan
cial institutions of members, (iii) marketable obligations issued by, 
and denominated in the currency of, the member, or its national 
official financial institutions, whose currency is used to make an 
investment, and (iv) deposits denominated in special drawing rights 
with commercial banks. 

Decision No. 5972-(781189) TR 
December 4, 1978 

(b) Diversification of Trust Fund Investments 

I .  The Fund, recognizing that the SDR is the unit of account in 
which the assets of the Trust established by Decision No. 5069-
(76/72), adopted May 5, 1976, are valued, concludes that it would 
be desirable to continue to maintain, in a manner compatible with the 
operational needs of the Trust, the currency assets of the Trust, other 
than those that need to be distributed directly to developing countries 
in proportion to their quotas on August 3 1 ,  1975, in assets denomi
nated in SDRs or in a combination of currencies that would, to the 
maximum extent practicable, correspond to the composition of the 
SDR basket. 

2 .  The Managing Director shall place in deposits, denominated 
in SDRs, with the Bank for International Settlements (BIS) the profits 
from the gold sales realized in the remainder of the auctions to be 
held under paragraph 7, Schedule B, with the exception of the 
portion of these profits that is to be distributed directly to developing 
countries in proportion to their quotas on August 3 1 ,  1975, unless 
the Managing Director considers that the terms offered by the BlS on 
an intended deposit denominated in SDRs are not sufficiently 
attractive. In that event the Managing Director shall inform the 
Executive Board and make other proposals to it for investment in 
SDR-denominated obligations, which may include obligations of 
international financial organizations or members or national official 
financial institutions of members or commercial banks. If it is not 
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possible to make investments in SDR-denominated obligations on 
terms that are sufficiently attractive, the Managing Director shall 
make other proposals for investment. 

Decision No. 5973-(78/189) TR 
December 4, 1978 

DISTRIBUTION TO DEVELOPING COUNTRIES OF PROFITS FROM 
GOLD SALES: AUTHORITY TO DISTRIBUTE PROFITS THROUGH 

TRUST FUND 

The Trustee is authorized to distribute through the Trust the 
profits from the sale of gold for the benefit of developing countries 
as referred to in paragraph 7 of the Executive Board Decision No. 
5069-(76/72), adopted May 5, 1976 and Section Yf of the Instrument 
to Establish the Trust Fund. 

Decision No. 5709-(78141) TR 
March 23, 1978 

TRUST FUND: PROCEDURES FOR FINAL PAYMENTS OF PROFITS 

AND LOANS FOR THE PERIOD JULY I ,  1976 TO JUNE 30, 
1978 

I .  The Trust will make final disbursements of loans for its first 
period of two years, in accordance with the procedures and 
conclusions set out in TR/78/24 (51 19/78) and SupplemenL I 
(6/21/78).

* 

II .  The Trustee will distribute through the Trust Fund the profits 
from sales of gold for the benefit of developing members for the total 
amounts shown in the Attachment to TR/78/24 and in accordance 
with the procedures outlined in that paper and its supplement. 

Decision No. 5832-(78195) TR 
June 26, 1978 

*
The paper and its supplement arc not included in this publication. 
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TRUST FUND: SECOND PERIOD 

(a) Timing of Loan Disbursemenrs 

The timing of the loan disbursements in the remainder of the 
Trust's second two-year period (July I ,  1978-June 30. 1980) shall 
be in accordance with the schedule [below]. 

Decision No. 6201-(791121) TR 
July 23, 1979 

[ . . . the interim disbursement be made hereafter at quarterly inter
vals instead of half-yearly . . .  The more frequent disbursements 
would add to the existing half-yearly schedule two other interim 
disbursements, one at the end of October 1979 and the other at the 
end of April 1980.] 

(b) Extension of Period for Qualification 

In Section I I ,  paragraph 3(c)(ii), of the Trust Fund Instrument. the 
word "predominantly" is changed to "partly'' and " .  . . ovem-
ber 30, 1979" is changed to " . . .  May I ,  1980." 

(c) Extension of Second Period 

Decision No. 6202-(791 121) TR 
July 23, 1979 

I .  The date "December 3 1 ,  1 980'' shall be substituted for the 
date "June 30, 1980" in 

(i) Decision No. 5069-(76172), paragraph 2 ,  May 5. 1976: 
and 

(ii) the Instrument to Establish the Trust Fund. annexed to 
Decision No. 5069-(76172). Section 1 1 .  paragraph I .  

2 .  The date ··November I ,  1980" shall be substituted for the date 
"May 1 ,  1980" in paragraph 3(c)(ii) of the Instrumem referred to 1n 
l(ii) above, as amended by Decision No. 6202-(791 1 2 1 )  TR. July 23. 
1979. 
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3 .  Loan disbursements in the remainder of the Trust's second 
period shall be made as follows: interim disbursements at end-April 
and end-July 1980, and the final disbursement in January 1 98 1 .  

Decision No. 6466-(80/68) TR 
April 9, 1980 

TRUST FUND: EXTENSION OF SECOND PERIOD 

1 .  
* 

2. (a) The date " February 28, 198 1 "  shall be substituted for 
"December 3 1 ,  1980" in paragraph 2 of Executive Board Decision 
No. 5069-(76172), as subsequently amended, and in Section II, 
paragraph 1 of the Instrument Establishing the Trust Fund, annexed 
to Executive Board Decision No. 5069-(76172), as subsequently 
amended. 

(b) The date "January I ,  198 1 "  shall be substituted for the 
date "November I ,  1980" in Section fl, paragraph 3(c)(ii) of the 
Instrument referred to above, as subsequently amended. 

3 .  The final loan disbursement in respect of the Trust Fund's 
second period shall be made toward the end of March 198 1 ,  provided 
that an interim disbursemem may be made to . . . .  

Decision No. 6676-(801168) TR 
November 19, 1980 

TRUST FUND: MEANS OF PAYMENT OF INTEREST BY MEMBERS 

ON THEIR INDEBTEDNESS UNDER LOAN AGREEMENTS 

Payments of interest on members' indebtedness under their loan 
agreements with the Fund as Trustee of the Trust Fund shall be made 
with U.S.  dollars. 

*
Not included in this publication. 
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Such payments may be made also in SDRs in accordance with 
Decision No. 8642-(871 1 0 1 )  S/TR, adopted July 9, 1987. 

Decision No. 6358-(791188) TR
* 

December 19, 1979, as amended by 
Decision No. 8640-(871101) S/TR 

July 9, 1987 

TRUST FUND: MEANS OF REPAYMENT BY MEMBERS ON THEIR 
INDEBTEDNESS UNDER LOAN AGREEMENTS 

Repayment of members' indebtedness under their loan agreements 
with the Fund as Trustee of the Trust Fund shall be made with U.S. 
dollars. 

Such repayment may be made also in SDRs in accordance with 
Decision No. 8642-(87/ 1 0 1 )  S/TR, adopted July 9, 1987. 

Decision No. 7142-(82185) TR 
June 18, 1982, as amended by 

Decision No. 8640-(87/101) S!TR 
July 9, 1987 

TRUST FUND: SPECIAL CHARGES ON OVERDUE FINANCIAL 
** 

OBLIGATIONS 

TRUST FUND: FINAL DIRECT DISTRIBUTION OF PROFITS 

The Trustee will make the direct distribution of profits from sales 
of gold for the benefit of developing members through the Trust 

•
!merest due in 1977, 1978, and on June 30, 1979, for example, was paid in U.S. dollars 

pursuant to decisions adopted in 1977, 1978, and on June 18. 1979. 
u Sec pages 279-81 . 
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Fund in accordance with the procedures and in the amounts set out 
in TR/801 1 7  (611 0/80/ and Correction 1 (6/ 1 1 /80).

* 

Decision No. 6540-(80198) TR 
June 25, 1980 

TRUST FUND: TERMINATION AND TRANSFER OF RESOURCES TO 
SPECIAL DISBURSEMENT ACCOUNT 

l .  Having conducted the review specified in Section II, para
graph 4(d) of the Instrument to Establish the Trust Fund attached to 
Decision No. 5069-(76/72), of May 5 ,  1976 (hereinafter called the 
Trust Instrument), the Fund, as Trustee, decides, with effect from 
the date disbursements under loans from the Trust Fund are com
pleted, that the repayment terms of such loans from the Trust Fund 
will not be changed, provided, however, that, if the Trustee finds 
that repayment of an installment on the due date would result in 
serious hardship for the borrower the Trustee may reschedule the 
repayment to a date not later than two years after the date such 
repayment was originally due. 

2. (a) The Fund, as Trustee, decides that the Trust Fund shall 
be terminated as of April 30, 198 1  or the date on which disburse
ments under Trust Fund loans are finally completed, whichever is 
the later. After that date, the activities of the Trust shall be confined 
to the completion of any unfinished business of the Trust Fund and 
the winding up of its affairs. 

(b) The resources of the Trust Fund held on the termination 
date or subsequently received by the Trustee, except those resources 
still being held for distribution to members or required to satisfy the 
liabilities specified in Section V,  paragraph 2 of the Trust rnstru
ment, shall be transferred, as expeditiously as possible, to the 

•Not included i n  this publication. 
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Special Disbursement Account in accordance wirh Section V. para
graph 2 of the Trust Instrument. 

(c) Nothing in this paragraph 2 shall limit the authority of 
the Trustee, either before or during the winding up of the Trust 
Fund, to reschedule loan repaymenrs in cases of serious hardship as 
provided in paragraph I above. 

3 .  (a) From the resources received in the Special Disbursement 
Account of the Fund pursuant to paragraph 2(b) above. the Fund 
shall make available an amount equivalent to SDR 750 million for 
use in the Supplementary Financing Facility Subsidy Account 
(hereinafter called the Subsidy Account). Such amount shall be 
transferred to the Subsidy Account as provided in Section 4 of the 
Instrument establishing the Subsidy Account. 

(b) . . .  
* 

Decision No. 6704-(80/185) TR 
December 1 7, 1980 

TERMS OF REPAYMENT OF fiNAL LOAN DISBURSEMENT AND 

AMENDMENT OF TRUST INSTRUMENT 

The terms of repaymem for the final disbursement of loans to be 
made to those members on the list in Attachment II to TR/81 /3 

* *  * *  
(3/  I 0/8 1 )  and Correction I (3/ 1 1  /8 1 )  that will receive as a 
final disbursement about 0 .4 percent of quota shall be one installment 
equal to the amount of the disbursement ro be repaid not later than 
the end of the tenth year from the date of disbursement, and Section 
Il, paragraph 4(a) of the Trust Instrument annexed to Executive 
Board Decision No. 5069-(76172) shall be considered amended ac
cordingly. 

*sec page 325 . .. Not included in this publication. 
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Subsidy Account 

SUPPLEMENTARY FlNANCJNG FACILITY: SUBSIDY ACCOUNT

INSTRUMENT 

To help fulfill its purposes, the International Monetary Fund 
(hereinafter called the Fund) has adopted this Instrument establishing 
the Supplementary Financing Facility Subsidy Account (hereinafter 
called the Account), which shall be governed by and administered in 
accordance with the terms of this Instrument. 

Section I .  Purpose 

The purpose of the Account shall be to reduce the cost to eligible 
developing members, in accordance with Section 8, of using the 
Fund's resources under the policies of the Fund referred to in 
Section 7 of this Instrument. 

Section 2. Resources 

The resources of the Account shall consist of: 

(a) amounts donated to the Account; 

(b) amounts transferred to the Account from the Special 
Disbursement Account of the Fund; 

(c) the proceeds of borrowing by the Fund for the Account; and 

(d) the income or net gains from investment of resources of the 
Account. 

Section 3 .  Donations 

The Fund may accept donations of resources for the Account in 
such amounts and under such arrangements as may be agreed 
between the Fund and the respective donors, consistent with the 
provisions of this Instrument. 
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Section 4.  Amounts Transferred from Special Disbursement Account 

(a) Subject to (b) below, a total equivalent to SDR 750 million 
shall be transferred to the Account from the assets received by the 
Special Disbursement Account of the Fund on termination of the 
operation, in its present form, of the Trust Fund established by 
Executive Board Decision No. 5069-(76/72). These transfers to the 
Account shall be made as the amounts are received in the Special 
Disbursement Account. 

(b) If, on the basis of reasonable estimates, the Executive Board 
determines at any time that amounts already transferred to the 
Account, together with the other assets available to the Account, are 
sufficient to carry out the operations and to meet the liabilities of the 
Account in full, it may authorize the suspension of further transfers 
from, and the re-transfer of any surplus back, to the Special 
Disbursement Account, provided that transfers shall be resumed, up 
to the total amount specified in (a), i f  this proves necessary to 
complete the operations of the Account and to discharge its liabilities 
in full. 

Section 5 .  Borrowing 

(a) The Fund may borrow resources for the Account on such 
terms and conditions as may be agreed between the Fund and the 
respective lenders, consistent with the provisions of this Instrument. 
In undertaking such borrowing, the Fund shall make every effort to 
obtain loans on concessionary terms. The aggregate amount of such 
borrowing, including the interest payable on the borrowing, shall not 
exceed the SDR 750 million that could be transferred to the Account 
from the Special Disbursement Account under Section 4.  

(b) Payments of interest and repayments of the principal amount 
under each such loan shall be made exclusively from the resources 
of the Account. All resources of the Account shall be available for 
such payments, except that donations shall not be used for this 
purpose without the consent of the donor. Resources transferred to 
the Account from the Special Disbursement Account pursuant to 
Section 4 shall be applied, as necessary, to make payments due under 
such loans, including the interest payable thereon, in priority to other 
uses of such resources. 
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Section 6. Investment 

Any balances of currency held in the Accounl and not immediately 
needed to carry out the operations or to meet the liabilities of the 
Account shall be invested promptly in accordance with Section 14. 

Section 7 .  Authorized Subsidy 

The Fund shall draw upon the resources of the Account, in such 
order as it may determine. to reduce the cost to eligible members of 
the periodic charges paid by them to the General Resources Account 
of the Fund on holdings of their currencies acquired by the Fund as 
a result of all purchases under the policies referred ro below. in 
respect of the enrire periods for which such charges were paid: 

(a) under the Supplementary Financing Facility of the Fund esta
blished by Executive Board Decision No. 5508-(77/ 127), and 

(b) under the policy on exceptional use of the Fund's resources 
incorporated in Executive Board Decision No. 5732-(78/65). as 
amended by Executive Board Decision No. 5998-(79/ I) .  

Section 8. Eligible Members 

(a) Subject to (b) below, members eligible to receive a subsidy 
under Section 7 shall be those members that, according to the latest 
data provided by the World Bank before April 30, 1 98 1 ,  had per 
capita incomes in 1979 not in excess of that of the member with the 
highest per capita income in 1979 that was eligible to receive assis
tance from the Trust Fund. 

(b) Also eligible to receive a subsidy under Section 7 shall be any 
other members that, according to the latest data provided by the 
World Bank before April 30, 1982, had per capita incomes in 1979 
not in excess of that of the member with the highest per capita in
come in 1979 that was eligible to receive assistance from the Trust 
Fund, that member's per capita income determined according to the 
same data. 
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Section 9 .  Calculation and Payment of the Subsidy 

(a) The amount of the subsidy shall be calculated as a percentage 
per annum of the currency holdings referred to in Section 7 and, 
subject to Section 10, shall be determined by the Fund in the light of 
the resources available to the Account. The determination and pay
ment shall be made annually after the close of each financial year 
following the date of the Instrument. The Fund shall as far as prac
ticable seek to ensure that, within the limits specified in Section 10, 
the percentage at which the subsidy is  determined shall be equal over 
the entire period during which a subsidy is provided from the 
Account. 

(b) Eligible members that, in accordance with Section 8, had per 
capita incomes in 1979 not in excess of the per capita income used 
for determining eligibility for assistance from the International Deve
lopment Association shall receive the full amount of the subsidy 
calculated pursuant to (a) above. All other eligible members shall 
receive a subsidy equal to one half of that amount. 

(c) The amount of subsidy determined pursuant to (a) and (b) 
above shall be paid to each eligible member as soon as practicable 
after the determination is made. 

Section 10. Amount of Subsidy 

The subsidy provided to any member pursuant to Section 9 shall 
not exceed the equivalent of three percent per annum of the currency 
holdings specified in Section 7, nor reduce the effective charges on 
such holdings: 

(a) if the holdings were acquired under a stand-by arrangement, 
below the charges which would have been applicable had such 
holdings been acquired under the Fund's policies on the regular use 
of its resources in the credit tranches; or 

(b) if the holdings were acquired under an extended arrangement, 
below the charges which would have been applicable had such hold
ings been acquired under the Extended Fund Facility. For the pur
pose of the calculation of charges under (a) and (b), any adjustment 
in the rate of charge referred to in Rule 1-6(4) that may be made to 
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cover deferred income and placements to the Special Contingent 
Account shall not be taken into consideration. 

Section 1 1 .  Administration of the Account 

The Account shall be administered by the Fund as Trustee. 
Subject to the provisions of this Instrument, the Fund in 
administering the Account shall apply the same rules and procedures 
as apply to operations and transactions in the General Resources 
Account of the Fund. 

Section 12. Separation of Assets 

(a) The resources of the Account shall be held separately from 
the resources of all other accounts of the Fund, including other ad
ministered accounts, and shall be used only for the purposes of the 
Account. 

(b) Except to the extent contemplated in Section 4 ,  property and 
assets of the Fund held or administered in its other accounts shall not 
be available or used to discharge liabilities or to meet losses arising 
from the operations of the Account. 

Section 13 .  Exchange of Resources 

(a) Resources donated pursuant to Section 3 or loaned pursuant 
to Section 5 shall be paid in a freely usable currency, provided that 
a donor or lender which is a member or the fiscal agency of a mem
ber may, at its option, pay in the currency of the member. Amounts 
paid in a member' s  currency shall, at the time of payment, be ex
changed by the member for freely usable currency, if so requested 
by the Fund. Donations and loans may also be made available in 
special drawing rights in accordance with arrangements made by the 
Fund for the holding and use of such special drawing rights. 

(b) The Fund may sell or exchange any of the resources of the 
Account, provided that balances of currencies held in the Account 
may be exchanged only with the concurrence of the issuers of such 
currencies. 
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Section 14.  Authorized Investments 

Investments pursuant to Section 6 may be made in any of the fol
lowing: (a) marketable obligations issued by an international finan
cial organization and denominated in special drawing rights or in the 
currency of a member of the Fund; (b) marketable obligations issued 
by a member or by a national official financial institution of a 
member and denominated in special drawing rights or in the currency 
of that member; and (c) deposits with a commercial bank, a national 
official financial institution of a member, or an international financial 
institution that are denominated in special drawing rights or in the 
currency of a member. Investment which does not involve an ex
change of currency shall be made only after consultation with the 
member whose currency is to be used. 

Section 1 5 .  Administrative Expenses 

In order to compensate the Fund for the expenses of carrying out 
the business of the Account, the Account shall pay annually to the 
General Resources Account an amount equivalent to one thousandth 
per annum of the value of the resources in the Account at the end of 
each financial year, other than resources attributable to donations 
made under Section 3 ,  provided that this amount may be varied if the 
Fund, on the basis of a reasonable estimate of its expenses, considers 
such variation to be appropriate. 

Section 1 6 .  Accounts, Audit, and Reports 

(a) The Fund shall maintain separate financial records and pre
pare separate financial statements for the Account. 

(b) The audit committee selected under Section 20 of the Fund's  
By-Laws shall audit the financial transactions and records of the 
Account. The audit shall relate to the financial year of the Fund. 

(c) The Fund shall report on the resources and operations of the 
Account in the annual report of the Executive Board to the Board of 
Governors and shall include in that annual report the report of the 
audit committee on the Account. 
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Section 1 7 .  Amendment 

The Fund may amend the provisions of this Instrument, except 
this Section and Sections 1 ,  4, S(b), 12 ,  and 18 ,  and the Account and 
its resources shall thereafter be governed by the Instrument as 
amended. 

Section 1 8. Termination Arrangements 

Upon completion of the subsidy operations authorized by this 
Instrument the Fund shall wind up the affairs of the Account. Any 
resources remaining in the Account after all outstanding liabilities of 
the Account have been discharged in full shall be applied first to 
reimburse the Special Disbursement Account up to the full amount 
transferred to the Account under Section 4, net of any previous re
transfers, and then to reimburse donors pro rata, up to the amounts 
of their donations. Any remaining balance in the Account shall be 
transferred to the Special Disbursement Account. 

Decision No. 6683-(801185) G/TR 
December 1 7, 1980, as amended by 

Decision Nos. 8523-(87125) SBS, February 6, 1987, and 
8941-(881122) SBS, August 2, 1988 

SUPPLEMENTARY FINANCING FACILITY: SUBSIDY ACCOUNT
INVESTMENT 

The Managing Director shall place in deposits, denominated in 
SDRs, with the Bank for International Settlements, or in investments 
in a call account, denominated in SDRs, with the International Bank 
for Reconstruction and Development, the currencies received by the 
SFF Subsidy Account, unless the Managing Director considers that 
the terms offered are not sufficiently attractive. In that event the 
Managing Director shall inform the Executive Board promptly and 
make other proposals to it for investment in SDR-denominated 
obligations. 
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SUPPLEMENTARY FINANCING FACILITY: SUBSIDY ACCOUNT
SUSPENSION OF TRANSFERS AND RE-TRANSFER OF SURPLUS 

In accordance with Section 4(b) of the Instrument establishing the 
Supplementary Financing Facility Subsidy Account (Decision No. 
6683-(80/ 185) G/TR, transfers from the Special Disbursement Ac
count to the SFF Subsidy Account shall be suspended as soon as 
arrangements can be made for the investment of resources retained 
in the Special Disbursement Account. Any resources of the SFF Sub
sidy Account above the amounts necessary to meet its future 
liabilities shall be promptly re-transferred to the Special 
Disbursement Account as soon after the date of this decision as 
possible and as they may be received in the future. 

Decision No. 7989-(85/81) SBS 
May 28, 1985 

SUPPLEMENTARY FINANCING FACILITY: SUBSIDY ACCOUNT
MEANS OF SUBSIDY PAYMENTS 

Subsidy payments made after the effective date of this Decision 
with respect to charges paid on holdings of currency referred to in 
Section 7 of the Instrument establishing the SFF Subsidy Account 
may be made, at the discretion of the Fund, in SDRs to beneficiaries 
agreeing to receive them, or in U.S .  dollars, or in a combination of 
these two assets. Subsidy payments in U .S .  dollars shall be made on 
the basis of the SDR/U.S. dollar exchange rate in effect three 
business days before the payment date. 

Decision No. 8185-(8619) SBSIS 
January 15, 1986 

SUPPLEMENTARY FINANCING FACILITY: SUBSIDY ACCOUNT
SUBSIDY PAYMENTS FOR THE PERIOD JULY 1 ,  1983 
THROUGH JUNE 30, 1984 

1 .  Subsidy payments shall be made with respect to charges paid 
on holdings of currency referred to in Section 7 of the Instrument for 
the period July 1 ,  1983 through June 30, 1984 in the amounts indi
cated, which are the maximum rates permitted under Sections 9 and 
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1 0  of the Instrument, to each of the beneficiaries as listed in Table 2 
of EBS/841150. * 

2. These subsidy payments shall be made in U.S. dollars on 
July 20, 1984 or as soon thereafter as any overdue charges on 
balances eligible for subsidy are paid, on the basis of the SDR/U.S. 
dollar exchange rate in effect three business days before the payment 
date. 

Decision No. 7754-(841108) SBS 
July 16, 1984 

SUPPLEMENTARY FINANCING FACILITY: SUBSIDY ACCOUNT
SUBSIDY PAYMENTS FOR THE PERIOD JULY 1 ,  1 984 

THROUGH JUNE 30, 1985 

1 .  In accordance with the Instrument establishing the Supplemen
tary Financing Facility Subsidy Account, subsidy payment shall be 
made with respect to charges paid on holdings of currency referred 
to in Section 7 of the Instrument for the period July 1 ,  1984 through 
June 30, 1985, in the amount indicated to each of the eligible mem
bers as listed in the table of EBS/851168.  

2. The subsidy payment shall be made in U.S .  dollars to each eli
gible member on July 24, 1985, or as soon thereafter as the member 
has paid all overdue charges, if any, on balances eligible for the 
subsidy, on the basis of the SDR/U .S .  dollar exchange rate in effect 
three business days before the payment date. 

Decision No. 8037-(851110) SBS 
July 18, 1985 

SUPPLEMENTARY FLNANCING FACILITY: SUBSIDY ACCOUNT
SUBSIDY PAYMENTS FOR JULY 1 ,  1985 THROUGH JUNE 30, 
1986 

1 .  In accordance with the Instrument establishing the Supple
mentary Financing Facility Subsidy Account, subsidy payments shall 

*Not included in this publication. 
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be made with respect to charges paid on holdings of currency 
referred to in Section 7 of the Instrument for the period July 1 ,  1985 
through June 30, 1986, in the amount indicated to each of the 
eligible members as listed in Table 2 of EBS/861276 ( 12/17/86). 

2 .  The subsidy payment shall be made to each eligible member 
on December 23, 1986, or as soon thereafter as the member has paid 
all overdue charges, if any, on balances eligible for the subsidy. 

Decision No. 8492-(8711) SBS 
December 22, 1986 

SUPPLEMENTARY FINANCING FACILITY: SUBSIDY ACCOUNT
DISBURSEMENT OF ADDITIONAL SUBSIDY AMOUNTS FOR THE 
TWELVE-MONTH PERIOD ENDED JUNE 30, 1986 

I .  
* 

2 .  In accordance with Section I 0 of the Instrument establishing 
the Supplementary Financing Facility Subsidy Account, as amended, 
additional subsidy payments shall be made with respect to charges 
paid on holdings of currency referred to in Section 7 of the In
strument for the period July 1 ,  1985 through June 30, 1986, in the 
amount indicated to each of the eligible members as listed in Col
umn 3 of the table attached to EBS/87 /22. 

3 .  The subsidy payment shall be made to each eligible member 
on February 9, 1987, or as soon thereafter as the member has paid 
all overdue charges, if any, on balances eligible for the subsidy. 

Decision No. 8523-(87125) SBS 
February 6, 1987 

*sec last sentence of Section 10 of the Subsidy Accoum lnstrumem on pages 539-40. 
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SUPPLEMENTARY FINANCING FACILITY: SUBSIDY ACCOUNT
ADDITIONAL SUBSIDY PAYMENTS FOR JULY 1 , 1985 

THROUGH JUNE 30, 1986 AND SUBSIDY PAYMENTS FOR 
JULY 1 , 1986 THROUGH JUNE 30, 1987 

1 .  In accordance with Section 10 of the Instrument establishing 
the Supplementary Financing Facility Subsidy Account, as amended, 
additional subsidy payments shall be made with respect to charges 
paid on holdings of currency referred to in Section 7 of the In
strument for the period July 1 ,  1985 through June 30, 1986, in the 
amount indicated to each of the eligible members as listed in Col
umn 2 of Table 1 of the attachment to EBS/87/166. 

2 .  In accordance with Section 10 of the Instrument establishing 
the Supplementary Financing Facility Subsidy Account, as amended, 
subsidy payments shall be made with respect to charges paid on hold
ings of currency referred to in Section 7 of the Instrument for the 
period July 1 ,  1986 through June 30, 1987, in the amount indicated 
to each of the eligible members as listed in Column 5 of Table 1 of 
the attachment to EBS/87 /166. 

3. The subsidy payments shall be made to each eligible member 
on August 4, 1987, or as soon thereafter as the member has paid all 
overdue charges, if any, on balances eligible for the subsidy. 

Decision No. 8674-(87111 7) SBS 
August 3, 1987 

SUPPLEMENTARY FINANCING FACILITY: SUBSIDY ACCOUNT

ADDITIONAL SUBSIDY PAYMENTS FOR MAY 1 , 1987 

THROUGH JUNE 30, 1987, AND SUBSIDY PAYMENTS 

FOR JULY 1 , 1987 THROUGH JUNE 30, 1988 

1 . 
* 

2.  In accordance with the Instrument establishing the Supple
mentary Financing Facility Subsidy Account, as amended, additional 

*see last sentence of Section 10 of the Subsidy Account Instrument on pages 539-40. 
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subsidy payments shall be made with respect to charges paid on 
holdings of currency referred to in Section 7 of the Instrument for 
the period May 1 ,  1987 through June 30, 1987, in the amount indi
cated to each of the eligible members as listed in Column 2 of At
tachment I to EBS/88/ 1 5 1 .  

3 .  In accordance with the Instrument establishing the Supple
mentary Financing Facility Subsidy Account, as amended, subsidy 
payments shall be made with respect to charges paid on holdings of 
currency referred to in Section 7 of the Instrument for the period 
July I ,  1987 through June 30, 1988, in the amount indicated to each 
of the eligible members as listed in Column 5 of Attachment I to 
EBS/88/ 1 5 1  . 

4. The subsidy payments shall be made to each eligible member 
on August 2, 1988, or as soon thereafter as the member has paid all 
outstanding charges, if any, on balances eligible for the subsidy. 

Decision No. 8941-(881122) SBS 
August 2, 1988 

SUPPLEMENTARY FINANCING FACILITY: SUBSIDY ACCOUNT
SUBSIDY PAYMENTS FOR JULY 1 , 1988 THROUGH JUNE 30, 
1989 

1 . In accordance with the Instrument establishing the Supple
mentary Financing Facility Subsidy Account, as amended, subsidy 
payments shall be made with respect to charges paid on holdings of 
currency referred to in Section 7 of the Instrument for the period 
July 1 ,  1988 through June 30, 1989, in the amount indicated to each 
of the eligible members as listed in Column 4 of Table 2 in 
EBS/891143.  

2 .  The subsidy payments shall be made to each eligible member 
on July 26, 1989, or as soon thereafter as the member has paid all 
overdue charges, if any, on balances eligible for the subsidy. 
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SUPPLEMENTARY FINANCING FACILITY: SUBSIDY ACCOUNT

ADDITIONAL SUBSIDY PAYMENTS FOR MAY 1 -JUNE 30, 1989 

AND SUBSIDY PAYMENTS FOR JULY 1 , 1989-JUNE 30, 1990 

1 .  In  accordance with the Instrument establishing the Supple
mentary Financing Facility Subsidy Account, as amended, additional 
subsidy payments shall be made with respect to charges paid on 
holdings of currency referred to in Section 7 of the Instrument for 
the period May I ,  1989 through June 30, I 989, in the amount 
indicated to each of the eligible members as listed in Column 2 of 
Table 2 in EBS/901134. 

2 .  In accordance with the Instrument establishing the Supple
mentary Financing Facility Subsidy Account, as amended, subsidy 
payments shall be made with respect to charges paid on holdings of 
currency referred to in Section 7 of the Instrument for the period 
July I ,  1989 through June 30, 1990, in the amount indicated to each 
of the eligible members as listed in Column 5 of Table 2 in 
EBS/90/ 134. 

3 .  The subsidy payments shall be made to each eligible member 
on July 25, 1990, or as soon thereafter as the member has paid all 
outstanding charges, if any, on balances eligible for the subsidy. 

Decision No. 9510-(901122) SBS 
July 25, 1990 

SUPPLEMENTARY FINANCING FACILITY: SUBSIDY ACCOUNT

ADDITIONAL SUBSIDY PAYMENTS FOR MA Y 1 -JUNE 30,  1990 

AND SUBSIDY PAYMENTS FOR JULY 1 , 1990-JUNE 30, 1991 

1 .  In accordance with the Instrument establishing the Supple
mentary Financing Facility Subsidy Account, as amended, additional 
subsidy payments shall be made with respect to charges paid on hold
ings of currency referred to in Section 7 of the Instrument for the 
period May 1 ,  1990 through June 30, 1 990, in the amount indicated 
to each of the eligible members as listed in Column 2 of Table 2 in 
EBS/91 1 1  23. 
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2 .  In  accordance with the Instrument establishing the Supple
mentary Financing Facility Subsidy Account, as amended, subsidy 
payments shall be made with respect to charges paid on holdings of 
currency referred to in Section 7 of the Instrument for the period 
July 1 ,  1990 through June 30, 1991, in the amount indicated to each 
of the eligible members as listed in Column 5 of Table 2 in 
EBS/91/ 123 .  

3 .  The subsidy payments shall be made to each eligible member 
on July 3 1 ,  1991. 

Decision No. 9788-(911105) SBS 
July 31, 1991 
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A. Request for Interpretation of the Articles of 
Agreement as to the Authority of the 

Fund to Use Its Resources 

RESOLVED: 

THAT the Executive Directors of the International Monetary Fund 
are invited, at the request of the Governor for the United States of 
America, to interpret the Articles of Agreement, pursuant to Ani-

"' 
cle XVIII

· 
(a), as to whether the authority of the Fund to use its 

resources extends beyond current monetary stabilization operations 
to afford temporary assistance to members in connection with sea
sonal, cyclical, and emergency fluctuations in the balance of pay
ments of any member for current transactions, and whether the Fund 
has authority to use its resources to provide facilities for relief, 
reconstruction, or armaments, or to meet a large or sustained outflow 
of capital on the part of any member.

** 

Resolution No. /M-6 
March 18, 1946 

• Corresponds 10 Aniclc XXIX of the Articles of Agreement after the Second Amendment. 
**

The imerpretationwas made by the Executive Board on Scptember 26. 1946. Sec Decision No. 
71-2 on page 83. 
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B. Resolution of the United Nations General 
Assembly 377(V) Entitled "Uniting for Peace" 

RESOLVED: 

WHEREAS the General Assembly of the United Nations on No
vember 3, 1950, adopted a Resolution entitled "Uniting for Peace·' : 

Now, THEREFORE, the Board of Governors, taking note of said 
Resolution, hereby RESOL YES: 

THAT the Fund, in the conduct of its activities shall have due 
regard for recommendations of the General Assembly made pursuant 
to the said Resolution for the maintenance or restoration of 
international peace and security. 
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C.  Composite Resolution on the Work of the 
Ad Hoc Committee on Reform of the 
International Monetary System and 

Related Issues and on a 
Program of Immediate Action 

The Board of Governors having noted: 

That the ad hoc Committee on Reform of the International Mone
tary System and Related Issues, which was established at the Board's 
1972 Annual Meeting to advise and report with respect to all aspects 
of reform of the international monetary system, has now concluded 
its work; and 

That the Chairman of the ad hoc Committee has transmitted its 
final report ("Report to the Board of Governors of the International 
Monetary Fund by the Committee on Reform of the International 
Monetary System and Related Issues") accompanied by an "Outline 
of Reform" (hereinafter referred to as the Outline), consisting of Part 
I ("The Reformed System"), which records the outcome of the 
Committee's discussions and indicates the general direction in which 
the Commiltee believes the system could evolve, and Part II ("Imme
diate Steps"), which sets out the steps that the Committee agrees 
should be taken immediately; and 

That the Executive Directors have been studying various aspects 
of the international monetary system and in accordance with the 
Committee's recommendations on immediate steps in the Report and 
Outline have adopted certain decisions; 

Now, THEREFORE. the Board of Governors hereby takes the fol
lowing actions: 

Resolution Nos. 29-7, 29-8, 29-9, 29-10 
October 2, 1974 
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COMPOSITE RESOLUTION 

Firs! Reso!Ulion (No. 29-7):  

Final Report of the Ad Hoc Committee on Reform of the 
International Monetary System and Related Issues 

The Board of Governors hereby RESOLVES as follows: 

I . The Board of Governors notes the report of the ad hoc Com
mittee on Reform of the International Monetary System and Related 
Issues. 

2 .  The Board expresses its deep appreciation to the Committee 
and its Chairman, to the Deputies and their Chairman, and to the 
Bureau upon the conclusion of their work on international monetary 
reform for the valuable contribution that they have made both in 
indicating the general direction in which the international monetary 
system could evolve in the future and in proposing immediate steps 
and other measures on which members could collaborate in an evolu
tionary process of reform. 

3 .  The Committee shall cease to exist o n  October 2,  1974. 

* 
Second Resolulion (No. 29-8): 

Establishment of an Interim Committee of the Board of 
Governors on the International Monetary System 

WHEREAS the Committee of the Board of Governors of the Inter
national Monetary Fund on Reform of the International Monetary 
System and Related Issues has referred to the desirability of 
establishing by amendment of the Articles of Agreement a permanent 
and representative Council with appropriate powers; and 

WHEREAS it is desirable, pending the establishment of the Coun
cil, to establish an Interim Committee of the Board of Governors on 

*Amended by RcsoiUiion No. 4R-2 adopted effective April 12, 1993. 
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the International Monetary System with an advisory role, and with 
a composition similar to that of the Council; and 

WHEREAS it is desirable that the Interim Committee shall come 
into existence when the Committee on Reform of the International 
Monetary System and Related Issues ceases to exist; 

NOW, THEREFORE, the Board of Governors hereby RESOLVES 

as follows: 

I .  Composition of the Interim Commillee 

(a) There shall be established an Interim Commiuee of the 
Board of Governors on the International Monetary System. The 
members of the Committee shall be governors of the Fund, ministers, 
or others of comparable rank. Each member of the Fund that 
appoints an executive director and each member or group of mem
bers of the Fund that elected an executive director on or after the 
date on which the last regular election took place shall appoint: 

(i) one member of the Committee, and not more than 

(ii) seven associates. 

Each member of the Committee and each associate shall serve until 
a new appointment is made. 

(b) Members of the Committee, associates, and executive 
directors or in their absence their alternates, shall be entitled to 
attend meetings of the Committee, unless the Commiuee decides to 
hold a more restricted session. Each member of the Fund that ap
points an executive director and each group of members of the Fund 
referred to in (a) above may designate an alternate ro participate in 
the place of the member of the Committee at any meeting when he 
is not present. Participation in respect of each item on the agenda of 
a meeting shall be limited to one person, who shall be a member of 
the Committee, an associate, or an executive director. 

(c) The Committee shall select a Chairman, who shall serve 
for such period as the Committee determines. The Chairman of the 
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Board of Governors, or a governor designated by him, shall convene 
the first meeting of the Committee and shall preside over it until a 
Chairman has been selected. 

(d) The Managing Director shall be entitled to participate in 
all meetings of the Committee, and may designate a representative 
to participate in his place at any meeting when he is not present. 
The Managing Director or his representative may be accompanied 
normally by not more than two members of the staff, unless the 
Committee decides to hold a restricted session. 

(e) A member of the Fund whose voting rights are suspended 
pursuant to Article XXVI, Section 2(b) shall not appoint, or 
participate in the appointment of, a member of the Committee and 
his associates. When the voting rights of a member are suspended. 
the rules in Schedule L, paragraph 3(c) on the termination of office 
and replacement of executive directors shall apply to the member of 
the Committee and associates appointed by the member or in whose 
appointment the member has participated. 

2.  Representation of Members Not Entitled to Appoint a Member 
of rhe Commiuee 

A member of the Fund not entitled to appoint a member of the 
Committee may send a representative to participate in any meeting 
of the Committee when a request made by, or a matter particularly 
affecting, that member is under consideration. The Committee shall 
determine, upon request by the member, whether a matter under con
sideration particularly affects the member. 

3 .  Terms of Reference 

The Committee shall advise and report to the Board of Governors 
with respect to the functions of the Board of Governors in: 

(i) supervising the management and adaptation of the 
international monetary system, including the continuing 
operation of the adjustment process, and in this con
nection reviewing developments in global liquidity and 
the transfer of real resources to developing countries: 

557 



©International Monetary Fund. Not for Redistribution 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

(ii) considering proposals by the Executive Directors to 
amend the Articles of Agreement; and 

(iii) dealing with sudden disturbances that might threaten the 
system. 

In addition, the Committee shall advise and report to the Board of 
Governors on any other matters on which the Board of Governors 
may seek the advice of the Committee. 

In performing its duties, the Committee shall take account of the 
work of other bodies having specialized responsibilities in related 
fields. 

4 .  Procedures 

(a) The Committee shall meet ordinarily three or four times 
a year. The Chairman may call meetings after consulting the mem
bers of the Committee, and shall consult the members of the Com
mittee on calling a meeting if so requested by any member of the 
Committee. 

(b) A quorum for any meeting of the Committee shall be two 
thirds of the members of the Committee. 

(c) Meetings of the Committee shall be held within the metro
politan area in which the Fund has its principal office, or at such 
other places as the Committee may provide or, in the absence of such 
provision, as the Chairman shall determine after consulting the 
members of the Committee. 

(d) Appropriate arrangements shall be made for the effective 
coordination of the work of the Committee and of the Executive 
Directors. The Secretary of the Fund shall serve as the Secretary of 
the Committee. 

(e) In reporting any recommendations or views of the Com
mittee, the Chairman shall seek to establish a sense of the meeting. 
In the event of a failure to reach a unanimous view, all views sh:�ll 
be reported, and the members holding such views shall be identifie•L 
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Reports of the Commiuee shall be made available to the Executive 
Directors. 

(f) The Committee may invite observers to attend during the 
discussion of an item on the agenda of a meeting, and may determine 
any aspect of its procedure that is not established by this Resolution. 

* 
Third Resolution (No. 29-9): 

Establishment of Joint Ministerial Committee of the Boards of 
Governors of the Bank and the Fund on the Transfer of 

Real Resources to Developing Countries 

WHEREAS the Committee of the Board of Governors of the Inter
national Monetary Fund on Reform of the International Monetary 
System has recommended the establishment of a joim ministerial 
committee of the Boards of Governors of the International Monetary 
Fund (the Fund) and the International Bank for Reconstruction and 
Development (the Bank) to carry forward the study of the broad 
question of the transfer of real resources to developing coumries and 
to recommend measures to be adopted in order to implement its 
conclusions; 

WHEREAS it is desirable to consider the question of the transfer 
of real resources to developing countries in relation to existing or 
prospective arrangements among countries, including those involving 
international trade and payments, the flow of capital, investment, and 
official development assistance; 

· 

WHEREAS the said Committee has invited the Managing Director 
of the Fund to discuss with the President of the Bank the preparation 
of appropriate parallel draft resolutions on the establishment of such 
a joint ministerial committee for adoption by the respective Boards 
of Governors of the Fund and Bank; 

WHEREAS pursuant to such discussions the President of the Bank 
and the Managing Director of the Fund have proposed to the Execu
tive Directors of the Bank and Fund, respectively, and the Executive 

*
Amended by Resolution No. 48-4 adopted effective April 23. 1993. 
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Directors of the Fund have approved the submission of this Draft 
Resolution to the Board of Governors of the Fund and the Executive 
Directors of the Bank have approved the submission of a parallel 
Draft Resolution to the Board of Governors of the Bank: 

WHEREAS the Committee as envisaged would be helpful in pro
viding a focal point in the structure of international economic 
cooperation for formation of a comprehensive overview of diverse 
international activities in the development area, for efficient and 
prompt consideration of development issues, and for coordination of 
international efforts to deal with problems of financing development; 
and 

WHEREAS the Board of Governors of the Bank is considering the 
said parallel resolution: 

NOW, THEREFORE, the Board of Governors hereby RESOLVES: 

I .  Establishment and Composition of Joint Ministerial Commiuee 

(a) There is established a Joint Ministerial Committee of the 
Boards of Governors of the Bank and Fund on the Transfer of Real 
Resources to Developing Countries (hereinafter called the Develop
ment Committee). 

(b) The members of the Development Committee shall be gov
ernors of the Bank, governors of the Fund, ministers, or others of 
comparable rank. 

(c) The members of the Development Committee shall be 
appointed in turn for successive periods of two years by the members 
of the Bank and the members of the Fund. The members of the Bank 
shall appoint the members of the Committee for the first period of 
two years, which shall run from the date of the adoption of this 
Resolution until the date of the regular election of executive directors 
in 1976. 

(d) Each member government of the Bank or the Fund, as the 
case may be, that appoints or elects an executive director and each 
group of member governments of the Bank or of the Fund, as the 
case may be, that elects an executive director shall appoint one 
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member of the Development Committee and up to seven associates, 
and, for any meeting when the member of the Committee is not 
present, may appoint an alternate with full power to act for the 
member at such meeting. 

(e) Each member and associate shall serve until a new ap
pointment is made by the member government or member govern
ments of the Bank or the Fund, as the case may be, that are entitled 
to make the appointment or until the next succeeding regular election 
of executive directors, whichever is earlier. 

(f) During the periods when appointments are made by mem
bers of the Bank, a member of the Bank whose membership has been 
suspended pursuant to Article VI, Section 2 of the Articles of 
Agreement of the Bank shall not appoint or participate in the 
appointment of a member of the Committee, his alternate and 
associates. When the membership of a member of the Bank is sus
pended, and when a suspended member is restored to good standing, 
the consequences on the Executive Director of the Bank appointed or 
elected by such member, or in whose election such member 
participated, shall apply to the member of the Committee, his 
alternate and associates appointed by that member of the Bank, or in 
whose appointment such member participated. 

(g) During the periods when appointments are made by mem
bers of the Fund, a member of the Fund whose voting rights are 
suspended pursuant to Article XXVI, Section 2(b) of the Articles of 
Agreement of the Fund shall not appoint, or participate in the 
appointment of, a member of the Committee, his alternate and 
associates. When the voting rights of a member of the Fund are 
suspended, the rules in Schedule L, paragraph 3(c) of the Articles of 
Agreement of the Fund on the termination of office and replacement 
of executive directors shall apply to the member of the Committee, 
his alternate and associates appointed by that member of the Fund, 
or in whose appointment such member participated. 

2. Chairman 

The Development Committee shall select a Chairman from among 
its members, who shall serve for such period as the Committee 
determines. The Chairman of the Boards of Governors of the Bank 
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and the Fund, or a governor designated by him shall convene the 
first meeting of the Committee and shall preside over it until the 
Chairman has been selected. 

3. Meetings 

(a) Members of the Development Committee, associates, 
and the executive directors of the Bank and the Fund, or in their 
absence their alternates, shall be entitled to participate in meetings 
of the Committee, unless the Committee decides to hold a session 
restricted to members, the President of the Bank, and the Managing 
Director of the Fund. Participation in respect of each item on the 
agenda of a meeting shall be limited to one person in respect of each 
member government or group of member governments that appoint 
a member of the Committee. 

(b) The President of the Bank and the Managing Director of 
the Fund shall be entitled to participate in all meetings of the 
Development Committee, and each may designate a representative to 
participate in his place at any meeting when he is not present. Each 
may be accompanied normally by two members of his staff, at any 
unrestricted session of the Committee. 

(c) The Development Committee shall invite the heads of 
other international financial or economic organizations, as well as 
other persons, to attend or participate in meetings of the Committee 
relating to their areas of responsibility. 

4. Terms of Reference 

(a) The Development Committee shall maintain an over
view of the development process and shall advise and report to the 
Boards of Governors of the Bank and the Fund on all aspects of the 
broad question of the transfer of real resources to developing 
countries, and shall make suggestions for consideration by those 
concerned regarding the implementation of its conclusions. The 
Committee shall review, on a continuing basis, the progress made in 
fulfillment of its suggestions. 
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(b) The Development Committee shall establish a detailed 
program of work, taking account of the topics listed in Annex 1 0  of 
the Outline of Reform. The Committee in carrying out its work shall 
bear in mind the need for coordination with other international 
bodies. 

(c) The Development Committee shall give urgent attention 
to the problems of (i) the least developed countries and (ii) those 
developing countries most seriously affected by balance of paymems 
difficulties in the current situation. 

5 .  Procedures 

(a) The Development Commillee shall meet at the time of the 
annual meetings of the Boards of Governors of the Bank and the 
Fund and, in addition, as often as required. The Chairman may call 
meetings after consulting the members of the Committee and shall 
consult them on calling a meeting if so requested by any member of 
the Committee. 

(b) A quorum for any meeting of the Development Commit
tee shall be two thirds of the members of the Commitlee. 

(c) The Development Commitlee may establish subcommit
tees or working groups from time to time. 

(d) The Comminee shall appoint an Executive Secretary who 
shall be entitled to panicipate in all Committee meetings. The 
Executive Secretary, supported by a small staff as necessary. and 
drawing on the staffs of the Bank and the Fund to the maximum 
extent feasible, shall be responsible to the Committee for carrying 
out the work directed by the Committee. 

(e) Appropriate arrangements shall be made for the coordi
nation of the work of the Development Committee and the work or 
the Executive Directors of the Bank and the Fund. 

(f) The President of the Bank and the Managing Director or 
the Fund shall arrange to carry out technical work requested by the 
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Committee and provide administrative support for the Committee 
within the competence of their organizations. 

(g) The Committee may request assistance from international 
organizations or other bodies or individuals in connection with the 
preparation of its work. 

(h) In reporting any suggestions or views of the Develop
ment Committee, the Chairman shall seek to establish a sense of the 
meeting. In the event of a failure to reach a unanimous view, all 
views shall be reported, and the members holding such views shall 
be identified. 

(i) The Development Committee shall report not less than 
once a year to the Boards of Governors on the progress of its work 
and may publish such other reports as it deems desirable to carry out 
its purposes. 

U) The Development Committee may determine any aspect 
of its procedure that is not established by this Resolution. 

6. Administrative Costs 

The Bank and the Fund shall make such financial appropriations, 
in equal proportions, as are necessary for carrying out the work of 
the Development Commitree. 

7. Review 

At the end of two years from the effective date of this Resolution, 
the Boards of Governors of the Fund and the Bank shall review the 
performance of the Committee, and shall take such action as they 
deem appropriate. 

Fourth Resolution (No. 29-1 0): 

Other Immediate Steps 

The Board of Governors hereby RESOLVES as follows: 
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1 .  Need for Immediate Steps 

The Board of Governors notes the view of the Committee on 
Reform of the International Monetary System and Related Issues 
(hereinafter referred to as the Committee) that it will be some time 
before a reformed system can be finally agreed and fully implemen
ted, and it endorses the Committee's proposal that, in the interim 
period, the Fund and its members should pursue the general objec
tives set out in paragraph I of the Outline adopted by the Committee 
and should observe, so far as they are applicable, the principles 
contained in Part I of the Outline. The Board notes that in Part II of 
the Outline the Committee proposes that a number of steps should be 
taken immediately to begin an evolutionary process of reform and ro 
help meet the current problems facing both developed and developing 
members. The Board of Governors endorses the proposals of the 
Committee and the Commiuee's calls upon members to collaborate 
with the Fund and with each other to give effect to those proposals. 

2. The Adjustment Process 

The Board of Governors notes that the Committee has recognized 
that in the interim period, with the prospect of significant changes in 
the structure of balances of payments in the world, there is need for 
close international consultation and for surveillance of the adjustment 
process. The Board endorses the Committee's recommendation that 
members should be guided in their adjustment action by the general 
principles set out in paragraph 4 of the Outline. The Board endorses 
the Committee's call to members to cooperate with one another and 
with international institutions, during the current period of excep
tional and widespread payments imbalances, to find orderly means 
to deal with these imbalances without adopting policies that would 
aggravate the problems of other members, and to promote equili
brating capital flows. In this connection, the Board of Governors 
welcomes Decision No. 4241-(74/67), adopted by the Executive 
Directors on June 13 ,  1974, to establish a facility in the Fund to 
assist members in meeting the initial impact of the increase in the 
cost of oil imports. 

The Fund shall exercise surveillance of the adjustment process 
through the Council when established (and, for the time being, the 

565 



©International Monetary Fund. Not for Redistribution 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

Interim Committee on the International Monetary System) and the 
Executive Directors, on the lines of the procedures set out in para
graphs 5-l  0 of the Outline, and subject for the time being to the 
following provisos, namely that: 

(a) the Fund shall seek to gain further experience in the use 
of the objective indicators, including reserve indicators, on an 
experimental basis, as an aid in assessing the need for adjustment, 
but shall not use such indicators to establish any presumptive or 
automatic application of pressures; 

(b) determination of what is a disproportionate movement in 
reserves shall be made in the light of the broad objectives of 
members for the development of their reserves over a period ahead, 
as discussed with the Fund; and 

(c) the pressures that may be applied to members in large 
and persistent imbalance shall continue to be those at present 
available to the Fund. 

3. Exchange Rates 

The Board of Governors notes that the Committee has stressed 
that, during the interim period, exchange rates will continue to be a 
matter for international concern and consultation, and has attached 
particular importance to the avoidance of competitive depreciation or 
undervaluation. The Board endorses these views and notes with satis
faction that in accordance with the Committee's recommendation the 
Executive Directors have taken Decision No. 4232-(74/67), adopted 
June 1 3 , 1974, on guidelines for the management of floating 
exchange rates during the present period of widespread floating. 

4. Controls 

The Board of Governors endorses the Committee's recommenda
tion that, during the interim period, countries should be guided by 
the principles set out in paragraphs 14-17 of the Outline in relation 
to controls and to cooperative action to limit disequilibrating capital 
flows. The Board endorses the Committee's view that particular im
portance must be attached to avoiding the escalation of restrictions 
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on trade and payments for balance of payments purposes during the 
interim period. The Board endorses the invitation to members to sub
scribe on a voluntary basis tO the Declaration concerning trade and 
other current account measures for balance of payments purposes 
attached to the Committee's final communique. and requests mem
bers to consider subscribing to the Declaration if they have not 
already done so. The Board notes with satisfaction that the Executive 
Directors are developing the necessary procedures in connection with 
the Declaration, and are making arrangements for continuing close 
cooperation with the CONTRACTING PARTIES to the General Agree
ment on Tariffs and Trade. 

5 .  Global Liquidi1y 

The Board of Governors endorses the Commiuce · s call to mem
bers to cooperate with the Fund during the interim period in seeking 
to promote the principle of better management in global liquidity as 
set out in paragraph 2(d) of the Outline. In accordance with the Com
mittee's recommendation, the Fund shall assess global reserves and 
take decisions on the allocation and cancellation of special drawing 
rights consistently with paragraph 25 of the Outline. The Fund shall 
periodically review the aggregate volume of official currency hold
ings in accordance with paragraph 1 9  of the Outline and, if they are 
judged to show an excessive increase, the Fund shall consider with 
the members concerned what steps might be taken to secure an order
ly reduction. 

In accordance with the Committee's recommendation, the Fund 
shall give consideration to substirution arrangemems. 

fn accordance with the Committee's recommendation. the Fund 
shall give further study to arrangements for gold in the light of the 
agreed objectives of reform. 

6 .  Valualion of the Special Drawing Righi 

The Board of Governors notes with satisfaction that, following the 
Committee's recommendation concerning the interim valuation and 
interest rate of the special drawing right, the Executive Directors 
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have taken the following decisions on these questions: No. 4233-
* 

(74/67) S, adopted June 1 3 ,  1974; No. 4234-(74/67) S, * adopted 
June 1 3 ,  1974; No. 4236-(74/67) S,* adopted June 13 ,  1974; 
No. 4257-(74/76), adopted June 28, 1974; and No. 4261 -(74/78) S, 
adopted July I ,  1974. These decisions provide for an interim valua
tion of the special drawing right without prejudice to the method of 
valuation to be adopted in a reformed system. 

7 .  The Special Interests of Developing Countries 

The Committee has recognized the serious difficulties that are fac
ing many developing members, and has agreed that their needs for 
financial resources will be greatly increased. It has urged all 
members with available resources to make every effort to supply 
these needs on appropriate terms. To this end, the Committee has 
called upon members with available resources and upon development 
finance institutions to make arrangements to increase the flow of 
concessionary funds, and to give consideration to various measures 
including the redistribution of aid effort in favor of members in 
greatest need, interest subsidies, and short-term debt relief on official 
loans in the special circumstances of members without access to 
financial markets. The Board of Governors notes with satisfaction 
that, following the Committee's recommendation, the Executive 
Directors have taken Decision No. 4377-(741 1 14), adopted Septem
ber 13 ,  1974, to establish a new facility in the Fund under which 
developing members in particular are likely to receive balance of 
payments finance for longer periods and in amounts larger in relation 
to quota than has been the practice under existing tranche policies. 
The Board notes that the Committee is not unanimous on the question 
of establishing a link between development assistance and the 
allocation of special drawing rights and invites the Interim 
Committee established by the Second Resolution to consider the pos
sibility and modalities of establishing such a link simultaneously with 
the preparation by the Executive Directors of draft amendments of 
the Articles of Agreement, which it is envisaged would be presented 
for the approval of the Board by February 1975. 

• Annual Report of the £recwive Directors for the Fiscal Year Endeil April 30. 1974. 
pages 116-18, 119.  
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8 .  General Review of Quotas 

The Board of Governors endorses rhe Committee· s request to the 
Executive Directors to complete, as soon as possible, their work on 
the current general review of quotas, and in doing so to bear in mind 
the general purposes of the reform. 

9. Amendments to the Articles of Agreement 

The Board of Governors notes that certain of the immediate steps 
recommended in Parr U of the Outline require amendment of the 
Articles of Agreement, and that, following the Committee's recom
mendation in paragraph 4 1  of the Outline, the Executive Directors 
have begun their consideration of draft amendments of the Articles 
of Agreement to give effect to this part of the Outline or as otherwise 
desired. 

The Board requests the Executive Directors to transmit any draft 
amendments that they prepare pursuant to paragraph 4 1  of the Out
line to the Interim Committee for consideration in accordance with 
paragraph 3(ii) of the Second Resolution and, if agreed, for pre
sentation to the Board of Governors for its approval. 

Interim Committee: Rules of Procedure 

I .  Committee Members, Associates, and Alternates 

The Secretary of the Fund shall be informed of the appointment 
of all members of the Committee and their associates and of the 
designation of alternates. The Secretary shall notify periodically all 
Governors and members of the Committee of these appointments and 
shall notify all members of the Committee of these designations. 

2 .  Meetings 

(a) Except in special circumstances, the Chairman shall cause 
all members of the Committee and their associates to be notified at 
least ten days in advance of any meeting. 
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(b) Persons invited by the Committee to attend during the 
discussion of an item on the agenda of a meeting may submit 
documents on that item and join in the discussion. 

3 .  Agenda 

A provisional agenda to be adopted by the Committee shall be 
prepared for each meeting by the Chairman after consulting the 
members of the Committee and the Managing Director of the Fund, 
and shall be distributed as far in advance of the meeting as possible. 
Any member of the Committee may propose the addition of an item 
to the provisional agenda. 

Adopted October 3, 1974 
by the Interim Committee 

Development Committee: Rules of Procedure 

I . Committee Members, Associates, and Alternates 

The Executive Secretary of the Committee shall be informed of 
the appointment of all members of the Committee and their associates 
and of the appointment of alternates. The Executive Secretary shall 
notify periodically all Governors and members of the Committee of 
these appointments. 

2 .  Meetings 

(a) Except in special circumstances, the Chairman shall, after 
consultation with the members, cause all members of the Committee 
and their associates to be notified at least 30 days in advance of any 
meeting, and documents shall be distributed at least 30 days in 
advance of the meeting, if possible. 

(b) Persons invited by the Committee to attend during the 
discussion of an item on the agenda of a meeting may submit docu
ments on that item and join in the discussion. 
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3.  Agenda 

A provisional agenda to be adopted by the Committee shall be 
prepared for each meeting by the Chairman after consulting the 
members of the Committee, the President of the Bank and the 
Managing Director of the Fund, and shall be distributed as far in 
advance of the meeting as possible. Any member of the Committee 
may propose the addition of an item to the provisional agenda. 

Adopted January 1 7, 1975 
by the Development Commiuee 

Development Committee: Changes in the 
Organization of Work and Structure of 

the Secretariat Function 

I .  The Development Committee would be continued as a Joint 
Bank/Fund Committee with its present broad mandate to consider all 
matters relating to the transfer of real resources. 

2. The Development Committee's main function would be that of 
a discussion forum, including its use as a "reserve forum" for the 
discussions of issues relating to the operations of the instiwtions 
when circumstances warrant it. 

3 .  The Chairman of the Development Committee, the Managing 
Director of the Fund, and the President of the Bank would be jointly 
responsible for organizing the work of the Development Committee 
with a view to more effective performance. 

4.  The independence of the Development Committee would be re
flected in the ability to present ideas freely to members of the 
Committee-the work of the Committee would not be bound by a 
narrow definition of the responsibilities of the Bank and the Fund. 

5. The Boards of the Bank and the Fund would be used as pre
paratory bodies for the work of the Development Committee 
including its agenda and work program, as well as reviewing and 
sharpening issues in papers prepared for Committee consideration. 
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6 .  To assure that proposals and views expressed by the Executive 
Directors are fully reflected in the papers, agenda and work 
program, when they meet on Development Committee matters, they 
will do so as Committees of the Whole of the Executive Boards. 

7. Senior Officials would not be part of the institutional 
framework. However, Ministerial Deputies could meet on an ad hoc 
basis, when appropriate, to consider special issues. Since they would 
be Deputies to Ministers, the decision to convene them would be one 
for the Ministers. 

8 .  The Secretariat would be reduced to a senior official who 
would serve as Executive Secretary. He would assist the Chairman. 
Managing Director and President in ensuring the effectiveness of the 
Development Committee's work. The Secretariat service required by 
the Development Committee would be provided by Bank/Fund staff. 

9. The Working Group would be abolished. Task Forces-with 
a specific limited task and duration-might be used for cenain issues 
with approval of the Development Committee. 

10 .  Studies and papers for the Committee would normally be pre
pared by regular Fund/Bank staff, but consultants or other agencies 
may be asked by the Committee to contribute work under certain 
circumstances. 
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D. Increases in Quotas of Members
Sixth General Review 

WHEREAS the Executive Directors have considered the adjust
ment of the quotas of members in accordance with the Resolution 
of the Board of Governors of the International Monetary Fund at 
its 1975 Annual Meeting: 

That the Board of Governors, having noted the report of the Exe
cutive Directors entitled "Increases in Quotas of Members-Sixth 
General Review, "  dated August 22, 1975, and having endorsed 
the understandings reached so far by the Interim Committee on 
this subject, continues its review under Article Ill,  Section 2 and 
requests the Executive Directors to complete as promptly as pos
sible their work on this matter on increases in individual quotas 
and on the mode of payment of subscriptions in respect of them 
and to submit appropriate proposals to the Board of Governors. 
after consideration of them by the Interim Committee: 

WHEREAS the Executive Directors have submitted to the Board 
of Governors a report entitled "Increases in Quotas of Fund Mem
bers-Sixth General Review" containing recommendations on in
creases in the quotas of individual members of the Fund; and 

WHEREAS the Interim Committee of the Board of Governors on 
the International Monetary System has endorsed the recom
mendations contained in the report of the Executive Directors: and 

WHEREAS the Executive Directors have been requested to prepare 
and submit to the Board of Governors as soon as possible proposals 
to amend the Articles of Agreement of the Fund, including a 
proposal for the modification of the provisions relating to the 
payment of increases in quotas; and 

WHEREAS the Executive Directors have recommended the adop
tion of the following Resolution of the Board of Governors. which 
Resolution proposes increases in the quotas of members of the Fund 
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as a result of the sixth general review of quotas and deals with 
certain related maners, by vote without meeting pursuant to Sec
tion 1 3  of the By-Laws of the Fund; 

NOW, THEREFORE, the Board of Governors hereby RESOLVES 

that: 

l .  The International Monetary Fund proposes that, subject to the 
provisions of this Resolution, the quotas of members of the Fund 
shall be increased to the amounts shown against their names in the 
Annex

* 
to this Resolution, provided that any member may consent 

to an increase in its quota that is smaller than the one shown in the 
Annex, and may consent thereafter to further increases up to rhe 
amount shown against its name in the Annex not later than the date 
prescribed by or under paragraph 5 below. Each increase shall be a 
whole number in millions of special drawing rights. 

2. A member's increase in quota as proposed by this Resolution 
shall not become effective unless the member has notified the Fund 
of its consent to the increase not later than the date prescribed by or 
under paragraph 5 below and has paid the increase in quota in full, 
provided that no increase in quota shall become effective before (i) 
the effective date of the second amendment of the Articles or (ii) the 
date of the Fund's determination that members having not less than 
three fourths of the total of quotas on February 19,  1976 have con
sented to increases in their quotas, whichever is the later of these 
dates. 

3. A member shall pay 25 percent of the increase in special draw
ing rights, the currencies of other members specified, with their 
concurrence, by the Fund, or in the member's own currency, and 
shall pay the balance of the increase in its own currency. 

4. A member shall, within six months after the date of the adop
tion of this Resolution, make arrangements satisfactory to the Fund 
for the use of the member's currency in the operations and transac
tions of the Fund in accordance with its policies, provided that the 

*
Not included in this publication. 
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Executive Directors may extend the period within which such ar
rangements shall be made. 

5 .  Notices in accordance with paragraph 2 above shall be  exe
cuted by a duly authorized official of the member and must be re
ceived in the Fund not later than one month after the effective date 
of the second amendment of the Articles, provided that the Executive 
Directors may extend this period as they may determine. 

6. Each member shall pay to the Fund the increase in its quota 
within 60 days after (a) the date on which it notifies the Fund of its 
consent or (b) the effective date of the second amendment of the 
Articles or (c) the date of the Fund's determination under para
graph 2(ii) above, whichever is latest. 

7.  The seventh general review of quotas shall be completed by 
February 9 ,  1978. 
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E. Increases in Quotas of Fund Members
Seventh General Review 

REPORT OF THE EXECUTIV E  BOARD TO THE 

BOARD OF GOVERNORS 

I .  Article III, Section 2(a) of the Articles of Agreement provides 
that "The Board of Governors shall at intervals of not more than five 
years conduct a general review, and if it deems it appropriate, pro
pose an adjustment of the quotas of the members. It may also, if it 
thinks fit, consider at any other time the adjustment of any particular 
quota at the request of the member concerned. "  This report and the 
attached Resolution on increases in quotas under the current, i .e . ,  the 
Seventh, General Review are submitted to the Board of Governors in 
accordance with Article I l l .  Section 2 .  

In  their Resolution of March 22, 1976, * the Board of Governors 
decided that "The Seventh General Review of Quotas shall be com
pleted by February 9, 1978." The review was not completed by that 
date. At its meeting in Mexico City in April 1978, considerable 
progress was made by the Interim Committee toward achieving a 
consensus on the Seventh Review as reflected in the communique 
issued at the end of its meeting on April 30, 1978. 

2. At the last meeting of the Interim Committee in Washington 
in September 1978, understandings were reached on all major issues 
of the Seventh Review, as reflected in the relevant passages from the 
Committee's communique of September 24, 1978, as follows: 

The Commiuee resumed its discussion of the Seventh General Review of 
Quotas and considered three major issues relating to it: the size of the overall 
increase in quotas. selective quota adjustments, and the method of payment of 
the increases in quotas. These issues were considered by the Committee in 
conjunction with the various issues relating to the SDR with which they are 
regarded as interrelated. The Commiuee recalled its view that there was a need 
for an increase in total quotas under the Seventh Review that would be adequate 

'"
see pages 574-75. 
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to meet the cxpel:ted need for conditional liquidity over the next five years. The 
Commiuee also recalled its view that an adequate increase would strengthen the 
available sources of balance of payments financing by enhancing the ability of 
the Fund to provide such financing without heavy recourse 10 borrowing and by 
furthering the process of international adjustment. 

The Commiuee's view was that an increase in the overall size of quotas of 
50 percent would be appropriate to bring about a beuer balance between the size 
of the Fund's resources and the need of members for balance of payments 
financing over the medium term. The Commiuee noted that the Executive Board 
does not intend to propose a general adjustment in quotas for five years after the 
Board of Governors approves the increase in quotas under the Seventh Review. 
unless there is a major change in the world economy and its financing needs. 

The Committee noted with satisfaction that agreement had been reached on 
selective quota increases for I I  developing member countries: Iraq. Iran, 
Korea, Kuwait, Lebanon. Libya, Oman. Qatar. Saudi Arabia, Singapore, and 
the United Arab Emirates. 

Taking into account the conclusions reached on the issues relating to SDRs, 
including allocations of SDRs, the Commiuee was of the view that, for the 
quota increases proposed as a result of this review, panicipants in the Special 
Drawing Rights Department should pay 25 percent of the quota increase in 
SDRs and that nonpanicipants should pay the equivalent of 25 percent of the 
increase in foreign exchange. 

The Committee agreed to request the Executive Board to prepare and com
plete by November l ,  1978. for final decision and vote by the Board of Gover
nors before the end of the year, a proposed resolution on increases in the quotas 
of members, which would include necessary provisions dealing with participa
tion, the effective date of quota increases. and the method of payment of the 
increases in accordance with the understanding reached in the Committee. 

The communique also included the following passage: 

The Committee reached the conclusion . . .  [on the issues related to SDRsl 
. .  with the understanding that these conclusions are interrelated and must be 

adopted in their entirety together with the understandings reached by the Com
miuee on the Seventh General Review of Quotas. In the view of the Committee, 
therefore, decisions on all these issues relating to SDRs and on the Seventh 
General Review should be taken at the same time. 

3 .  The Executive Board has considered a number of factors, both 
of a qualitative and quantitative nature, that affect the expected need 
for conditional liquidity and the Fund's ability to finance that need 
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over the medium term without heavy reliance on borrowing. One fac
tor is the extent of the growth of, and possible fluctuations in, the 
value of international transactions; another factor is the likely 
continuation of relatively large payments imbalances for many coun
tries in the next few years. In these circumstances, the demand for 
balance of payments financing may well rise, and the Fund's re
sources should be sufficient to permit the Fund to finance a reason
able share of that demand. 

Furthermore, the Executive Board, while acknowledging the con
tribution made by the international capital markets to the effective 
functioning of the international monetary system over the last few 
years, believes that an increase in Fund quotas can promote the pro
cess of international adjustment in ways that could not be achieved 
through the private markets. The Fund provides its members with 
balance of payments financing on the understanding that these mem
bers will follow appropriate policies of economic adjustment. In 
these circumstances, members' access to the Fund's resources must 
be sufficiently large to induce members with substantial balance of 
payments needs to use those resources and to pursue economic poli
cies and programs which the Fund is able to support. While access 
to the Fund's resources in terms of quota is now considerably in 
excess of the traditional policy norm of 100 percent of quota under 
the credit tranche policy, the ratio between access to Fund credit and 
payments imbalances is considered to be lower than a decade ago. 

In recent years, the Fund has established or expanded a number 
of special facilities to help deal with certain balance of payments 
problems of its members. Some of them, notably the Extended Fund 
Facility and the expanded Compensatory Financing Facility, which 
are of a continuing character, have increased access to Fund 
resources in relation to quota without additional financing being 
available to the Fund. On the other hand, borrowing by the Fund for 
the Oil Facilities of 1974 and 1975 and the Supplementary Financing 
Facility, which is expected to come into operation shortly, entailed, 
or will entail, the creation of claims on the Fund's general resources 
which are encashable on demand if a lender has a balance of pay
ments need. Moreover, as was the case with the Oil Facilities, the 
resources provided under the Supplementary Financing Facility will 
augment members' access for a limited period of time only. At the 
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end of that period, the Fund will be faced with both a reduction in 
the resources available to meet the needs of members and possibly 
large liquid liabilities relative to its quotas. 

In view of the possibility of large payments imbalances over the 
next few years and the distribution of such imbalances, the Fund· s 
liquidity position is likely to be vulnerable, even though the volume 
of usable currencies available to the Fund has recently increased. 
Resources made available through increases in quotas give the Fund 
a more assured access to resources than borrowing. 

In light of the above considerations, the Executive Board is of the 
view that, in general , increased access to the Fund's resources 
should, over the longer run, normally result from an increase in 
Fund quotas. 

4 .  For these reasons, and in accordance with the understandings 
reached by the Interim Committee at its meeting on September 24. 

1978, the Executive Board now proposes to the Board of Governors 
increases in Fund quotas of 50 percent for most members and special 
increases for 1 1  members. The Executive Board does nm imend 10 
propose a general adjustment of quotas for five years after the Board 
of Governors adopts this Resolution, unless there is a major change 
in the world economy and its financing needs. 

5 .  The Executive Board will review the customary method of cal
culating quotas after the Seventh General Review of Quotas has been 
completed. In the context of the next general review of quotas, the 
Executive Board will examine the quota shares of members in 
relation to their positions in the world economy with a view to ad
justing those shares better to reflect members' relative economic 
positions while having regard to the desirability of an appropriate 
balance in the composition of the Executive Board. 

6. Under the proposed Resolution, a member will be able to 
consent to the increase in its quota at any time on or before No
vember 1 ,  1 980. Therefore, unless this period is extended by the 
Executive Board, members will have until November 1 .  1980 to take 
whatever action may be necessary under their Jaws to enable them 10 
give their consent. 
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7. I t  is proposed that the increase in a member's quota will take 
effect on the latest of the following three dates: 

(a) The date on which the Fund receives the member's con
sent to the increase in quota; 

(b) The date of the payment of the increase in subscription: 
and 

(c) The date on which the Fund determines that the participa
tion requirement in paragraph 2 of the proposed Resolution has been 
satisfied. The proposed Resolution provides, however, that if the par
ticipation requirement in paragraph 2 has not been met by June 30, 
1980, no increase in quotas under the Seventh Review would become 
effective until after October 5,  1980, so that there would be no 
changes in quotas during, or shortly before, the 1980 Annual 
Meeting of the Board of Governors, when the next election of 
Executive Directors will take place. 1 f the participation requirement 
were met during the period July I to October 5,  1980, increases in 
quotas would become effective only after October 5 ,  1980. 

The participation requiremem in paragraph 2 is reached when the 
Fund determines that members having not less than 75 percent of the 
total of quotas on November I ,  1978 have consented to increases in 
their quotas. In determining whether this degree of participation has 
been reached, the Fund will take into account all consents to in
creases, whether they are increases to the maximum amount provided 
for or to a smaller amount. 

8 .  The proposed Resolution does not provide for increases in 
quotas by fixed installments. A member will be able, however, to 
consent to an increase smaller than the maximum provided for. The 
member will be able to consent to further increases, up to the maxi
mum provided for, at a later date, provided it is within the period for 
consent under paragraph 3 of the proposed Resolution. 

9. The proposed Resolution provides that a member must pay 
the increase in its subscription within 30 days after (a) the date on 
which the member notifies the Fund of its consent, or (b) the date on 
which the participation requirement is met, whichever is the later. 
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I 0 .  Reflecting the understandings reached at the September 1978 
meeting of the Interim Committee, 25 percent of the increase in 
quotas proposed as a result of the current review should be paid in 
SDRs for those members that are participants in the Special Drawing 
Rights Department, and 25 percent of the increase in the quotas of 
nonparticipants should be paid in the currencies of other members 
specified by the Fund, subject to their concurrence. The balance of 
the increase shall be in a member's own currency. These payments 
are in accordance with the prescription of Article III, Section 3(a). 
and therefore it is not necessary to include any provision for the 
payment of increases in the Resolution. 

1 1 .  In accordance with paragraph 3 of the Interim Committee's 
communique of September 24, 1978, the Executive Board has taken 
decisions on aspects of the special drawing right that are referred to 
in paragraph 5 of that communique. These decisions will become ef
fective on the dates referred to in them if the proposed Resolution 
and the Resolution on allocations of SDRs become effective. The 
proposed Resolution provides that it will become effective if it and 
the proposed Resolution on the Allocation of Special Drawing Riglm 
are adopted by the necessary majority of the total voting power for 
each. 

12 .  The Executive Board recommends adoption of  the attached 
Resolution. The attached Resolution is designed to enable the Board 
of Governors to vote at one time on all matters connected with the 
increases in quotas under the Resolution. 

October 25, 1978 

* 
Proposed Resolution of the Board of Governors 

WHEREAS the Executive Board has submitted to the Board of 
Governors a report entitled "Increases in Quotas of Fund Mem
bers-Seventh General Review" containing recommendations on 
increases in the quotas of individual members of the Fund: and 

*
Adopted by the Board of Governors, effective December I I .  1978. and designated No. 34·2. 
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WHEREAS the Executive Board has recommended the adoption of 
the following Resolution of the Board of Governors, which Reso
lution proposes increases in the quotas of members of the Fund as a 
result of the Seventh General Review of Quotas and deals with cer
tain related malters, by vote without meeting pursuant to Section 13 
of the By-Laws of the Fund; 

NOW, THEREFORE, the Board of Governors hereby RESOLVES 

that: 

I .  The International Monetary Fund proposes that, subject ro rhe 
provisions of this Resolution, the quotas of members of the Fund 
shall be increased to the amounts shown against their names in the 
Annex to this Resolution. provided that any member may consent to 
an increased quota that is smaller than the one shown in the Annex. 
and may consent thereafter ro further increases that raise its quota to 
the amount shown against its name in the Annex not later than the 
date prescribed by or under paragraph 3 below. 

2. A member's increase in quota as proposed by this Resolution 
shall not become effective unless the member has notified the Fund 
of its consent to the increase not later than the date prescribed by or 
under paragraph 3 below and has paid the increase in quota in full, 
provided that (a) no increase in quota shall become effective before 
the date of the Fund's determination that members having not less 
than three-fourths of the total of quotas on November l ,  1978 have 
consented to increases in their quotas, and (b) if the determination 
has not been made before July I ,  1980, no increase in quota shall 
become effective until after October 5, 1980. 

3 .  Notices in  accordance with paragraph 2 above shall be exe
cuted by a duly authorized official of the member and must be re
ceived in the Fund not later than November I ,  1980, provided that 
the Executive Board may extend this period as it may determine. 

4 .  Each member shall pay to the Fund the increase in its quota 
within 30 days after the later of (a) the date on which it notifies the 
Fund of its consent or (b) the date of the Fund's determination under 
paragraph 2 above. If this determination is made in the period 
between July I and October 5 ,  1980, for the purpose of this para
graph it shall be deemed to have been made on October 5 ,  1 980. 
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5 .  This Resolution shall become effective if i t  and the Proposed 
Resolution on Allocation of Special Drawing Rights for the Third 
Basic Period are adopted by the necessary majority of the total 
voting power for each. 
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I .  Afghanistan . . 
2. Algeria . . . . . 
3. Argentina . . . . 
4. Australia 
5 .  Austria 

6. Bahamas 
7. Bahrain 

. . . . 
. . . . . 

. . . . 
. . . . . 

8. Bangladesh . . .  
9 .  Barbados 
10.  Belgium . . . .  

1 1 .  Benin . . . . .  
12 .  Bolivia • • •  0 .  

13 .  Botswana . . . . 
14. Brazil . . . . . . 
15 .  Burma . . . . . 

16. Burundi . . . . .  
17. Cameroon . . .  
1 8 .  Canada . . . . .  
19. Central African 

Empire . . . .  
20. Chad . . . . . .  

2 1 .  Chile . . . . . . 
22. China, Republic of 
23. Colombia . 
24. Comoros . . . . 
25. Congo. People's 

Republic of the 

26. Costa Rica . . . 
27. Cyprus . . . . .  
28. Denmark . . . . 
29. Dominican 

Republic 
30. Ecuador 

. . .  
0 • • •  

Proposed 
Maximum 

Quota 
(In millions 

of SDRs) 

67.5 
427.5 
802.5 

1 , 1 85.0 
495.0 

49.5 
30.0 

228.0 
25.5 

1.335.0 

24.0 
67.5 
13.5 

997.5 
109.5 

34.5 
67.5 

2,035.5 

24.0 
24.0 

325.5 
550.0 
289.5 

3.5 

25.5 

61 .5 
5 1 .0 

465.0 

82.5 
105.0 

ANNEX 
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3 1 .  Egypt . . . . . .  
32. El Salvador . . 
33. Equatorial Guinea 
34. Ethiopia . . . .  
35. Fiji . . . . . . . 

36. Finland . . . . .  
37. France . . . . . 
38. Gabon . . . . . .  
39. Gambia. The 
40. Germany, Federal 

Republic of 

4 1 .  Ghana . . . . . .  
42. Greece . . . . .  
43. Grenada . . . .  
44. Guatemala . . .  
45. Guinea . . . . . 

46. Guinea-Bissau 
47. Guyana . . . . . 

48. Haiti . . . . . .  
49. Honduras . . . .  
50. Iceland 

5 1 .  India 

. . . . . 

. . . . . .  
52. Indonesia . . . .  
53. Iran . . . . . . .  
54. Iraq . . . . . . . 

55. Ireland . . . . .  

56. Israel . . . . . .  
57. Italy . . . . . . .  
58. Ivory Coast . .  
59. Jamaica . . . . .  
60. Japan . . . . . .  

6 1 .  Jordan . . . . .  
62. Kampuchea 

Democratic . .  

Proposed 
Maximum 

Quota 
(In millions 

ofSDRs) 

342.0 
64.5 
15.0 
54.0 
37.0 

393.0 
2.878.5 

45.0 
13 .5 

3.234.0 

159.0 
277.5 

4.5 
76.5 
45.0 

5.9 
37.5 
34.5 
5 1 .0 
43.5 

1,717.5 
720.0 

1.075.0 
234.1 
232.5 

307.5 
1,860.0 

1 14.0 
I I  1.0 

2,488.5 

45.0 

25.0 
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Proposed 
Maximum 
Quota 

(In millions 

ofSDRs) 

63. Kenya . . . . . .  103.5 
64. Korea . . . . . .  255.9 
65. Kuwait . . . . .  393.3 

66. Lao People's 
Democratic Republic 24.0 

67. Lebanon . . . .  
68. Lesotho . . . . .  
69. Liberia . . . . .  
70. Lybia . . . . . .  

7 I .  Luxembourg . .  
72. Madagascar . .  
73. Malawi . . . . .  
74. Malaysia 
75. Maldives . . . .  

76. Mali . . . . . . . 
77. Malta 0 .  

78. Mauritania 0 0 0 

79. Mauritius . . . .  
80. Mexico 

81. Morocco 

. . . . .  

. . . . 
82. Nepal . . . . . . 
83. Netherlands 0 0 

84. New Zealand 
85. Nicaragua • 0 0 

!!6. Niger . . . . . . 
87. Nigeria . . . . .  
88. Norway . . . . .  
89. Oman 
90. Pakistan . . . .  

9 1 .  Panama . . . . . 
92. Papua 

New Guinea 
93. Paraguay . . . .  
94. Peru . . . . . . .  
95. Philippines 0 0 .  

27.9 
10.5 
55.5 

298.4 

46.5 
5 1 .0 
28.5 

379.5 
1.4 

40.5 
30.0 
25.5 
40.5 

802.5 

225.0 
28.5 

1,422.0 
348.0 

5 1 .0 

24.0 
540.0 
442.5 

35. 1  
427.5 

67.5 

45.0 
34.5 

246.0 
315.0 
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96. Portugal . . .. . 
97. Qatar . . . . . .  
98. Romania . . . .  
99. Rwanda . . . . 
100. Sao Tome and 

Principe 0 0 .  

10 I .  Saudi Arabia 
102. Senegal . . . .  
103. Seychelles 0 0 

104. Sierra Leone 
I 05. Singapore . . .  

106. Solomon Island 
107. Somalia 0 0 

108. South Africa 
109. Spain . . . . .  
1 10. Sri Lanka • 0 .  

I l l .  Sudan . . . . .  
I 12. Suriname 0 0 0 

1 13 .  Swaziland . . .  
1 14. Sweden . . . .  
1 15 .  Syrian Arab 

Republic 

1 1 6. Tanzania 
1 17 .  Thailand 
1 1 8. Togo . . . . . .  
I 19. Trinidad and 

Tobago . . . .  
120. Tunisia 

1 2 1 .  Turkey . . . . 
122. Uganda . . . .  
123. United Arab 

Emirates . . .  
124. United Kingdom 
125. United States . 

ProJW$Cd 
Maximum 
Quma 

(In nul/tons 
ofSDR.f) 

258.0 
66.2 

367.5 
34.5 

3.0 

1040 . 1  
63.0 
2.0 

46.5 
92.4 

3.2 
34.5 

636.0 
835.5 
178.5 

132 .0 
37.5 
18.0 

675.0 

94.5 

82.5 
271.5 
28.5 

123.0 
94.5 

300.0 
75.0 

202.6 
4.387.5 

12.607.5 
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126. Upper Volta . 
127. Uruguay 
128. Venezuela . .  
129. Viet-Nam, Socialist 

Republic of . 
130. Western Samoa 
13 I .  Yemen Arab 

Proposed 
Maximum 
Quota 

(In millions 
ofSDRs) 

24.0 
126.0 
990.0 

135.0 
4.5 

Republic of . 19.5 
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132. Yemen, People's 
Democratic 
Republic of . 

133 .  Yugoslavia . .  
134. Zaire . . . . .  . 
135. Zambia . . .  . 

Proposed 
Maximum 

Quota 
(In millions 

o[SDRs) 

61.5 
415.5 
228.0 
2 1 1 .5 



©International Monetary Fund. Not for Redistribution 

F. Increases in Quotas of Members
Eighth General Review 

REPORT OF THE EXECUTIVE BOARD TO THE 

BOARD OF GOVERNORS 

I .  Article I I I .  Section 2(a) of the Articles of Agreement provides 
that "The Board of Governors shall at intervals of not more than five 
years conduct a general review, and if it deems it appropriate, pro
pose an adjustment of the quotas of the members. 1£ may also, if it 
thinks fit, consider at any other time the adjustment of any particular 
quota at the request of the member concerned. "  This report and the 
attached Resolution on increases in quotas under the current, i .e . ,  
Eighth. General Review are submitted to the Board of Governors in 
accordance with Article III, Section 2. 

2. The Seventh General Review of Quotas was completed by 
Board of Governors Resolution No. 34-2, adopted December I I .  
1978. To comply with the five-year interval prescribed by Arti
cle I l l ,  Section 2(a), the Eighth General Review has to be completed 
not later than December I l ,  1983. In the Report of the Executive 
Board to the Board of Governors on Increases in Quotas of Fund 
Members-Seventh General Review, it was stated that: 

The Executive Board will review the customary method of calculating quotas 
after the Seventh Review of Quotas has been completed. In the comext of the 
next general review of quotas. the Executive Board will examine the quota 
shares of members in relation to their positions in the world economy with 
a view to adjusting those shares better to reflect members' relative economic 
positions while l1t1ving regard to the desirability of an appropriate balance 
in the composition nf the Executive Board. 

3 .  At its meeting in Helsinki, Finland, in May !982, the lmerim 
Committee urged the Executive Board to pursue its work on the 
Eighth General Review as a matter of high priority. At that meeting 
the Committee also ·· . . . noting that the present quotas of a signi
ficant number of members do not reflect their relative positions in 
the world economy . . . .  reaffirmed its view that the occasion of an 
enlargement of the Fund under the Eighth General Review should be 
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used to bring the quotas of these members more in line with their 
relative positions, taking account of the case for maintaining a proper 
balance between the different groups of countries. "  At its meeting in 
Toronto, Canada, in September 1982, the Committee noted that 
"there was widespread support in the Committee on the urgent need 
for a substantial increase in quotas under the Eighth General 
Review" and "urged the Executive Board to pursue its work on the 
issues of the Review as a matter of high priority, so that the 
remaining issues on the size and distribution of the quota increase 
could be resolved by the time of the Committee's next meeting in 
April 1983 ."  

4 .  In  its discussions on the Eighth General Review, the Executive 
Board has considered, inter alia, (i) the method of calculating quotas: 
(ii) the size of the overall increase in quotas; (iii) the distribution of 
the overall increase; (iv) the position of countries with very small 
quotas in the Fund; and (v) the mode of payment for the increase in 
quotas. 

5 .  As regards the Executive Board's review of the method of 
calculating quotas, the Executive Board agreed to certain changes 
regarding the quota formulas used for calculating quotas in con
nection with the Eighth General Review. The Executive Board ac
cepted the quota calculations based on the revised quota formulas as 
reasonable indicators of the relative positions of countries in the 
world economy, though some Directors felt that they do not provide 
a wholly satisfactory measure of relative economic positions. It is 
understood that the changes that have been made do not preclude 
further appropriate changes in connection with future reviews. 

6 .  At the meeting of the Interim Committee held in Washington 
in February 1983, which had been advanced from April I 983, agree
ment was reached on all major issues of the Eighth Review, as re
flected in the relevant passages from the Committee's communique 
of February I I ,  1983, as follows: 

(a) The total of Fund quotas should be increased under the Eighth 
General Review from approximately SDR 6 1  .03 billion to SDR 90 billion 
(equivalent to about US$98.5 billion). 

(b) Forty percent of the overall increase should be distributed to all 
members in proportion to their present individual quotas, and the balance of 
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sixty percent should be distributed in the form of selective adjustments in 
proportion to each member's share in the total of the calculated quotas, i .e . .  
the quotas that broadly reflect members' relative positions in  the world 
economy. 

(c) Twenty-five percent of the increase in each member's quota should 
be paid in SDRs or in usable currencies of other members. 

The Committee also considered the possibility of a special adjust
ment of very small quotas. i .e. ,  those quotas that are currently less 
than SDR 1 0  million, and agreed to refer this matter to the Executive 
Board for urgent consideration in connection with the implementation 
of the main decision. 

7. As requested by the Interim Committee at its meeting on Febru
ary 1 1 , 1983, the Executive Board has considered the position of the 
1 7  members with very small quotas-i.e., those with quotas that at 
present are less than SDR 10 million. The Executive Board proposes 
that the quotas of these members should, after being increased in 
accordance with (b) quoted in paragraph 6 above, be further adjusted 
to the next higher multiple of SDR 0.5 million. The Executive Board 
proposes that all other quotas be rounded to the next higher multiple 
of SDR 0. 1 million. The rounding to SDR 0.5 million would provide 
for larger quota increases relative to presenr quotas for most of the 
members with very small quotas. 

8. In accordance with the agreement reached by the Interim Com
mittee at its meeting on February I I ,  1983, on items (a) and (b) 
quoted in paragraph 6 above and with rounding adjustments indicated 
in paragraph 7 above, the Executive Board proposes to the Board of 
Governors that the new quotas of members be as set out in the Annex 
to the proposed Resolution. These increases would raise Fund quotas 
from approximately SDR 6 1  billion to approximately SDR 90 
billion. 

9. Article III, Section 3(a) provides that 25 percent of any in
crease shall be paid in special drawing rights, but permits the Board 
of Governors to prescribe, inter alia, that this payment may be made 
on the same basis for all members, in whole or in part in the cur
rencies of other members specified by the Fund, subject to their 
concurrence. Paragraph 5 of the Resolution provides that 25 percent 
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of the increase in quotas proposed as a result of the current review 
should be paid in SDRs or in currencies of other members selected 
by the Fund, subject to their concurrence, or in any combination of 
SDRs and such currencies. The balance of the increase shall be paid 
in a member's own currency. A reserve asset payment will help 
strengthen the liquidity of the Fund and will not impose an undue 
burden on members because under the existing decisions of the Fund 
a reserve asset payment will either enlarge or create a reserve 
tranche position of an equivalent amount. In addition, the Fund 
stands ready to assist members that do not hold sufficient reserves to 
make their reserve asset payments to the Fund to borrow SDRs from 
other members willing to cooperate; these loans would be made on 
the condition that such members would repay on the same day the 
loans from the SDR proceeds of drawings of reserve tranches which 
had been established by the payment of SDRs. 

10. Under the proposed Resolution, a member will be able to con
sent only to the amount of quota proposed for it in the Annex. A 
member will be able to consent to the increase in its quota at any 
time before 6:00 p.m. ,  Washington time, November 30, 1983. In 
order to meet this time, members will have until the end of Novem
ber 1983 to complete whatever action may be necessary under their 
laws to enable them to give their consents. 

1 1 .  A member's quota cannot be increased until it has consented 
to the increase and paid the subscription. Under the proposed 
Resolution, the increase in a member's quota will take effect only 
after the Fund has received the member's consent to the increase in 
quota and a member has paid the increase in subscription, provided 
that the quota cannot become effective before the date on which the 
Fund determines that the participation requirement in paragraph 2 of 
the proposed Resolution has been satisfied. The Executive Board is 
authorized by paragraph 3 of the proposed Resolution to extend the 
period of consent. 

12 .  The participation requirement in paragraph 2 will be reached 
when the Fund determines that members having not less than 70 per
cent of the total of quotas on February 28, 1983 have consented to 
the increases in their respective quotas as set out in the Annex. 
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1 3 .  The proposed Resolution provides that a member must pay the 
increase in its subscription within 30 days after (a) the date on which 
the member notifies the Fund of its consent, or (b) the date on which 
the participation requirement is met, whichever is the later. 

1 4 .  The Executive Board recommends that the Board of Governors 
adopt the attached Resolution that covers all the matters on which the 
Governors are requested to act. The adoption of the Resolution re
quires positive responses from Governors having an 85 percent majo
rity of the total voting power. 

February 25, 1983 

Proposed Resolution of the Board of Governors
* 

WHEREAS the Executive Board has submitted to the Board of 
Governors a report entitled "Increases in Quotas of Fund Mem
bers-Eighth General Review" containing recommendations on in
creases in the quotas of individual members of the Fund; and 

WHEREAS the Executive Board has recommended the adoption of 
the following Resolution of the Board of Governors, which Resolu
tion proposes increases in the quotas of members of the Fund as a 
result of the Eighth General Review of Quotas and deals with certain 
related matters, by vote without meeting pursuant to Section 1 3  of 
the By-Laws of the Fund; 

NOW, THEREFORE, the Board of Governors hereby RESOLVES 
that: 

1 .  The International Monetary Fund proposes that, subject to the 
provisions of this Resolution, the quotas of members of the Fund 
shall be increased to the amounts shown against their names in the 
Annex to this Resolution. 

2. A member's increase in quota as proposed by this Resolution 
shall not become effective unless the member has notified the Fund 

• Adopted by the Board of Governors, effective March 31, 1983, and designated No. 38-1 . 
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of its consent to the increase not later than the date prescribed by or 
under paragraph 3 below and has paid the increase in quota in full, 
provided that no increase in quota shall become effective before the 
date of the Fund's determination that members having not less than 
70 percent of the total of quotas on February 28, 1983 have con
sented to the increases in their quotas. 

3 .  Notices in accordance with paragraph 2 above shall be exe
cuted by a duly authorized official of the member and must be re
ceived in the Fund before 6:00 p.m.,  Washington time, Novem
ber 30, 1983, provided that the Executive Board may extend this 
period as it may determine. 

4. Each member shall pay to the Fund the increase in its quota 
within 30 days after the later of (a) the date on which it notifies the 
Fund of its consent, or (b) the date of the Fund's determination 
under paragraph 2 above. 

5 .  Each member shall pay 25 percent of its increase either in 
special drawing rights or in the currencies of other members 
specified, with their concurrence, by the Fund, or in any 
combination of special drawing rights and such currencies. The 
balance of the increase shall be paid by the member in its own 
currency. 
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1 .  Afghanistan . . . .  . 
2. Algeria . . . . . . .  . 
3. Antigua and 

Barbuda . . . . . .  . 
4. Argentina 
5. Australia 

6. Austria . . . . . . .  . 
7. Bahamas . . . . . .  . 
8. Bahrain . . . . . . .  . 
9. Bangladesh . . . . .  . 

10. Barbados . . . . . .  . 

1 1 .  Belgium . . . . . .  . 
2,080.4 . . . . . . . . .  . 

12. Belize . . . . . . . .  . 
1 3 .  Benin . . . . . . . .  . 
14. Bhutan . . . . . . .  . 
1 5 .  Bolivia . . . . . . .  . 

16.  Botswana . . . . . .  . 
17.  Brazil . . . . . . . .  . 
1 8 .  Burma . . . . . . .  . 
19.  Burundi . . . . . . .  . 
20. Cameroon . . . . .  . 

2 1 .  Canada . . . . . . .  . 

22. Cape Verde . . . .  . 
23. Central African 

Republic . . . . . .  . 
24. Chad . . . . . . . .  . 
25. Chile 

26. China 
27. Colombia . . . . . .  . 

28. Comoros . . . . . .  . 
29. Congo, People's 

Republic of the . . .  

30. Costa Rica . . . . . . 

ANNEX 
Proposed 
Ma1limum 
Quota 

(In millions 

ofSDRs) 

86.7 
623.1 

5.0 
1 , 1 1 3 .0 

1 ,61 9.2 

775.6 
66.4 

48.9 

287.5 

34.1 

9.5 
3 1 .3 

2.5 

90.7 

22.1 

I ,461 .3 
137.0 

42.7 
92.7 

2,941.0 

4.5 

30.4 

30.6 

440.5 

2,390.9 
394.2 

4.5 

37.3 

84.1 
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3 1 .  Cyprus • 0 • •  0 • • •  

32. Denmark . . . . . . .  

33. Djibouti . . . . . . . 
34. Dominica . . . . . . .  
35. Dominican 

Republic . . . . . . .  

36. Ecuador • • 0 • • • •  

37. Egypt . . . . . . . . .  

38.  El Salvador . . . . .  
39. Equatorial Guinea 
40. Ethiopia . . . . . . .  

4 1 .  Fiji . . . . . . . . . .  
42. Finland 
43. France 

0 • • • • • • •  

. . . . . . . .  
44. Gabon . . . . . . . . .  
45. Gambia, The . . . .  

46. Germany, Federal 
Republic of . . . . .  

47. Ghana . . . . . . . . .  
48. Greece 
49. Grenada 

. . . . . . . .  
. . . . . . .  

50. Guatemala . . . . . .  

5 1 .  Guinea . . . . . . . .  
52. Guinea-Bissau . . . .  
53. Guyana . . . . . . . .  

54. Haiti . . . . . . . . .  

55. Honduras . . . . . . .  

56. Hungary 
57. Iceland 

• • •  0 .  0 .  

• • • • • •  0 .  

58. India . . . . . . . . . 

59. Indonesia . . . . . . .  

60. Iran, Islamic 
Republic of . . . . .  

Proposed 

Maximum 
Quota 

(In millions 

of SDRs) 

69.7 

7 1 1.0 

8.0 

4.0 

1 1 2.1 

150.7 
463.4 

89.0 

18.4 

70.6 

36.5 

574.9 

4,482.8 
73.1 

17.1 

5,403.7 

204.5 

399.9 

6.0 
108.0 

57.9 
7.5 

49.2 

44.1 

67.8 

530.7 

59.6 

2,207.7 

1 ,009.7 

1 , 1 174 
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6 1 .  Iraq . . . . . . . . . . 

62. Ireland . . . . . . . .  

63. Israel . . . . . . . . .  

64. Italy • • • • • • •  0 • •  

65. Ivory Coast . . . . .  

66. Jamaica . . . . . . . .  
67. Japan . . . . . . . . .  

68. Jordan . . . . . . . .  

69. Kampuchea, 
Democratic . . . . .  

70. Kenya • •  0 • •  0 • • •  

7 1 .  Korea 0 .  0 0 0 0 • • •  

72. Kuwait . . . . . . . .  

73.  Lao People's Demo-
cratic Republic . . 

74. Lebanon . . . . . . .  

7 5.  Lesotho . . . . . . . .  

76. Liberia 
77. Libya 

. . . . . . . . 

. • • . • • •  0 .  

78. Luxembourg . . . . .  

79. Madagascar . . . . .  

80. Malawi . . . . . . . . 

8 1 .  Malaysia . . . . . . . 

82. Maldives . . . . . . .  

83. Mali • • • • •  0 • • • •  

84. Malta . . . . . . . . .  

85. Mauritania . . . . . .  

86. Mauritius . . . . . . .  

87. Mexico 
88. Morocco 

• • 0 • • • • •  

. . . . . . .  

89. Nepal 0 0 0 0 0 0 • • •  

90. Netherlands 

9 1 .  New Zealand 

• • •  0 .  

. . . . 

92. Nicaragua • • • 0 • •  

Proposed 
Maximum 

� 
(In millions 

ofSDRs) 

504.0 

343.4 

446.6 
2,909.1 

165.5 

145.5 
4,223.3 

73.9 

25.0 
142.0 

462.8 

635.3 

29.3 
78.7 

15.1 

7 1 .3 

5 15.7 

77.0 
66.4 

37.2 

550.6 
2.0 

50.8 

45.1 
33.9 

53.6 

1 , 1 65.5 

306.6 
37.3 

2,264.8 

461.6 
68.2 
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93. Niger . . . . . . . .  . 

94. Nigeria . . . . . . . 

95. Norway . . . . . .  . 

96. Oman . . . . . . .  . 
97. Pakistan . . . . . .  . 

98. Panama . . . . . .  . 
99. Papua New Guinea 

100. Paraguay . . . . .  . 

1 0 1 .  Peru . . . . . . . .  . 
102. Philippines . . . .  . 
103. Portugal . . . . . .  . 
104. Qatar . . . . . . .  . 
105. Romania . . . . .  . 

106. Rwanda . . . . . .  . 
107. St. Lucia . . . . .  . 
108. St. Vincent . . . .  . 
109. Sao Tome and 

Principe . . . . . . 

1 10.  Saudi Arabia . . .  . 

I l l .  Senegal . . . . . .  . 

1 12.  Seychelles . . . .  . 
1 1 3 .  Sierra Leone . . .  . 
1 14.  Singapore . . . . .  . 
1 1 5.  Solomon Islands . .  

1 1 6. Somalia . . . . . .  . 
1 1 7. South Africa . . .  . 
1 18. Spain . . . . . . .  . 
1 19. Sri Lanka . . . . .  . 
120. Sudan . . . . . . .  . 

1 2 1 .  Suriname . . . . .  . 
122. Swaziland . . . . .  . 

123. Sweden . . . . . .  . 
124. Syrian Arab Republic 
125. Tanzania . . . . .  . 

Proposed 
Maximum 
Quota 

(In millions 

of SDRs) 

33.7 

849.5 

699.0 

63.1 

546.3 

102.2 
65.9 

48.4 

330.9 
440.4 

376.6 

1 14.9 

523.4 

43.8 
7.5 

4.0 

4.0 
3,202.4 

85.1 

3.0 

57.9 
250.2 

5.0 

44.2 

9 1 5 .7 
1 ,286.0 

223.1 

1 69.7 

49.3 

24.7 

1 ,064.3 

139.1 
107.0 
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126. Thailand . . . . . . 
127. Togo . . . . . . . . .  
128. Trinidad and 

Tobago . . . . . . .  
129. Tunisia 
130. Turkey 

1 3 1 .  Uganda 

. . . . . . . 

• •  0 • • • •  

. . . . . . . 

132. United Arab 
Emirates . . . . . .  

133.  United Kingdom . .  
134. United States . . . .  
135.  Upper Volta . . . .  

Proposed 
Maximum 
Quo ta 

(/11 millions 
ofSDRs) 

386.6 

38.4 

170.1 
138.2 

429.1 

99.6 

385.9 
6, 194.0 

17,918.3 

3 1 .6 
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136. Uruguay . . . . . .  

137. Vanuatu . . . . . . .  
138. Venezuela 
139. Viet Nam 

0 0 • • •  

. . . . . . 
140. Western Samoa 

1 4 1 .  Yemen Arab 
Republic . . . . . .  

142. Yemen, People's 
Democratic 
Republic of . . . . 

143. Yugoslavia . . . . .  

144. ZaTre . . . . . . . . .  
145. Zambia 0 • • • • • •  

146. Zimbabwe 0 • • • •  

Proposed 

Maximum 
Quota 

(/11 millions 
of SDRs) 

163.8 

9.0 

I ,371 .5 
176& 

6.0 

43.3 

77.2 

6 1 3 .0 
291.0 
270.3 

1 9 1 .0 
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G. Increases in Quotas of Members
Ninth General Review 

REPORT OF THE EXECUTIVE BOARD TO THE 

BOARD OF GOVERNORS 

1 .  Article III, Section 2(a) of the Articles of Agreement provides 
that ''The Board of Governors shall at intervals of not more than five 
years conduct a general review, and if it deems it appropriate pro
pose an adjustment, of the quotas of the members. "  The five-year 
period since the completion of the previous review will end on 
March 3 1 ,  1988. This report and the attached draft resolution are 
submitted to the Board of Governors, the organ competent under the 
Articles to deal with an adjustment of quotas, in accordance with 
Article I l l ,  Section 2.  

2.  In the course of the past year, the Executive Board has con
sidered various aspects of the adjustment of quotas, including the 
formulas used to calculate quotas, the variables used in those for
mulas, the method of calculating quotas, and updated quota calcula
tions. The Executive Board has also considered the need for and the 
size of an increase in the total of quotas, the techniques and criteria 
that might be considered in distributing a total increase among mem
bers, and matters relating to the payment of the increased subscrip
tions. While the Executive Board has concluded consideration of 
certain technical aspects of its work, it has not completed work on 
a number of substantive issues. Consequently, the Executive Board 
is not. in a position to make recommendations in time for the Board 
of Governors to adopt a resolution completing the Ninth General 
Review by March 3 1 ,  1988. 

3.  The Interim Committee considered the subject of the Ninth 
General Review of Quotas during the twenty-ninth meeting of the 
Committee in Washington on September 27-28, 1987. Paragraph 7 

of the communique issued at the conclusion of the meeting reads as 
follows: 

The Committee noted that the Committee of the Whole on the Ninth 
General Review of Quotas has begun its work by considering preliminary 
quota calculations and reviewing issues bearing on the size of the Fund. The 
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Committee urged Executive Directors to pursue their work on the Ninth 
General Review of Quotas so as to be in a position to make appropriate 
recommendations in due course. 

The Managing Director intends to make a progress report on the 
Ninth General Review to the Interim Committee at the next meeting 
of the Committee on April 14, 1988. 

4. The Executive Board proposes to continue its work on this 
subject and to submit a report to the Board of Governors, together 
with appropriate recommendations regarding the size of the overall 
increase in quotas, increases in the quotas of individual members, 
and on the mode of payment of increases in subscriptions, not later 
than April 30, 1989. 

5. In view of the foregoing considerations, it is recommended 
that the Board of Governors adopt the resolution set forth in the 
attachment to this report. 

March 18, 1988 

Proposed Resolution of the Board of Governors
* 

RESOLVED: 

That the Board of Governors, having noted the report of the Exe
cutive Board emitled Increases in Quotas of Members-Ninth General 
Review, hereby resolves to continue its review under Article III, 
Section 2(a) and requests the Executive Board to complete its work 
on this matter and to submit appropriate proposals to the Board of 
Governors not later than April 30, 1989. 

• Adopted by the Board or Governors, effective April 22. 1988, and designated No. 43·1. 
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H. Increases in Quotas of Members
Ninth General Review 

REPORT OF THE EXECUTIVE BOARD TO THE 
BOARD OF GOVERNORS 

I .  Article III, Section 2(a) of the Articles of Agreement provides 
that "The Board of Governors shall at intervals of not more than five 
years conduct a general review, and if it deemed it appropriate pro
pose an adjustment, of the quotas of the members. "  The five-year 
period since the completion of the previous review of quotas ended 
on March 3 1 ,  1988. The Board of Governors decided in April 1988 
to continue its review and requested the Executive Board to report on 
this matter and submit appropriate proposals to the Board of 
Governors not later than April 30, 1989. The Executive Board be
lieves that further consideration is needed of the substantive issues 
relating to the Ninth Review before it will be in a position to make 
appropriate recommendations to the Board of Governors. The Execu
tive Board is submitting this report, and the attached draft resolution, 
to the Board of Governors, the organ competent under the Articles 
to deal with an adjustment of quotas, in accordance with Article III, 
Section 2 and Resolution No. 43- 1 ,  adopted April 22, 1988. 

2.  In the course of the past year, the Executive Board has con
sidered all the main elements relating to the Ninth Review. The main 
issues that have been discussed by Executive Directors are (i) the 
role of the Fund in the early 1990s; (ii) the size of the overall 
increase in quotas; (iii) the issues bearing on the distribution of the 
overall increase, including an examination of the position of the 
de'veloping countries in the Fund and, in particular, those members 
with very small quotas; (iv) the question of ad hoc quota increases 
in the context of the quota review; (y) the mode of payment for the 
increase in quotas; and (vi) technical issues relating to the economic 
data and the formulas used to make quota calculations. The Directors 
have concluded certain technical aspects of their work but they have 
not concluded their discussions on most of the substantive issues, 
including the size of the overall increase in quotas, its distribution, 
and the media of payment for the increased subscriptions. Directors 
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will also continue their discussion of the role of the Fund in the early 
1 990s. Consequently, the Executive Board is not in a position to 
make recommendations in time for the Board of Governors to adopt 
a resolution completing the Ninth General Review by April 30, 1989. 

3. The Interim Committee considered the subject of the Ninth 
General Review during the thirty-first and thirty-second meetings of 
the Committee in Berlin (West) on September 25-26, 1988, and in 
Washington on April 3, 1 989, respectively. In connection with its 
latest meeting, the Executive Board submitted a report on the Ninth 
General Review which outlined the progress made in its work relat
ing to the Ninth General Review and requested guidance from the 
Committee on the main issues discussed in the report. Paragraph 5 
of the communique issued at the conclusion of the meeting reads as 
follows: 

The Committee agreed that the size and distribution of any quota 
increase should take into account changes in the world economy since the 
last review of quotas as well as members' relative positions in the world 
economy and the need to maintain a balance between different groups of 
countries, the Fund's effectiveness in fulfilling its systemic responsibilities, 
including its role in the strengthened debt strategy, and reduce the Fund's 
reliance on borrowing. The Committee urged the Executive Board to com
plete its work on the Ninth Review with a view to a decision on this matter 
by the Board of Governors before the end o( this year. 

A further report on the Ninth General Review will be made to the 
Interim Committee at its next meeting on September 24, 1989. 

4.  In the light of the above, and taking into account the conclu
sion of the Interim Committee as expressed in it latest communique, 
the Executive Board proposes that the Board of Governors continue 
its review and that the Executive Board submit a report to the Board 
of Governors, together with appropriate recommendations regarding 
the size of the overall increase in quotas, increases in the quotas of 
individual members, and on the mode of payment of increases in sub
scriptions, with a view to enable the Board of Governors to complete 
the Ninth Review by December 3 1 ,  1989. 
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5.  In view of the foregoing considerations, it is recommended 
that the Board of Governors adopt the resolution set forth below: 

April 24, 1989 

Proposed Resolution of the Board of Governors
* 

RESOLVED: 

That the Board of Governors having noted the report of the Exe
cutive Board entitled Increases in Quotas of Members-Ninth General 
Review, hereby resolves to continue its review of quotas under 
Article III, Section 2(a), and requests the Executive Board to com
plete its work on the Ninth General Review of Quotas with a view to 
a decision by the Board of Governors on the completion of the Ninth 
Review before the end of this year. 

• Adopted by the Board of Governors. effective May 30, 1989, and designated No. 44-1. 
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I. Increases in Quotas of Member
Ninth General Review 

REPORT OF THE EXECUTIVE BOARD 

TO THE BOARD OF GOVERNORS 

1 .  Article III, Section 2(a) of the Articles of Agreement provides 
that "The Board of Governors shall at intervals of not more than five 
years conduct a general review, and if it deems it appropriate pro
pose an adjustment, of the quotas of the members. "  The five-year 
period since the completion of the previous review of quotas ended 
on March 3 1 ,  1988. The Ninth Review was not completed by that 
date. In April 1988 the Board of Governors decided to continue its 
review and requested the Executive Board to report on this matter 
and submit appropriate proposals to the Board of Governors not later 
than April 30, 1989. In May 1989, the Board of Governors again 
decided to continue its review and requested the Executive Board to 
complete its work on the Ninth Review with a view to a decision by 
the Board of Governors on the completion of the Review before the 
end of this year. The Executive Board believes that further consid
eration is needed of the substantive issues relating to the Ninth 
Review before it will be in a position to make appropriate recom
mendations to the Board of Governors. The Executive Board is 
submitting this report, and the attached draft resolution, to the Board 
of Governors, the organ competent under the Articles to deal with an 
adjustment of quotas, in accordance with Article III, Section 2 and 
Resolution No. 44- 1 ,  adopted May 30, 1989. 

2. Since April 1 989, the Executive Board has considered: (i) the 
role of the Fund in the early 1990s; (ii) the size of the overall 
increase in quotas; (iii) the issues bearing on the distribution of the 
overall increase, including the question of ad hoc increases in the 
context of the review, and an examination of the position of the de
veloping countries in the Fund, in particular, those members with 
very small quotas; and (iv) the mode of payment for the increase in 
quotas. The Executive Board also considered the issues relating to 
the quota formulas used in making quota calculations for the Ninth 
Review. The Directors have concluded certain technical aspects of 
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their work and have made considerable progress in their discussions 
relating to the role of the Fund, as well as on the size. distribution, 
and payment for the increased subscriptions. However. the Directors 
have concluded that funher consideration of the main issues relating 
to the increase in quotas is needed. Consequently, the Executive 
Board is not in a position to complete its work on the Ninth Review 
in time to enable rhe Board of Governors to complete the Ninth 
Review before the end of this year. 

3.  The Interim Committee considered the subject of the Ninth 
General Review during the thirty-first, thirty-second, and thirty-third 
meetings of the Committee in Berlin (West) on September 25-26, 
1988. and, for the latter two meetings, in Washington, D .C . ,  on 
April 3 .  1989. and September 24-25. 1989, respectively. In con
nection with its latest meeting. the Executive Board submitted a 
repon on the Nimh General Review which outlined the progress 
made in its work relating to the Ninth General Review and requested 
guidance from the Committee in particular on the size of an overall 
increase and on the principles that could be followed in distributing 
an enlargement of the Fund between members. Paragraph 4 of the 
communique issued at the conclusion of the meeting reads in part as 
follows: 

There wa\ widespread �upport in the Committee on the need for a 
wbstamial int:n:a�e in quotas under the Ninth General Review, although a 

few member� believe that the Fund has adequate resources at the present 

time to fulfill its responsibilities. The Committee underscored the central 

roil.: of thc Fund in fostering a stable international monetary system and in 
pn11noting a ;.tmng and ;.ound global economy. It agreed that it is of funda

ntcntal importancc further to rcinforce the role of the Fund as the cemral 

ntcliH!tary institution and that it must be adequately endowed to fulfill its 

sy�tcmic responsibilitie;. in the first half of the 1990s, while reduc1ng reli
ance on borrowing. It also agreed that the Funtl must be able to respond in 

an effeuivc:: manner to the balance of payments needs of individual members 

that implement strong programs of growth-oriented adjustment-and to assist 

them in nwhili1.ing �upport from other sources-while maintaining a strong 
liquidity po�ition and the revolving character of its resources. In this 

c.:mllcxt. the Cnnunittce noted that prolonged use of Fund resources by some 

c.:ountries could impair the revolving <..haracter of the Fund and asked the 

Executive Board to examinc actions that could be taken to address these 
problems. 
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The Committee reiterated that the size and distribution of any quota 
increase should take into account changes in the world economy since the 
last review of quotas as well as members' relative positions in the world 
economy and the need to maintain a balance between different groups of 
countries, and the Fund's effectiveness in fulfilling its systemic responsi
bilities, including its role in the strengthened debt strategy. The main 
principles that could guide the distribution of the enlargement of the Fund 
among members are (i) all members should receive a meaningful increase in 
quotas and (ii) the distribution should be based on uniform methods. The 
Committee agreed that, in the case of a general quota increase, an ad hoc 
increase in quotas should be considered where appropriate. 

4.  In light of the above, and taking into account the conclusion 
of the Interim Committee as expressed in its latest communique, the 
Executive Board proposes that the Board of Governors continue its 
review and that the Executive Board submit a report to the Board of 
Governors, together with appropriate recommendations regarding the 
size of the overall increase in quotas, increases in the quotas of 
individual members and on the mode of payment for increases in 
subscriptions, with a view to enable the Board of Governors to com
plete the Ninth Review not later than March 3 1 ,  1990. 

5 .  In view of the foregoing considerations, it is recommended 
that the Board of Governors adopt the resolution set forth in the 
attachment to this report. 

November 28, 1989 

. * 
Proposed ResolutLOn of the Board of Governors 

RESOLVED: 

That the Board of Governors, having noted the report of the Exe
cutive Board entitled Increases in Quotas of Members-Ninth General 
Review, hereby resolves to continue its review of quotas under 
Article III, Section 2(a), and requests the Executive Board to 
complete its work on the Ninth General Review of Quotas with a 

*
Adopted by the Board of Governors, effective December 28. 1989. and designated No. 44-5. 
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view to a decision by the Board of Governors on the completion of 
the Ninth Review not later than March 3 1 ,  1990. 
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REPORT OF EXECUTIVE BOARD TO THE 

BOARD OF GOVERNORS 

1 .  Article III, Section 2(a) of the Articles of Agreemem provides 
that "The Board of Governors shall at intervals of not more than five 
years conduct a general review. and if it deems it appropriate pro
pose an adjustment, of the quotas of members . "  The five-year pe
riod since the completion of the previous review of quotas ended on 
March 3 1 ,  1988. The Ninth Review was not completed by that date. 
In April 1988, May 1989, and December 1989 the Board of Gover
nors decided to continue irs review under Article I I I ,  Section 2(a). 

In December 1989, the Board of Governors requested the Executive 
Board to complete its work on the Ninth General Review with a view 
to a decision by the Board of Governors on the completion of the 
Review not later than March 3 1 ,  1990. The Executive Board believes 
that further consideration is needed of some of the substantive issues 
relating to the Ninth Review before it will be in a position to make 
appropriate recommendations to the Board of Governors. The 
Executive Board is submitting this report, and the auached draft 
resolution, to the Board of Governors, the organ competent under the 
Articles to deal with an adjustment of quotas, in accordance with 
Article I l l ,  Section 2 and Resolution No. 44-5, adopted Decem
ber 29, 1989. 

2. The Executive Directors have concluded certain technical 
aspects of their work. They have also considered further the issues 
relating to an increase in quotas under the Ninth General Review in 
the light of the guidance received from the Interim Committee as 
expressed in the communiques issued at the conclusion of the Meet
ings of the Committee in April and September 1989. The Executive 
Directors have made substantial progress in their discussions on the 
Ninth General Review of Quotas, as well as all related issues 
including the strengthening of the Fund's intensified cooperative 
approach in dealing with the problem of overdue financial obligations 
to the Fund. 
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3 .  The Executive Directors have concluded that further con
sideration of the issues relating to the increase in quotas is needed. 
Consequently, the Executive Board is not in a position to complete 
its work on the Ninth Review in time to enable the Board of 
Governors to complete the Review before March 3 1 ,  1990 as called 
for in Resolution 44-5. 

The Executive Board therefore proposes that the Board of Gover
nors continue its review and that the Executive Board submit a report 
to the Board of Governors, together with appropriate recommenda
tions, with a view to enable the Board of Governors to complete the 
Ninth Review not later than June 30, 1 990. 

4. In view of the foregoing considerations, it is recommended 
that the Board of Governors adopt the resolution set forth below: 

February 26, 1990 

* 
Proposed Resolution of the Board of Governors 

RESOLVED: 

That the Board of Governors, having noted the report of the 
Executive Board entitled Increases in Quotas of Members-Ninth 
General Review, hereby resolves to continue its review of quotas 
under Article III, Section 2(a), and requests the Executive Board to 
complete its work on the Ninth General Review of Quotas with a 
view to a decision by the Board of Governors on the completion of 
the Ninth Review not later than June 30, 1990. 

• Adopted by the Board of Governors, effective March 29, 1990, and designated No. 45-1. 
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REPORT OF THE EXECUTIVE BOARD 

TO THE BOARD OF GOVERNORS 

1 .  Article III, Section 2(a) of the Articles of Agreement provides 
that "The Board of Governors shall at intervals of not more rhan five 
years conduct a general review, and if it deems it appropriate pro
pose an adjustment, of the quotas of the members. It may also, if it 
thinks fit, consider at any other time the adjustment of any particular 
quota at the request of the member concerned. "  This Report and the 
attached Resolution on increases in quotas under the Ninth General 
Review are submitted to the Board of Governors in accordance with 
Article III, Section 2 .  The views expressed by the Interim Committee 
in the communiques issued by the Committee at the conclusion of its 
thirtieth, thirty-first, thirty-second, thirty-third, and thirty-fourth 
meetings are set out in the Appendix to this Report. 

2. The Eighth General Review of Quotas was completed by Board 
of Governors' Resolution No. 38- 1 ,  adopted March 3 1 ,  1983. The 
five-year period prescribed by Article I l l ,  Section 2(a) since the 
completion of the Eighth General Review ended on March 3 I . 1988. 
On March 27, 1987, the Ninth General Review commenced with the 
formation of a Committee of the Whole of the Executive Board. As 
the Ninth Review was not completed "by March 3 1 ,  1988, the Board 
of Governors adopted a number of Resolutions which continued irs 
review of quotas under the Ninth General Review. The last Resolu
tion, adopted on March 29, 1 990, was as follows: 

RESOLVED: 

That the Board of Governors, having nored the report of rhe 
Executive Board entitled Increases in Quotas of Members-Ninth 
General Review, hereby resolves to continue its review of quotas 
under Article III, Section 2(a), and requests the Executive Board 
to complete its work on the Ninth General Review of Quotas with 
a view to a decision by the Board of Governors on the completion 
of the Ninth Review not later than June 30, 1990. 
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3 .  The Executive Board has considered: (i) the role of the Fund 
in the early 1990s; (ii) the size of the overall increase in quotas; 
(iii) the issues bearing on the distribution of the overall increase. in
cluding the question of ad hoc increases in the context of the review. 
and an examination of the position of the developing countries in the 
Fund, in particular, those members with very small quotas; (iv) the 
mode of payment for the increase in quotas; and (v) the timing of the 
next review of quotas. The Executive Board also considered the 
issues relating to the quota formulas used in making quota calcula
tions for the Ninth Review. 

4 .  The Executive Board has considered the need for an  increase 
in the Fund's resources to enable the Fund to promote more effec
tively its purposes, as set out in its Articles of Agreemem, namely: 
to promote stability and growth in the world economy; to contribute 
to the maintenance of an open system of trade and payments and to 
encourage further liberalization of trade; and to make its resources 
temporarily available to its members on appropriate terms and con
ditions in support of their programs of growth-oriented balance of 
payments adjustment. 

In assessing the Fund's need for resources over the medium 
term in order to carry out its purposes, the Executive Board has 
stressed that (i) the Fund is the central institution in the international 
monetary system and it must be adequately endowed so as to main
tain an effective presence at the center of the system, and (ii) the 
Fund is a monetary institution and must preserve its monetary char
acter by providing balance of payments assistance on a temporary 
basis, ensuring that its resources revolve, and holding a level of 
usable assets sufficient to protect the liquidity and immediate 
usability of members' claims on the Fund, and thereby maintaining 
members' confidence in and support of the institution. 

As reflected in its report to the Interim Committee in Septem
ber 1989, the Executive Board is agreed that the Fund must have 
adequate resources to meet the temporary balance of payments fi
nancing needs of all members on appropriate terms and conditions. 
The financing provided by the Fund should be such as to encourage 
members to take early measures of adjustment, including the 
liberalization of trade and capital flows and to pursue appropriate 
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exchange rate policies, which would help avoid the emergence of 
crisis situations that may cause strains that could impair the working 
of the international monetary system. 

The Fund's role in the financing of members' payments defi
cits is now essentially catalytic. This role is of enhanced significance 
in the strengthened international debt strategy, which needs to be 
considered in the context of the Fund's basic responsibility of pro
viding general balance of payments financing in support of growth
oriented adjustment programs. The Fund's purpose is achieved 
primarily through promoting adjustment, thereby helping members 
to achieve sustainable external payments positions, renewed econo
mic growth, and price stability, and to increase or restore members' 
creditworthiness with official and private creditors. Through an 
appropriate combination of adjustment and financing, it can, more
over, encourage increased flows, both official and private, which 
would provide the bulk of the external financing needs of members. 
The Executive Board is agreed that the Fund must not replace private 
market financing with its own resources. 

5 .  In its consideration of the size of the increase in quotas, the 
Executive Board has taken into account a number of factors. as 
discussed by the Interim Committee, including changes in the world 
economy since the last review of quotas, the imbalance in interna
tional payments, the Fund's systemic responsibilities, and the support 
of members' growth-oriented adjustment programs, of which some 
may involve far-reaching economic reforms. The Executive Board 
has also taken into accoum the Fund's current and prospective liqui
dity position as well as the conclusion of the Interim Committee at 
its September 1988 meeting that the Fund should reduce its reliance 
on borrowing to exceptional circumstances. 

6. In light of these considerations and the understandings reached 
during the course of the thirty-fourth meeting of the Interim Com
mittee on May 7 and 8 ,  1990, the Executive Board now proposes to 
the Board of Governors that the present total of Fund quotas be 
increased by 50 percent, from approximately SDR 90. l billion to 
approximately SDR 135 .2 billion before applying the rounding pro
cedures and adjustments for the very small quotas agreed by the 
Executive Board and described in paragraphs 9 and I 0 below. 
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7 .  In accordance with Article III, Section 2(a), the Board of 
Governors must conduct the Tenth General Review of Quotas not 
later than March 3 1 ,  1993, that is, five years from the date on which 
the Ninth Review of Quotas should have been conducted. The 
Interim Committee at its meeting on May 7 and 8, 1990, noted that 
"the review could be conducted earlier if there is a clear need to do 
so." 

8 .  As regards the distribution of the overall increase in quotas, 
the Executive Board has been guided by the principles agreed by the 
Interim Committee as expressed in its communiques of April and 
September 1989. In its communique of September 1989, "the Com
mittee reiterated that the size and distribution of any quota increase 
should take into account changes in the world economy since the last 
review of quotas as well as members' relative positions in the world 
economy and the need to maintain a balance between different groups 
of countries, and the Fund's effectiveness in fulfilling its systemic 
responsibilities, including its role in the strengthened debt strategy. 
The main principles that could guide the distribution of the 
enlargement of the Fund among members are (i) all members should 
receive a meaningful increase in quotas and (ii) the distribution 
should be based on uniform methods. The Committee agreed that, in 
the case of a general quota increase, an ad hoc increase in quotas 
should be considered where appropriate." The Executive Board has 
agreed that in order to provide all members with a meaningful in
crease in quotas and to help maintain a balance between different 
groups of countries, sixty percent of the overall increase in quotas 
should be distributed to all members in proportion to their present 
individual quotas; the remainder should be devoted to the objective 
of bringing members' quotas more in line with their relative econo
mic positions and should be distributed in proportion to members' 
shares in the total of the calculated quotas. 

9. The Executive Board has also considered a request for an ad 
hoc increase in the quotas of Japan, Iran, and Korea and has also 
considered the possibility of a special adjustment of very small 
quotas, i .e .  those quotas that are currently less than SDR 10 million. 
The Executive Board proposes that the quota of Japan should, after 
being increased in accordance with paragraph 8 above, be further 
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increased to that shown in the Annex. In making the further adjust
ment of the quota of Japan, the increases in quotas of Canada, 
France, Germany, Italy, the United Kingdom, and the United States 
have also been adjusted in a manner that would maintain unchanged 
the increases in quotas for all other members as determined under 
paragraph 8 above. The Executive Board notes the agreement 
reached between the United Kingdom and France on an equal distri
bution of quotas between themselves under the Ninth General Review 
and subsequent reviews of quotas. The quotas of Antigua and 
Barbuda, Bhutan, Maldives, and Seychelles shall be further increased 
by amounts that would increase their shares in the total of new quo
tas so that they correspond to their individual shares in the total of 
the calculated quotas before taking account of the rounding proce
dures described in paragraph I 0 below. 

10.  The Executive Board proposed that the quotas determined in 
paragraphs 8 and 9 above be rounded to the next higher multiple of 
SDR 0 . 1  million, except that the quotas that are currently SDR I 0 
million or less should, after being increased in accordance with 
paragraphs 8 and 9 above, be rounded to the next higher multiple of 
SDR 0.5  million. The proposed quotas set out in the Annex to the 
proposed Resolution would raise Fund quotas from SDR 90, 132.55 
million to SDR 135,214.7 million. 

1 1 .  The Executive Board reviewed the quota formulas used for 
calculating quotas in connection with the Ninth General Review. 
While accepting the quota calculations based on the present five 
quota formulas and on data ended 1985 as reasonable indicators, the 
Executive Board, as agreed in its Report to the Interim Committee 
in September 1989, would further examine the working of the quota 
formulas in the context of the preparatory work for the next general 
review of quotas, so as to ensure that they would take adequate 
account of all relevant developments bearing on members' quotas. 

12 .  Article III, Section 3(a) provides that 25 percent of an in
crease in quota shall be paid in SDRs, but permits the Board of 
Governors to prescribe, inter alia, that this payment may be made on 
the same basis for all members, in whole or in part in the currencies 
of other members specified by the Fund, subject to their concur
rence. Paragraph 7 of the Resolution provides that 25 percent of the 
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increase in quotas proposed as a result of the current review should 
be paid in SDRs or in currencies of other members specified by the 
Fund, subject to their concurrence, or in any combination of SDRs 
and such currencies. The balance of the increase shall be paid in a 
member's own currency. A reserve asset payment will help strength
en the liquidity of the Fund and will not impose an undue burden on 
members because it will either enlarge or create a reserve tranche 
position of an equivalenr amount. In addition, the Fund stands ready 
to assist members that do not hold sufficient reserves to make their 
reserve asset payments to the Fund to borrow SDRs from other 
members willing to cooperate; these loans would be made on the 
condition that such members would on the same day repay the loans 
from the SDR proceeds of drawing of reserve tranches which had 
been established by the payment of SDRs. 

1 3 .  Under the proposed Resolution, a member that does not have 
overdue obligations with respect to repurchases, charges or assess
ments to the General Resources Account will be able to consent to 
the amount proposed for it in the Annex to the proposed Resolution. 
The member will be able to consent at any time before 6 : 00 p. m . , 
Washington time, December 3 1 .  199 1 .  In order to meet this dead
line, the member will have ro have completed before that date what
ever action that may be necessary under its laws to enable it to give 
its consent. The Executive Board is authorized in paragraph 4 of the 
proposed Resolution to extend the period for consent. 

14 .  The participation requirement in paragraph 3 of the proposed 
Resolution will be reached: (i) during the period ending Decem
ber 30, 1 9 9 1 .  when the Fund determines that members having not 
less than 85 percent of the total of quotas on May 30. 1 990 have 
consented to increases in their respective quotas as set out in the 
Annex, or (ii) thereafter on the date of the Fund's determination that 
members having not less than 70 percent of the total of quotas on 
May 30, 1990 have consented to increases in their respective quotas 
as set out in the Annex. Since a member with the specified overdue 
financial obligations to the General Resources Account may not 
consent to an increase in its quota, a communication of consent from 
such a member will not be taken into accounr in the determination. 

15.  The Executive Board has, in the context of the discussions 
on the Ninth Review of Quotas and the strengthened arrears strategy, 
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also explored the issue of an amendment of the Articles of Agree
ment providing for suspension of voting and related rights of 
members that do not fulfill their obligations under the Articles. Such 
an amendment is being proposed to the Board of Governors in a draft 
resolution separate from the draft resolution on the quota increase. 

The Executive Board, taking into account the recommendations of· 
the Interim Committee, proposes that no increase in quota shall 
become effective before the effective date of the third amendment of 
the Articles. 

The Interim Committee, at its meeting on May 7 and 8. 1990. 
stated that "every effort should be made by members to ensure that 
both the quota increase and the amendment shall be effective before 
end-1991 .  If it appeared that these resolutions might not be effective 
by this date, the Committee would consider what steps might need to 
be taken. " 

16. A member's quota cannot be increased until it has paid for the 
increase. The proposed Resolution provides that a member must pay 
the increase in its quota within 30 days after (a) the date on which 
the member notifies the Fund of its consent, or (b) the date on which 
the requirement for the effectiveness of increases in quotas under 
paragraphs 14  and 1 5  has been met, whichever is the later. A mem
ber may not make such a payment unless it is current in its obli
gations with respect to repurchases, charges, and assessments to the 
General Resources Account. The Executive Board is authorized in 
paragraph 5 of the proposed Resolution to extend the period for 
payment. 

1 7 .  The Executive Board has agreed that, when considering any 
extension of the period for consent or payment. it shall give parti
cular consideration to the situation of members that may still wish to 
consent to or pay for the increase in quota, including those members 
with protracted arrears to the General Resources Account, consisting 
of overdue repurchases, charges, or assessments to the General 
Resources Account, that are judged to be cooperating with the Fund 
toward the settlement of these obligations. 

1 8 .  The Executive Board recommends that the Board of Gover
nors adopt the attached Resolution that covers all the matters on 
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which the Governors are requested to act. The adoption of the 
Resolution by the Board of Governors requires an 85 percent 
majority of the total voting power. 

May 21, 1990 

Proposed Resolution of The Board of Governor/ 

WHEREAS the Executive Board has submitted to the Board of 
Governors a report entitled "Increases in Quotas of Fund Mem
bers-Ninth General Review" containing recommendations on in
creases in the quotas of individual members of the Fund; and 

WHEREAS the Executive Board has recommended the adoption of 
the following Resolution of the Board of Governors, which Reso
lution proposes increases in the quotas of members of the Fund as a 
result of the Ninth General Review of Quotas and deals with certain 
related matters, by vote without meeting pursuant to Section 1 3  of 
the By-Laws of the Fund; 

NOW, THEREFORE, the Board of Governors hereby RESOLVES 

that: 

I .  The International Monetary Fund proposes that, subject to the 
provisions of this Resolution, the quotas of members of the Fund 
shall be increased to the amounts shown against their names in the 
Annex to this Resolution. 

2. A member's increase in quota as proposed by this Resolution 
shall not become effective unless the member has notified the Fund 
of its consent to the increase not later than the date prescribed by or 
under paragraph 4 below and has paid the increase in quota in full 
within the period prescribed by or under paragraph 5 below, 
provided that no member with overdue repurchases, charges, or 
assessments to the General Resources Account may consent to or pay 
for the increase in its quota until it becomes current in respect of 
these obligations. 

*Adopted by the Board of Governors. effective June 28. 1990. and designated No. 45·2. 
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3. No increase in quota shall become effective before the later of: 

(i) during the period ending December 30, 199 1 ,  the date of 
the Fund's determination that members having not less than 
eighty-five (85) percent of the tOtal of quotas on May 30, 1990 
have consented to the increases in their quotas, or, after 
December 30, 1991 ,  the date of the Fund's determination that 
members having not less than seventy (70) percent of the total of 
quotas on May 30, 1990 have consented to the increases in their 
quotas; or 

(ii) the effective date of the third amendment of the 
Articles. 

4.  Notices in accordance with paragraph 2 above shall be exe
cuted by a duly authorized official of the member and must be 
received in the Fund before 6:00 p.m. ,  Washington time, on Decem
ber 3 1 ,  1991,  provided that the Executive Board may extend this 
period as it may determine.

* 

5 .  Each member shall pay to the Fund the increase in its quota 
within 30 days after the later of (a) the date on which it notifies the 
Fund of its consent, or (b) the date on which the requirement for the 
effectiveness of the increase in quota under paragraph 3 above has 
been met, provided that the Executive Board may extend the payment 
period as it may determine.

**  

6. When deciding on an extension o f  the period for consent to or 
payment for the increase in quotas, the Executive Board shall give 
particular consideration to the situation of members that may still 
wish to consent to or pay for the increase in quota, including 
members with protracted arrears to the General Resources Account, 
consisting of overdue repurchases, charges, or assessments to the 

•
The Executive Board extended this period until 6:00 p.m., Washington time, on December 31 .  

1997 (Decision No. ll51 7-(97161), June 17, 1997). 

••The Executive Board decided that each member shall pay to the Fund the increase in its quota 
within 1,876 days after the later of (a) the date on which it notifies the Fund of its consent or (b) 
November I I ,  1992 (Decision No. JJ517-(97/61). June 17, /997). 
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General Resources Account, that, in its judgment, are cooperating 
with the Fund toward the settlement of these obligations. 

7. Each member shall pay 25 percent of its increase either in 
special drawing rights or in the currencies of other members 
specified, with their concurrence, by the Fund, or in any combi
nation of special drawing rights and such currencies. The balance of 
the increase shall be paid by the member in its own currency. 
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I .  Afghanistan 
2. Algeria . .  
3 .  Angola . .  
4. Antigua and 

Barbuda . . .  
5. Argentina 

6. Australia 
7. Austria 
8. Bahamas 
9. Bahrain 

10.  Bangladesh . 

I I .  Barbados . . .  . 
12.  Belgium . .  . 
13.  Belize . . . . .  . 
14.  Benin . .  
1 5 .  Bhutan 

1 6 .  Bolivia 
17. Botswana 
1 8 .  Brazil 
19.  Burkina Faso 
20. Burundi . . . 

2 1  . Cameroon 
22. Canada . .  

23. Cape Verde 
24. Central African 

Republic 
25. Chad 

26. Chile 
27. China 
28. Colombia . . .  . 
29. Comoros . .  . 
30. Congo, People's 

Republic of the 

ANNEX 
Proposed 
Quo1a 

(In millions 
of SDRs) 

120.4 

9 1 4.4 

207.3 

8.5 

I ,537.1 

2.333.2 

1 . 1 88.3 

94.9 

82.8 

392.5 

48.9 
3 . 102.3 

13.5 

45.3 
4.5 

126.2 

36.6 

2 , 1 70.8 

44.2 

57.2 

135.1 

4,320.3 

7.0 

4 1 .2 

4 1 .3 

621.7 

3,385.2 

56 1 .3 

6.5 

57.9 

617 

3 1 .  Costa Rica 
32. Cote D" lvoirc 
33. Cyprus . . . . 

34. Denmark 
35. Djibouti . .  

Prur<"cd 
Qum:t 

!fn Jl//1/ltlll\ 
o[SDR.1J 

1 1 9.0 

238.2 
100.0 

1 .069.9 

1 1 .5 

36. Dominica . . 6.0 

37. Dominican 
Republic 

38. Ecuador 
39. Egypt 
40. El Salvador 

4 1 .  Equatoria I 
Guinea 

42. Ethiopia . . .  . 
43. Fiji . . .  . 
44. Finland 
45. France 

46. Gabon . 
47. Gambia. The 
48. Germany. Federa I 

Republic of 

49. Ghana . . .  
50. Greece . .  

5 1 .  Grenada . .  
52. Guatemala . . . .  
53. Guinea 
54. Guinea-Bissau 
55. Guyana 

56. Haiti . .  
57. Honduras . 
58. Hungary . . . .  
59. Iceland . .  
60. India 

158.8 

219.2 
678.4 
125.6 

14.3 

98.3 

5 1 .1 

861.8 

7.-l 14.6 

I I 0.3 

22.9 

8.241.5 

27-!.0 

587.6 

8.5 

153.8 

78.7 
10.5 

67.2 

60.7 
95.0 

75-!.8 

85.3 

3.055.5 
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6 1 .  Indonesia 
62. Iran. Islamic 

Republic of 

63. ln14 
64. Ireland 

65. l�rael 

66. haly 

67. Jamaica 
68. Japan 

69. Jordan 

70. Kampuchea. 
Dcnwcratic 

7 1 .  Kenya 

72. Kiribati . .  

73. Korea 
74. Kuwait 

. .  

. . .  

. . 

7 5 .  Lw People's Demo-

cratic Republic 

76. Lehan on 

77. Lcsotho 

7 8 .  Liheria 

79. Lihya . 
RO. Luxembourg 

8 1 .  Madagascar 

82.  Malawi 
83. Malaysia . 

84. Maldives 

85. Mali 

86. Malta 

87. Mauritania 

88.  Mauritius 

89. Mcxico 
90. Morocco 

9 1 .  Mozambiquc 

92. Myanmar 

Propo,�d 

Quol:t 
(In nul/ions 

ofSDRs} 

1 .497.6 

1 .078.5 

S64.8 

525.0 

666.2 

4.590.7 

100.9 

8 . 2 4 1 .5 

1 2 1 .7 

25.0 

1 99.4 

4.0 

799.6 

995.2 

39.1  

146.0 

23.9 

96.2 

8 1 7 . 6  

135.5 

90.4 

50.9 

832.7 

5.5 

68.9 

67.5 

47.5 

73.3 

I ,753.3 

427.7 

84.0 

1 84.9 

93. Nepal 
94. Netherlands . .  

95. New Zealand 

96. Nicaragua 
97. Niger . 

98. Nigeria 

99. Norway 

100. Oman 

1 0 1 .  Pakistan 

102. Panama 

103. Papua New Guinea 

104. Paraguay 
105.  Peru 

106. Philippines 
107. Poland 
1 0 8 .  Ponuga I 

109. Qatar 

1 1 0.  Romania 

1 1 1 .  Rwanda 

1 1 2.  Sao Tome and 
Principe 

1 1 3 .  Saudi Arabia . . .  

1 1 4. Senegal 

I 1 5 .  Seychelles 

1 1 6. Sierra Leone 
1 1 7 .  Singapore 

1 1 8 .  Solomon Islands . 

1 1 9. Somalia 

120. South Africa 

1 2 1 .  Spain 
122. Sri Lanka 

123.  St. Kills & Nevis 
124. St. Lucia 

125. St. Vincent 

6 1 8  

Proroscd 

Quota 

(In millions 

of SDRs) 

52.0 

3,444.2 

650.1 

96.1 

48.3 

I ,281.6 

1 . 104.6 

1 1 9.4 

758.2 

149.6 

95.3 

72.1 

466.1 

633.4 

988.5 

557.6 

1 90.5 

754.1 

59.5 

5.5 

5 , 1 30.6 

1 1 8.9 

6.0 

77.2 

357.6 

7.5 

60.9 

J .365.4 

1 .935.4 

303.6 

6.5 

1 1 .0 

60 
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126. Sudan 

127. Suriname . .  

128. Swaziland . . . .  . 

129. Sweden . . . . .  . 
130. Sy rian Arab 

Republic 

1 3 1 .  Tanzania 

1 3 2 .  Thailand 
1 3 3 .  Togo . . . . . . .  . 

1 3 4 .  Tonga . . . . . .  . 

1 3 5 .  Trinidad and 
Tohagn . . . . .  . 

1 3 6 .  Tunisia 

1 3 7 .  Turkey 
1 3 8 .  Uganda 

139.  United Arab 

Emirates . . . .  

140. United Kingdom . 

Proposed 
Qu01a 

!In millions 
of SDRs) 

233.1  

67.6 

36.5 

1 . 6 1 4.0 

209.9 

146.9 

573.9 

54.3 

5.0 

246.8 

206.0 

642.0 

133.9 

392.1 

7,414.6 

6 1 9  

1 4 1 .  United States . .  

142. Uruguay . 

143. Vanuatu . . . . . . 

144. Venezuela 

1 4 5 .  VietNam . . . . .  

1 4 6 .  Western Samoa . 

1 4 7 .  Yemen Arab 
Republic . .  

1 4 8 .  Yemen . People's 

Democratic 

Republic of . .  . 
149. Yugoslavia . . .  . 

1 5 0 .  Zai're . . . . . . .  . 

1 5 1 .  Zambia . .  . 
1 5 2 .  Zimbabwe . . .  . 

Proposed 
Quota 

(lnmilltOIIS 
of SDRs! 

26,526.8 

225.3 

12.5 

1 .951.3 

241.6 

8.5 

70.8 

105.7 

918.3 

394.8 

363.5 

261.3 
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L. Increases in Quotas of Members
Tenth General Review 

REPORT OF THE EXECUTIVE BOARD 

TO THE BOARD OF GOVERNORS 

Article III, Section 2(a) of the Articles of Agreement provides 
that "[t]he Board of Governors shall at intervals of not more than 
five years conduct a general review, and if it deems it appropriate 
propose an adjustment, of the quotas of the members. "  The five
year period for the Tenth Review will end on March 3 1 ,  1993. The 
Executive Board has established a Committee of the Whole in accor
dance with Rule D-3. The Committee has not yet been in a position 
to undertake a substantive review of the issues relating to the Tenth 
Review including a review of the quota formulas, as called for in its 
report to the Board of Governors on the Ninth Review. As a conse
quence, the Executive Board is not in a position to make recommen
dations in time for the Board of Governors to adopt a resolution 
completing the Tenth General Review by March 3 1 ,  1993. There
fore, the Executive Board proposes that the Board of Governors 
decide to continue its review under Article III, Section 2(a), to 
request the Executive Board to complete its work on the matter and 
to submit a report to the Board of Governors together with appro
priate proposals not later than December 3 1 ,  1994. 

In view of the foregoing considerations, it is recommended that 
the Board of Governors adopt the resolution set forth in the auach
ment to this report. 

March 12, 1993 
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Alfachment 

* 
Proposed Resolution of the Board of Governors 

RESOLVED 

That the Board of Governors, having noted the report of the 
Executive Board entitled Increases in Quotas of Members-Temh 
General Review, hereby resolves to continue its review under Article 
III, Section 2(a) and requests the Executive Board to complete its 
work on this matter and to submit a report together with appropriate 
proposals to the Board of Governors not later than December 3 1  , 

1994. 

*
Adopted by the Board of Governors. effective April 14. 1993. and designated No. 48-3 
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M. Increases in Quotas of Members
Tenth General Review 

REPORT OF THE EXECUTIVE BOARD 

TO THE BOARD OF GOVERNORS 

1 .  Article III, Section 2(a) of the Articles of Agreement provides 
that "[t]he Board of Governors shall at intervals of not more than 
five years conduct a general review, and if it deems it appropriate 
propose an adjustment, of the quotas of the members. "  This Report 
and the attached Resolution on the Tenth General Review of Quotas 
are submitted to the Board of Governors in accordance with Article 
III, Section 2.  

2 .  The five-year period prescribed by Article III ,  Section 2(a) for 
the Tenth General Review of Quotas ended on March 3 1 ,  1993, five 
years from the date on which the Ninth General Review of Quotas 
should have been concluded. As the Tenth General Review was not 
completed by March 3 1 ,  1993, the Board of Governors decided to 
continue its review of quotas under the Tenth General Review 
(Resolution No. 48-3, adopted April 14,  1993). That Resolution was 
as follows: 

RESOLVED 

That the Board of Governors, having noted the report of the 
Executive Board entitled Increases in Quotas of Members-Tenth 
General Review, hereby resolves to continue its review under Article 
III, Section 2(a) and requests the Executive Board to complete its 
work on this matter and to submit a report together with appropriate 
proposals to the Board of Governors not later than December 3 1 ,  
1994. 

3. The Executive Board established a Committee of the Whole on 
the Tenth General Review of Quotas on March 3 1 ,  1 992 in 
accordance with Rule D-3. The Committee met on March 1 8, 1 994 
[and on Dt::cember , 1 994]. The Committee undertook a substantive 
review of the issues relating to the Tenth Review including a review 
of the quota formulas, as called for in its report to the Board of 
Governors on the Ninth Review. 
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4. The Executive Board reviewed the working of the quota 
formulas and the results of quota calculations based on the present 
five formulas and updated economic data for members through 1990. 
The Executive Board noted that the results of the quota formulas 
purport to give a reasonably comprehensive measure of the relative 
economic size of member countries, and the Executive Board is of 
the view that the quota formulas are broadly working as intended. 
However, in connection with its work in connection with the 
Eleventh General Review, the Executive Board intends to examine 
further the extent to which a number of countries have actual quota 
shares that remain substantially out of line with their shares in the 
total of calculated quotas, issues relating to the long run decline in 
the share of developing countries in the total of Fund quotas, the use 
of population as a variable in the quota formulas, and a review of the 
methodology employed in calculating quotas for the successor states 
of the former Soviet Union. 

5 .  In connection with its work on the Tenth General Review, the 
Executive Board has considered the adequacy of the quotas of 
members in the Fund. The Executive Board is of the view that the 
overall size of the Fund is for the time being broadly sufficient to 
enable the Fund to promote effectively its purposes and to fulfill its 
central role in the international monetary system. In coming to this 
conclusion, the Executive Board noted that the increase in quotas 
under the Ninth General Review, which came into effect in late 
1992, provided the Fund with substantial usable resources. 
Furthermore, the recent increase in access limits to the Fund's 
resources over the next three years, the establishment of the Systemic 
Transformation Facility in April 1993, and the possible extension, 
with augmented access, of that Facility, as well as the possible 
development of further facilities, including a short-term financing 
facility and possible support for currency stabilization funds, would 
enable the Fund to meet members' needs for balance of payments 
assistance in the period ahead. The Executive Board also noted that 
the recent extension and enlargement of ESAF will be of increased 
benefit to the Fund's low income developing countries over the next 
few years. The Executive Board expressed its view that the Fund is 
at present relatively well positioned to meet a prospective substantial 
demand for its resources over the next three years. Nevertheless, the 
Fund's liquidity position is expected to decline over the next few 
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years from its currently strong position. Furthermore, considerable 
uncertainties can be expected as regards the supply of usable 
resources, which depends on the continued relative strength in the 
balance of payments and reserve positions of mainly the industrial 
countries in the Fund. The continued adequacy of members' quotas, 
including the Fund's liquidity position, will be closely monitored by 
the Executive Board in the period ahead. 

6. In view of the foregoing considerations, it is recommended 
that the work on the Tenth Review be concluded and that the Board 
of Governors adopt the Resolution set forth in the attachment to this 
report. 

Proposed Resolution of the Board of Governors
* 

The Board of Governors, having noted the Report of the Execu
tive Board entitled Tenth General Review of Quotas-Completion of 
Review Under Article Ill, Section 2, 

RESOLVED 

That the Tenth General Review of Quotas is hereby completed and 
requests the Executive Board to continue its work on quotas in 
connection with the Eleventh General Review of Quotas, as indicated 
in its report entitled Tenth General Review of Quotas-Completion of 
Review Under Article Ill, Section 2.  

• Adopted by the Board o f  Governors, effective January 17, 1995, and designated No. 50-1. 
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N. Allocation of Special Drawing Rights for the 
First Basic Period 

Resolution 

WHEREAS the Managing Director has submitted a proposal for 
the allocation of special drawing rights pursuant to Article XXIV, * 

Section 4, of the Articles of Agreement of the International Monetary 
Fund; and 

WHEREAS in the Report containing his proposal , the Managing 
Director has declared that, before making the proposal, he had 
satisfied himself that the proposal will be consistent with the 
provisions of ·Article XXIV, Section 1(a), and that, after 
consultation, he has ascertained that there is broad support among 
participants for the proposal; 

WHEREAS the Managing Director, on the occasion of this propo
sal for the first allocation, has satisfied himself that the provisions of 
Article XXIV, Section 1 (b), have been met and that there is broad 
support among participants to begin allocations; and 

WHEREAS the Executive Directors have concurred in the proposal 
of the Managing Director; 

Now, THEREFORE, the Board of Governors, being satisfied that 
the proposal of the Managing Director meets the principles and 
considerations governing the allocation of special drawing rights set 
forth in Article XXIV, Section 1 ,  hereby RESOLVES that: 

1 .  The Fund shall make allocations to participants in the Special 
Drawing Account, in accordance with the Articles of Agreement, 
during a basic period of three years which shall begin on January 1 , 
1970. 

2 .  Allocations during the basic period shall be made on Janu
ary 1 ,  1970, January 1 ,  1 97 1 ,  and January 1 ,  1972. 

* 
Corresponds to Article xvm of the Articles of Agreement after the Second Amendment. 
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3 .  Allocations shall be on the basis of quotas on the day before 
the dates of the allocations. 

4. The rate for the first allocation shall be 17 .5  percent and 
the rate for the second and third allocations shall be 15 percent, 
provided that these rates shall be adjusted, to the nearest one tenth 
of one percentage point, by multiplying them by the ratio of $20 
billion to the total of quotas on the day before allocation of those 
participants which were members of the Fund on December 3 1 ,  
1969. 
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0. Allocation of Special Drawing Rights for the Third 
Basic Period 

PROPOSAL BY THE MANAGING DIRECTOR OF THE 
INTERNATIONAL MONETARY FUND 

Introduction 

Article XVIII, Section 4(a) and (b) of the Articles of Agreement 
of the Fund provides in relevant part that: 

(a) Decisions under Section 2(a), (b), and (c) or Section 3 of 
this Article shall be made by the Board of Governors on the basis 
of proposals of the Managing Director concurred in by the 
Executive Board. 

(b) Before making any proposal, the Managing Director, af
ter having satisfied himself that it will be consistent with the 
provisions of Section 1 (a) of this Article, shall conduct such 
consultations as will enable him to ascertain that there is broad 
support among participants for the proposal. 

On June 29, 1977, the Managing Director made a report to the 
Board of Governors entitled "Report by the Managing Director to the 
Board of Governors and to the Executive Directors on the Allocation 
of Special Drawing Rights (Article XXIV, Section 4(c)) , "  * which 
concluded that, with respect to the third basic period, which would 
start on January I ,  1978, the Managing Director was not in a 
position to make a proposal before January I ,  1978. 

The Report referred to above noted that the Managing Director 
can make a proposal at any time during the third basic period when 
he is satisfied that the requisite conditions of Article XVIII, Section 
4(b) are fulfilled, and indeed is obliged to do so by Article XVIII, 
Section 4(c). 

* 
Corresponds to Article xvrn. Section 4(c) of the Articles of Agreemem after the Second 

Amendment. 
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Pursuant to Article XVIII, Section 4(a) and (b), I am now submit
ting to the Board of Governors a proposal for allocation of special 
drawing rights during the third basic period. Before making this 
proposal, I have satisfied myself, as required by Article XVIII, 
Section 4(b), that the proposal will be consistent with the provisions 
of Section l(a) of that Article. Section l (a) provides that: 

(a) In all its decisions with respect to the allocation and 
cancellation of special drawing rights the Fund shall seek to meet 
the long-term global need, as and when it arises, to supplement 
existing reserve assets in such manner as will promote the 
attainment of its purposes and will avoid economic stagnation and 
deflation as well as excess demand and inflation in the world. 

In addition, consultations have been conducted pursuant to Article 
XVIII, Section 4(b), which have enabled me to ascertain that there 
is broad support among participants for the proposal set forth in this 
Report. I refer in particular to paragraph 4 of the Press Communique 
of the Interim Committee of the Board of Governors of the Interna
tional Monetary Fund, issued after its meeting on September 24, 
1978, which states: "In the Committee's view the Fund should make 
allocations of 4 billion SDRs in each of the next three years 1979 to 
1981 .  » 

Parts I and II of this Report, which follow, discuss the reasons 
underlying my proposal and explain its various features. Part III 
includes the proposal and the draft of a resolution of the Board of . 
Governors approving allocation of special drawing rights in accor
dance with this proposal. 

Part I .  Need to Supplement Reserves 

1 .  Basis for allocation 

This proposal to allocate special drawing rights is made in 
accordance with my conclusion that, as required by Article XVIII, 
Section 1(a), there is at present "a long-term global need . . .  to 
supplement existing reserve assets. "  The basis for this conclusion is 
set forth below. 
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With greater exchange rate flexibility, countries might have been 
expected to make do with much smaller reserves. Moreover, impor
tant changes have taken place in world financial markets in the last 
decade, and most countries can obtain reserves by making use of 
international money and capital markets. 

Experience shows, however, that countries want to increase their 
reserves as the level of their international transactions rises, and such 
increases can be expected to continue in the coming years. While it 
is true that most countries have a means for satisfying their need for 
reserves when international capital markets are as free as they are 
today, the decision to allocate special drawing rights does not depend 
on a finding that the long-term global need cannot be met except by 
allocation. A characteristic of a system in which countries add to 
their gross reserves as their international indebtedness increases is 
that they are faced with the need for periodic refinancing. This 
difficulty does not arise when additions to net reserves are made 
through allocation of special drawing rights. 

Another consideration is the objective of making the special draw
ing right the principal reserve asset of the international monetary 
system, as set out in Article VIII, Section 7 and Article XXIl. Ex
elusive reliance on the accumulation of reserve currencies to provide 
the needed reserve increases would hardly be compatible with that 
objective. Although the role of the special drawing right does not 
depend on purely quantitative considerations, the amount of special 
drawing rights in existence is nonetheless relevant. The volume of 
special drawing rights has not increased since the beginning of 1972, 
and thus the share of this component in international liquidity has 
been progressively reduced. When allocation of special drawing 
rights for 1 970-72 was decided upon at the end of 1 969, it was 
thought that thereafter special drawing rights might well account for 
the bulk of reserve increases. In the event, holdings of reserve 
currencies have increased much faster than expected, and the actual 
share of holdings of special drawing rights in reserves excluding 
gold has declined from about 1 0  percent at the beginning of 1972 to 
about 4 percent at present. In the absence of allocation, the special 
drawing right would continue its rapid decline as a proportion of 
reserves. 
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In view of these considerations, I have concluded that, in 
accordance with the Articles, a decision should be taken to resume 
allocation of special drawing rights. 

2 .  Size and period of allocation 

Views on the desirable size of allocations of special drawing rights 
naturally take into account the present magnitude and expected 
growth of official reserves. The growth of official reserves in turn 
bears a relationship to the value of world trade, which for the next 
five years can conservatively be estimated to increase by some 
10  percent a year. The ratio of official reserves to the value of inter
national trade has varied, however, from one period to another, and 
the increase in reserves could thus be above or below that rate. With 
the present level of members' holdings of foreign exchange and 
Fund-related assets of SDR 230 billion, an average increase of SDR 
20 billion a year over the next five years would appear to be a low 
estimate of the likely growth. Figures of this kind do not, of course, 
provide precise guidance for determining the appropriate level and 
time of allocations of special drawing rights, but do offer some point 
of reference for consideration in making such decisions. 

It can be maintained, although this view is not universally shared, 
that with a highly elastic supply of reserves available through inter
national capital markets, a substantial part of any allocation of 
special drawing rights could be expected to substitute for increases 
in official holdings of foreign exchange that would otherwise have 
taken place. This line of reasoning would suggest that any expan
sionary effects of allocation would be limited in size. Whatever view 
is taken of these issues, there can be no question that in the world of 
today the possible effects on expectations with respect to inflation of 
a decision to allocate special drawing rights also need to be taken 
into account. This consideration suggests that allocations at this time 
should be modest in terms of both annual size and the length of the 
period for which they should be made. 

I have therefore concluded that the Fund should make allocations 
of SDR 4 billion in each of the next three years 1979 to 1981.  In 
specifying these amounts, I have also had in mind the agreement that 
has been reached that special drawing rights will be used in partial 
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payment for the quota increases that are to take place under the Sev
enth General Review of Quotas. The first allocation would be made 
as of the first day of the month following the effective date of the 
resolution of the Board of Governors, and the succeeding two allo
cations would be made as of the same day in each of the subsequent 
two years. 

Part II. Elements of the Proposal 

3 .  Proposed basic period 

Article XVIII, Section 2(a) specifies that: "Decisions of the Fund 
to allocate or cancel special drawing rights shall be made for basic 
periods which shall run consecutively and shall be five years in dura
tion." That same section, however, allows the Fund to provide that 
the duration of a basic period shall be other than five years. 

On the occasion of the first decision to allocate, a basic period of 
three years running from January 1 ,  1 970 was prescribed. The sec
ond basic period thus began on January 1 ,  1973; as the Fund did not 
provide otherwise, that period ran for five years, with the current, 
i .e . ,  third, basic period beginning on January 1 ,  1978. 

It is proposed that allocations now be made under Article XVIII, 
Sections 2(c) and 4(c)(ii) for three years of the third basic period, 
and that the basic period end on the final day of the year in which 
the last of the three annual allocations is made. The third basic 
period that began on January 1 ,  1978 would thus have a terminal date 
of December 3 1 ,  1981 and a duration of four years, with allocations 
in the last three of those four years. 

4. Participation during basic period 

Article XVIII, Section 2(d) deals with members that become parti
cipants after a basic period begins-on this occasion, as from January 
1 ,  1978. New participants may be new or existing members. New 
participants would include two classes: (a) those that were not 
participants at the start of the third basic period but that were 
participants on the effective date of the proposed resolution and 
(b) those that become participants after the effective date of the 
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resolution. Article XVIII, Section 2(d) declares that a new participant 
shall not receive allocations in the basic period in which it becomes 
a participant but authorizes the Fund to decide to permit the member 
to receive allocations made after it becomes a participant. The 
decision referred to is taken by the Executive Board by a majority of 
the votes cast. I would expect that the Executive Board would react 
sympathetically to any request by a new participant, whether in class 
(a) or (b), above, to receive allocations made in the third basic 
period after it becomes a participant. 

5.  Allocations as percentages of quotas 

Article XVIII, Section 2(b) provides that: "The rates at which 
allocations are to be made shall be expressed as percentages of quo
tas on the date of each decision to allocate," but the Fund, under 
Section 2(c) of the same Article, may provide that the basis for 
allocations shall be quotas on dates other than the dates of decisions 
to allocate. 

On the assumption that the only members receiving allocations 
were those that are at present participants, the rate for the first 
allocation would be 10 .6  percent of quotas. The method adopted to 
express the percentages of quotas for the proposal is designed to 
ensure that each of the three allocations will be close to SDR 4 bil
lion and the total amount allocated will be close to SDR 1 2  billion.

* 

Specifically, the total would not be increased if the Executive Board 
should decide, by the date that the resolution of the Board of Gover
nors becomes effective, to make new participants in class (a) of sec
tion 4, above, i.e.,  members that were not participants at the start of 
the third basic period but were participants on the effective date of 
the resolution, eligible to receive the allocations for that period. 

The total amount of allocations would be reduced, however, if 
participants entitled to receive allocations "opt out."

** 
In contrast, 

*
Because the percentage is to be rounded to the nearest one tenth of one percentage point, an 

allocation could in practice exceed or fall short of the desired amount by not more than one twentieth 
of one percentage point of total quotas, i.e., a difference in absolute terms that would not be greater 
than about SDR 19 million on the basis of quotas at the present time. 

••
For a participant tO be able to "opt out." in accordance with Article XVIII, Section 2(e). it 

must not have voted in favor of the resolution and must inform the Fund before the first allocation 
under the resolution that it does not wish to receive allocations under that resolution. 
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the total amount of allocations would be increased when any new 
participants in class (b) of Section 4 ,  above, i .e . ,  those that become 
participants after the effective date of the resolution, are made 
eligible, by a decision of the Executive Board, to receive allocations 
made after they become participants. 

The proposal also provides that the basis for each allocation shall 
be quotas on the day before that allocation. This provision is in
tended to deal with the expectation that increases in quotas under the 
Seventh General Review are to take place during the third basic 
period. It would have the result that all participants for which new 
quotas had gone into effect by the day prior to the allocation in ques
tion would receive allocations based on their share in the total quotas 
prevailing on that day, and that those participants whose new quotas 
had not gone into effect would receive a much reduced share. 

6.  Interrelated issues 

The draft resolution provides that it would not become effective 
unless the draft resolution on the Seventh General Review of Quotas 
that is being proposed for simultaneous adoption by the Board of 
Governors is adopted.

* 
This provision of the draft resolution on 

allocation is in accordance with paragraph 3 of the Interim Com
mittee's communique of September 24, 1978. In accordance with the 
same paragraph, the Executive Board has taken decisions on aspects 
of the special drawing right that are referred to in paragraph 5 of the 
communique. These decisions will become effective on the dates 
provided for in the decisions if the draft resolution becomes 
effective. 

Part III. Proposal for the Allocation of Special Drawing Rights 

I hereby propose that the Fund allocate special drawing rights to 
the participants in the Special Drawing Rights Department, in 
accordance with the Articles of Agreement, as follows: 

1 .  The third basic period, which began on January 1 ,  1978, shall 
end on December 3 1 ,  1 98 1 .  

•see pages 58!-83. 
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2. Allocations during this basic period shall be made as of the 
first day of the month following the effective date of the resolution 
of the Board of Governors and as of the same date in each of the 
subsequent two years. 

3 .  The rate for each participant receiving an allocation shall be 
the percentage, rounded to the nearest one-tenth of one percentage 
point, resulting from dividing SDR 4 billion by the total of quotas on 
the day before allocation of those participants that were eligible to 
receive allocations on the date on which this resolution becomes 
effective. 

I further recommend that in accordance with the foregoing propos
al, which has been concurred in by the Executive Board on October 
25, 1978, the Board of Governors adopt the following proposed 
resolution. 

October 25, 1978 

Proposed Resolution of the Board of Governors
* 

WHEREAS the Managing Director has submitted a proposal for 
the allocation of special drawing rights pursuant to Article XVIII, 
Section 4, of the Articles of Agreement of the International Monetary 
Fund; 

WHEREAS in the Report containing his proposal, the Managing 
Director has declared that, before making the proposal, he had satis
fied himself that the proposal would be consistent with the provisions 
of Article XVIII, Section l(a), and that, after consultation, he has 
ascertained that there is broad support among participants for the 
proposal; and 

WHEREAS the Executive Board has concurred in the proposal of 
the Managing Director; 

*
Adopted by the Board of Governors, effective December 1 1 ,  1978, and designated No. 34-3. 
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Now, THEREFORE, the Board of Governors, being satisfied that 
the proposal of the Managing Director meets the principles governing 
the allocation of special drawing rights set forth in Article XVIII, 
Section l (a) hereby RESOLVES that: 

l .  The third basic period, which began on January 1 ,  1978, shall 
end on December 3 1 ,  1981 . 

2 .  The Fund shall make allocations to participants in the Special 
Drawing Rights Department that are eligible, in accordance with the 
Articles of Agreement, to receive allocations during the third basic 
period. 

3 .  Allocations shall be made as of the first day of the month fol
lowing the date on which this resolution becomes effective and as of 
the same date in each of the subsequent two years. 

4. The rate for the allocations to participants eligible to receive 
allocations in accordance with 2 above shall be the percentage, 
rounded to the nearest one-tenth of one percentage point, resulting 
from dividing SDR 4 billion by the total of quotas on the day before 
allocation of those participants that were eligible to receive 
allocations on the date on which this resolution becomes effective. 

5. This resolution shall become effective if it and the proposed 
resolution on the Seventh General Review of Quotas are adopted by 
the necessary majority of the total voting power for each. 
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P. Report of the Managing Director to the Board of 
Governors and to the Executive Board Pursuant to 

Article XVIII, Section 4(c) 

This report is submitted pursuant to Article XVIII, Section 4(c) of 
the Articles of Agreement which provides, in part, as follows: 

The Managing Director shall make proposals: 

(i) not later than six months before the end of each basic period; 

provided that, if under (i) . . .  above the Managing Director ascertains that 
there is no proposal which he considers to be consistent with the provisions 
of Section I of this Article that has broad support among participants in 
accordance with (b) above, he shall report to the Board of Governors and to 
the Executive Board. 

The present basic period, which is the third one, began on Janu
ary 1 ,  1978 and will end on December 3 1 ,  1 98 1 .  In view of the 
provision in Article XVIII, Section 4 quoted above, the Managing 
Director must submit his proposal, or his report if he is unable to 
make a proposal, not later than June 30, 1 9 8 1 .  As stated in that 
provision, he must submit a proposal to the Board of Governors if he 
is satisfied that a proposal could be made which, in his view, 
would be (i) consistent with the provisions of Section l (a) of Arti
cle XVIII and (ii) would have broad support among participants in 
accordance with Section 4(b) of the same Article. He must report to 
the Board of Governors and to the Executive Board if he is not so 
satisfied. Section 1 (a) and the relevant part of Section 4(b) provide 
as follows: 

Section 1(a): 

In all its decisions with respect to the allocation and cancellation of 
special drawing rights the Fund shall seek to meet the long-term global need. 
as and when it arises, to supplement existing reserve assets in such manner 
as will promote the attainment of its purposes and will avoid economic 
stagnation and deflation as well as excess demand and inflation in the world. 
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Section 4(b): 

Before making any proposal, the Managing Director, after having 
satisfied himself that it will be consistent with the provisions of Section 1 (a) 
of this Article, shall conduct such consultations as will enable him to 
ascertain that there is broad support among participants for the proposal . . .  

Under Article XVIII, Section 4(d), and Article XXI(a)(i) decisions 
of the Board of Governors approving proposals of the Managing 
Director require an eighty-five percent majority of the total voting 
power of participants in the Special Drawing Rights Department. As 
all members of the Fund are now participants in the Special Drawing 
Rights Department, this means eighty-five percent of the total voting 
power in the Fund. 

The question of allocations of SDRs in the fourth basic period has 
been under discussion in the Executive Board, which considered the 
matter in meetings in January and April 1 9 8 1 .  The consideration by 
the Executive Board was on the basis of staff memoranda providing 
background material and discussing the considerations relevant to the 
determination of the existence of a global need to supplement exist
ing reserves and the size of the SDR allocation in the next basic 
period, including the objective under the Articles of Agreement of 
making the SDR the principal reserve asset in the international 
monetary system. During the discussions in the Executive Board, 
many Executive Directors expressed support for allocations in the 
fourth basic period, while some Directors were not prepared to 
support any allocations, and there was a wide range of views about 
possible amounts. These discussions, therefore, did not lead to a 
conclusion on the part of the Executive Board on the matter of allo
cations. 

The question of allocations during the fourth basic period was 
considered by the Interim Committee at its meeting in Libreville, 
Gabon, on May 2 1 ,  1981 .  The communique issued by the Committee 
at the conclusion of that meeting contained the following paragraph: 

The members of the Committee considered the question of allocations 
of SDRs in the next, i .e., the fourth, basic period, which is scheduled to 
begin on January 1 ,  1982. The members of the Committee discussed this 
matter on the basis of the provisions of the Fund's Articles of Agreement 
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and in the light of the various relevant factors, including the importance of 
strengthening the role of the SDR as a reserve asset and the need to avoid 
an undue increase in international liquidity. Many members supported the 
continuation of allocations in the fourth basic period and expressed the view 
that every effort should be made to achieve a consensus on this matter. Some 
other members considered that no case had been established in accordance 
with the principles laid down in the Articles of Agreement for an allocation 
in the near future. The Committee urged the Executive Board to continue its 
deliberations on the subject to enable the Managing Director to submit to the 
Board of Governors at the earliest possible date a proposal that would 
command the necessary support among members. 

On the basis of discussions that have taken place, I have 
concluded that I am not in a position to make, by June 30 of this 
year, a proposal for allocations of SDRs in the fourth basic period 
that would command a broad support among the members of the 
Fund in accordance with the Articles. As provided in Article XVIII, 
Section 4(c)(ii), however, it remains incumbent upon me to make a 
proposal regarding the fourth basic period as soon as I am satisfied 
that the requirements of Article XVIII, Section 4(b) are fulfilled. I 
shall, therefore, submit a proposal for allocations of SDRs in the 
fourth basic period as soon as further discussions and consultations 
lead me to the conclusion that there is broad support for a proposal 
that would be consistent with the Articles. In this connection, it is of 
importance that the Executive Board will, as requested by the Interim 
Committee, continue its deliberations on the subject with a view to 
arriving at conclusions that would enable me to make a proposal as 
soon as possible. 

June 9, 1981 
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A. Agreement Between the United Nations and the 
International Monetary Fund

* 

Article I 

GENERAL 

I .  This agreement, which is entered into by the United Nations 
pursuant to the provisions of Article 63 of its Charter, and by the 
International Monetary Fund (hereinafter called the Fund), pursuant 
to the provisions of Article X of its Articles of Agreement, is in
tended to define the terms on which the United Nations and the Fund 
shall be brought into relationship. 

2. The Fund is a specialized agency established by agreement 
among its member governments and having wide international re
sponsibilities, as defined in its Articles of Agreement, in economic 
and related fields within the meaning of Article 57 of the Charter of 
the United Nations. By reason of the nature of its international 
responsibilities and the terms of its Articles of Agreement, the Fund 
is, and is required to function as, an independent international 
organization. 

3. The United Nations and the Fund are subject to certain neces
sary limitations for the safeguarding of confidential material 
furnished to them by their members or others, and nothing in this 
agreement shall be construed to require either of them to furnish any 
information the furnishing of which would, in its judgment, consti
tute a violation of the confidence of any of its members or anyone 
from whom it shall have received such information, or which would 
otherwise interfere with the orderly conduct of its operations. 

Article II 

RECIPROCAL REPRESENTATION 

1 .  Representatives of the United Nations shall be entitled to 
attend, and to participate without vote in, meetings of the Board of 

*
The Agreement was approved by the Board of Governors of the Fund on September 17. 1947 

and by the General Assembly of the United Nations on November 15, 1947, and it came into force 

on November 15, 1947. 
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Governors of the Fund. Representatives of the United Nations shall 
be invited to participate without vote in meetings especially called by 
the Fund for the particular purpose of considering the United Nations 
point of view in matters of concern to the United Nations. 

2. Representatives of the Fund shall be entitled to attend meetings 
of the General Assembly of the United Nations for purposes of 
consultation. 

3.  Representatives of the Fund shall be entitled to attend, and to 
participate without vote in, meetings of the committees of the Gene
ral Assembly, meetings of the Economic and Social Council, of the 
Trusteeship Council and of their respective subsidiary bodies, deal
ing with matters in which the Fund has an interest. 

4. Sufficient advance notice of these meetings and their agenda 
shall be given so that, in consultation, arrangements can be made for 
adequate representation. 

Article Ill 

PROPOSAL OF AGENDA ITEMS 

In preparing the agenda for meetings of the Board of Governors, 
the Fund will give due consideration to the inclusion in the agenda 
of items proposed by the United Nations. Similarly, the Council and 
its commissions and the Trusteeship Council will give due consid
eration to the inclusion in their agenda of items proposed by the 
Fund. 

Article IV 

CONSULTATION AND RECOMMENDATIONS 

1 .  The United Nations and the Fund shall consult together and 
exchange views on matters of mutual interest. 

2.  Neither organization, nor any of their subsidiary bodies, will 
present any formal recommendations to the other without reasonable 
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prior consultation with regard thereto. Any formal recommendations 
made by either organization after such consultation will be consid
ered as soon as possible by the appropriate organ of the other. 

Article V 

EXCHANGE OF INFORMATION 

The United Nations and the Fund will, to the fullest extent prac
ticable and subject to paragraph 3 of Article I ,  arrange for the 
current exchange of information and publications of mutual interest, 
and the furnishing of special reports and studies upon request. 

Article VI 

SECURITY COUNCIL 

1 .  The Fund takes note o f  the obligation assumed, under para
graph 2 of Article 48 of the United Nations Charter, by such of its 
members as are also Members of the United Nations, to carry out the 
decisions of the Security Council through their action in the appro
priate specialized agencies of which they are members, and will, in 
the conduct of its activities, have due regard for decisions of the 
Security Council under Articles 4 1  and 42 of the United Nations 
Charter. 

2.  The Fund agrees to assist the Security Council by furnishing 
to it information in accordance with the provisions of Article V of 
this agreement. 

Article VII 

ASSISTANCE TO THE TRUSTEESHIP COUNCIL 

The Fund agrees to co-operate with the Trusteeship Council in the 
carrying out of its functions by furnishing information and technical 
assistance upon request, and in such other similar ways as may be 
consistent with the Articles of Agreement of the Fund. 
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Article VIII 

INTERNATIONAL COURT OF JUSTICE 

The General Assembly of the United Nations hereby authorizes 
the Fund to request advisory opinions of the International Court of 
Justice on any legal questions arising within the scope of the Fund's 
activities other than questions relating to the relationship between the 
Fund and the United Nations or any specialized agency. Whenever 
the Fund shall request the Court for an advisory opinion, the Fund 
will inform the Economic and Social Council of the request. 

Article IX 

STATISTICAL SERVICES 

1 .  In the interests of efficiency and for the purpose of reducing 
the burden on national Governments and other organizations, the 
United Nations and the Fund agree to co-operate in eliminating un
necessary duplication in the collection, analysis, publication and 
dissemination of statistical information. 

2 .  The Fund recognizes the United Nations as the central agency 
for the collection, analysis, publication, standardization and im
provement of statistics serving the general purposes of international 
organizations, without prejudice to the right of the Fund to concern 
itself with any statistics so far as they may be essential for its own 
purposes. 

3 .  The United Nations recognizes the Fund as the appropriate 
agency for the collection, analysis, publication, standardization and 
improvement of statistics within its special sphere, without prejudice 
to the right of the United Nations to concern itself with any statistics 
so far as they may be essential for its own purposes. 

4. (a) In its statistical activities the Fund agrees to give full 
consideration to the requirements of the United Nations and of the 
specialized agencies. 
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(b) In its statistical activities the United Nations agrees to 
give full consideration to the requirements of the Fund. 

5. The United Nations and the Fund agree to furnish each other 
promptly with all their non-confidential statistical information. 

Article X 

ADMINISTRATIVE RELATIONSHIPS 

l .  The United Nations and the Fund will consult from time to 
time concerning personnel and other administrative matters of mutual 
inrerest, with a view to securing as much uniformity in these matters 
as they shall find practicable and to assuring the most efficient use 
of the services and facilities of the two organizations. These consul
tations shall include determination of the most equitable manner in 
which special services furnished by one organization to the other 
should be financed. 

2. To the extent consistent with the provisions of this agreement, 
the Fund will participate in the work of the Coordination Committee 
and its subsidiary bodies. 

3 .  The Fund will furnish to the United Nations copies of the an
nual report and the quarterly financial statements prepared by the 
Fund pursuant to Section 7(a) of Article XI I of its Articles of Agree
ment. The United Nations agrees that, in the interpretation of para
graph 3 of Article 1 7  of the United Nations Charter it will take into 
consideration that the Fund does not rely for its annual budget upon 
contributions from its members, and that the appropriate authorities 
of the Fund enjoy full autonomy in deciding the form and content of 
such budget. 

4. The officials of the Fund shall have the right to use the laissez
passer of the United Nations in accordance with special arrangemenrs 
to be negotiated between the Secretary-General of the United Nations 
and the competent authorities of the Fund. 
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Article XI 

AGREEMENTS WITH OTHER ORGANIZATIONS 

The Fund will inform the Economic and Social Council of any 
formal agreement which the Fund shall enter into with any spe
cialized agency, and in particular agrees to inform the Council of the 
nature and scope of any such agreement before it is concluded. 

Article XII 

LIAISON 

I . The United Nations and the Fund agree to the foregoing provi
sions in the belief that they will contribute to the maintenance of 
effective co-operation between the two organizations. Each agrees 
that it will establish within its own organization such administrative 
machinery as may be necessary to make the liaison, as provided for 
in this agreement, fully effective. 

2. The arrangements provided for in the foregoing articles of this 
agreement shall apply, as far as is appropriate, to relations between 
such branch or regional offices as may be established by the two 
organizations, as well as between their central machinery. 

Article Xlll 

MISCELLANEOUS 

I .  The Secretary-General of the United Nations and the Managing 
Director of the Fund are authorized to make such supplementary 
arrangements as they shall deem necessary or proper to carry fully 
into effect the purposes of this agreement. 

2.  This agreement shall be subject to revision by agreement be
tween the United Nations and the Fund from the date of its entry into 
force. 

3. This agreement may be terminated by either party thereto on 
six months' written notice to the other party, and thereupon all rights 
and obligations of both parties hereunder shall cease. 

646 



©International Monetary Fund. Not for Redistribution 

UNITED NATIONS-FUND AGREEMENT 

4. This agreement shall come into force when it shall have been 
approved by the General Assembly of the United Nations and the 
Board of Governors of the Fund. 
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B. United Nations Convention on the Privileges 
and Immunities of the Specialized Agencies 

• 
and Annex V 

WHEREAS the General Assembly of the United Nations adopted 
on 1 3  February 1946 a resolution contemplating the unification as far 
as possible of the privileges and immunities enjoyed by the United 
Nations and by the various specialized agencies; and 

WHEREAS consultations concerning the implementation of the 
aforesaid resolution have taken place between the United Nations and 
the specialized agencies; 

CONSEQUENTLY, by resolution 179(11) adopted on 2 1  November 
194 7,  the General Assembly has approved the following Convention, 
which is submitted to the specialized agencies for acceptance and to 
every Member of the United Nations and to every other State mem
ber of one or more of the specialized agencies for accession. 

Article I 

DEFINITION AND SCOPE 

Section 1 

In this Convention: 

(i) The words "standard clauses" refer to the provisions of 
Articles II to IX. 

(ii) The words "specialized agencies" mean: 

(a) The International Labour Organisation; 

•
The Convention was adopted by the United Nations General Assembly on November 21, 1947. 

The E.ltecutive Directors of the Fund accepted the standard clauses of the Convention and approved 
Annelt V with respect to the Fund on April 11,  1949. The Annelt became effective on May 9, 1949, 
when it was received by the United Nations. 
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(b) The Food and Agriculture Organization of the United 
Nations; 

(c) The United Nations Educational, Scientific and 
Cultural Organization; 

(d) The International Civil Aviation Organization; 

(e) The International Monetary Fund; 

(j) The International Bank for Reconstruction and 
Development; 

(g) The World Health Organization; 

(h) The Universal Postal Union; 

(i) The International Telecommunication Union; and 

(j) Any other agency in relationship with the United 
Nations in accordance with Articles 57 and 63 of the Charter. 

(iii) The word "Convention" means, in relation to any particu
lar specialized agency, the standard clauses as modified by the 
final (or revised) text of the annex transmitted by that agency in 
accordance with Sections 36 and 38. 

(iv) For the purposes of Article III, the words "property and 
assets" shall also include property and funds administered by a 
specialized agency in furtherance of its constitutional functions. 

(v) For the purposes of Articles V and VII, the expression 
"representatives of members" shall be deemed to include all 
representatives, alternates, advisers, technical experts and 
secretaries of delegations. 

(vi) In Sections 1 3 ,  14,  1 5  and 25, the expression "meetings 
convened by a specialized agency" means meetings: ( 1)  of its 
assembly and of its executive body (however designated), and (2) 
of any commission provided for in its constitution; (3) of any 
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international conference convened by it; and (4) of any committee 
of any of these bodies. 

(vii) The term "executive head" means the principal executive 
official of the specialized agency in question, whether designated 
"Director-General" or otherwise. 

Section 2 

Each State party to this Convention in respect of any specialized 
agency to which this Convention has become applicable in accor
dance with Section 37 shall accord to, or in connexion with, that 
agency the privileges and immunities set forth in the standard clauses 
on the conditions specified therein, subject to any modification of 
those clauses contained in the provisions of the final (or revised) 
annex relating to that agency and transmitted in accordance with 
Sections 36 or 38. 

Article II 

JURIDICAL PERSONALITY 

Section 3 

The specialized agencies shall possess juridical personality. They 
shall have the capacity (a) to contract, (b) to acquire and dispose of 
immovable and movable property, (c) to institute legal proceedings. 

Article III 

PROPERTY, FUNDS AND ASSETS 

Section 4 

The specialized agencies, their property and assets, wherever 
located and by whomsoever held, shall enjoy immunity from every 
form of legal process except in so far as in any particular case they 
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have expressly waived their immunity. It is, however, understood 
that no waiver of immunity shall extend to any measure of execution. 

Section 5 

The premises of the specialized agencies shall be inviolable. The 
property and assets of the specialized agencies, wherever located and 
by whomsoever held, shall be immune from search, requisition, con
fiscation, expropriation and any other form of interference, whether 
by executive, administrative, judicial or legislative action. 

Section 6 

The archives of the specialized agencies, and in general all docu
ments belonging to them or held by them, shall be inviolable, wher
ever located. 

Section 7 

Without being restricted by financial controls, regulations or 
moratoria of any kind: 

(a) The specialized agencies may hold funds, gold or curren
cy of any kind and operate accounts in any currency; 

(b) The specialized agencies may freely transfer their funds, 
gold or currency from one country to another or within any coun
try and convert any currency held by them into any other cur
rency. 

Section 8 

Each specialized agency shall, in exerctsmg its rights under 
Section 7 above, pay due regard to any representations made by the 
Government of any State party to this Convention in so far as it is 
considered that effect can be given to such representations without 
detriment to the interests of the agency. 

Section 9 

The specialized agencies, their assets, income and other property 
shall be: 
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(a) Exempt from all direct taxes; it is understood, however, 
that the specialized agencies will not claim exemption from taxes 
which are, in fact, no more than charges for public utility 
services; 

(b) Exempt from customs duties and prohibitions and restric
tions on imports and exports in respect of articles imported or 
exported by the specialized agencies for their official use; it is 
understood, however, that articles imported under such exemption 
will not be sold in the country into which they were imported 
except under conditions agreed to with the Government of that 
country; 

(c) Exempt from duties and prohibitions and restrictions on 
imports and exports in respect of their publications. 

Section IO 

While the specialized agencies will not, as a general rule, claim 
exemption from excise duties and from taxes on the sale of movable 
and immovable property which forms part of the price to be paid, 
nevertheless when the specialized agencies are making important 
purchases for official use of property on which such duties and taxes 
have been charged or are chargeable, States parties to this 
Convention will, whenever possible, make appropriate administrative 
arrangements for the remission or return of the amount of duty or 
tax. 

Article IV 

FACILITIES IN RESPECT OF COMMUNICATIONS 

Section I I  

Each specialized agency shall enjoy, i n  the territory of each State 
party to this Convention in respect of that agency, for its official 
communications, treatment not less favourable than that accorded by 
the Government of such State to any other Government, including the 
latter's diplomatic mission, in the matter of priorities, rates and taxes 
on mails, cables, telegrams, radiograms, telephotos, telephone and 
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other communications, and press rates for information to the press 
and radio. 

Section 12 

No censorship shall be applied to the official correspondence and 
other official communications of the specialized agencies. 

The specialized agencies shall have the right to use codes and w 
dispatch and receive correspondence by courier or in sealed bags, 
which shall have the same immunities and privileges as diplomatic 
couriers and bags. 

Nothing in this section shall be construed to preclude the adoption 
of appropriate security precautions to be determined by agreemem 
between a State party to this Convention and a specialized agency. 

Article V 

REPRESENTATIVES OF MEMBERS 

Section 13 

Representatives of members at meetings convened by a specialized 
agency shall, while exercising their functions and during their 
journeys to and from the place of meeting, enjoy the following 
privileges and immunities: 

(a) r mmunity from personal arrest or detention and from 
seizure of their personal baggage, and in respect of words spoken 
or written and all acts done by them in iheir official capacity, 
immunity from legal process of every kind: 

(b) Inviolability for all papers and documents: 

(c) The right to use codes and to receive papers or cor
respondence by courier or in sealed bags; 

(d) Exemption in respect of themselves and their spouses 
from immigration restrictions, aliens· registration or national 

653 



©International Monetary Fund. Not for Redistribution 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

service obligations in the State which they are visiting or through 
which they are passing in the exercise of their functions; 

(e) The same facilities in respect of currency or exchange 
restrictions as are accorded to representatives of foreign 
Governmenrs on temporary official missions; 

(/) The same immunities and facilities in respect of their 
personal baggage as are accorded to members of comparable rank 
of diplomatic missions. 

Section 14 

In order to secure for the representatives of members of the 
specialized agencies at meetings convened by them complete freedom 
of speech and complete independence in the discharge of their duties, 
the immunity from legal process in respect of words spoken or 
written and all acts done by them in discharging their duties shall 
continue to be accorded, notwithstanding that the persons concerned 
are no longer engaged in the discharge of such duties. 

Section 15 

Where the incidence of any form of taxation depends upon resi
dence, periods during which the representatives of members of the 
specialized agencies at meetings convened by them are present in a 
member State for the discharge of their duties shall not be considered 
as periods of residence. 

Section 16 

Privileges and immunities are accorded to the representatives of 
members, not for the personal benefit of the individuals themselves, 
but in order to safeguard the independent exercise of their functions 
in connexion with the specialized agencies. Consequently. a member 
not only has the right but is under a duty to waive the immunity of 
its representatives in any case where, in the opinion of the member, 
the immunity would impede the course of justice, and where it can 
be waived without prejudice to the purpose for which the immunity 
is accorded. 
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Section 1 7  

The provisions of Sections 1 3 ,  1 4  and I 5 are not applicable in 
relation to the authorities of a State of which the person is a national 
or of which he is or has been a representative. 

Article VI 

OFFICIALS 

Section 18 

Each specialized agency will specify the categories of officials to 
which the provisions of this Article and of Article VIII shall apply. 
It shall communicate them to the Governments of all States parties 
to this Convention in respect of that agency and to the Secretary
General of the United Nations. The names of the officials included 
in these categories shall from time to time be made known to the 
above-mentioned Governments. 

Section 19  

Officials o f  the specialized agencies shall: 

(a) Be immune from legal process in respect of words spoken 
or written and all acts performed by them in their official 
capacity; 

(b) Enjoy the same exemptions from taxation in respect of the 
salaries and emoluments paid to them by the specialized agencies 
and on the same conditions as are enjoyed by officials of the 
United Nations; 

(c) Be immune, together with their spouses and relatives 
dependent on them, from immigration restrictions and alien 
registration; 

(d) Be accorded the same privileges in respect of exchange 
facilities as are accorded to officials of comparable rank of 
diplomatic missions; 

655 



©International Monetary Fund. Not for Redistribution 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

(e) Be given, together with their spouses and relatives 
dependent on them, the same repatriation facilities in rime of 
international crises as officials of comparable rank of diplomatic 
missions; 

(j) Have the right to import free of duty their furniture 
and effects at the time of first taking up their post in the country 
in question. 

Section 20 

The officials of the specialized agencies shall be exempt from 
national service obligations, provided that in relation to the States of 
which they are nationals, such exemption shall be confined to 
officials of the specialized agencies whose names have, by reason of 
their duties, been placed upon a list compiled by the executive head 
of the specialized agency and approved by the State concerned. 

Should other officials of specialized agencies be called up for 
national service, the State concerned shall, at the request of the 
specialized agency concerned, grant such temporary deferments in 
the call-up of such officials as may be necessary to avoid interruption 
in the continuation of essential work. 

Section 21 

In addition to the immunities and privileges specified in Sec
tions 1 9  and 20, the executive head of each specialized agency, 
including any official acting on his behalf during his absence from 
duty, shall be accorded in respect of himself, his spouse and minor 
children, the privileges and immunities, exemptions and facilities 
accorded to diplomatic envoys, in accordance with international law. 

Section 22 

Privileges and immunities are granted to officials in the interests 
of the specialized agencies only and not for personal benefit of the 
individuals themselves. Each specialized agency shall have the right 
and the duty to waive immunity of any official in any case where, in 
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its opinion, the immunity would impede the course of justice and can 
be waived without prejudice to the interests of the specialized 
agency. 

Section 23 

Each specialized agency shall co-operate at all times with the 
appropriate authorities of member States to facilitate the proper 
administration of justice, secure the observance of police regulations 
and prevent the occurrence of any abuses in connexion with the pri
vileges, immunities and facilities mentioned in this article. 

Article VII 

ABUSES OF PRIVILEGE 

Section 24 

If any State party to this Convention considers that there has been 
an abuse of a privilege or immunity conferred by this Convention, 
consultations shall be held between that State and the specialized 
agency concerned to determine whether any such abuse has occurred 
and, if so, to attempt to ensure that no repetition occurs. If such 
consultations fail to achieve a result satisfactory to the State and the 
specialized agency concerned, the question whether an abuse of a 
privilege or immunity has occurred shall be submitted to the 
International Court of Justice in accordance with Section 32. If the 
International Court of Justice finds that such an abuse has occurred, 
the State party to this Convention affected by such abuse shall have 
the right, after notification to the specialized agency in question, to 
withhold from the specialized 2gency concerned the benefits of the 
privilege or immunity so abused. 

Section 25 

l .  Representatives of members at meetings convened by specia
lized agencies, while exercising their functions and during their 
journeys to and from the place of meeting, and officials within the 
meaning of Section 1 8 ,  shall not be required by the territorial 
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authorities to leave the country in which they are performing their 
functions on account of any activities by them in their official 
capacity. In the case, however. of abuse of privileges of residence 
committed by any such person in activities in that country outside his 
official functions, he may be required to leave by the Governmem of 
that country provided that: 

2 .  (I) Representatives of members, or persons who are entitled 
to diplomatic immunity under Section 2 1  , shall not be required to 
leave the country otherwise than in accordance with the diplomatic 
procedure applicable to diplomatic envoys accredited to that country. 

(II) In the case of an official to whom Section 2 1  is not appli
cable, no order to leave the country shall be issued other than with 
the approval of the Foreign Minister of the country in question, and 
such approval shall be given only after consultation with the 
executive head of the specialized agency concerned; and, if expulsion 
proceedings are taken against an official, the executive head of  the 
specialized agency shall have the right to appear in such proceedings 
on behalf of the person against whom they are instituted. 

Article VIII 

LAISSEZ-PASSER 

Section 26 

Officials of the specialized agencies shall be entitled to use the 
United Nations laissez-passer in conformity with administrative 
arrangements to be concluded between the Secretary-General of the 
United Nations and the competent authorities of the specialized 
agencies, to which agencies special powers to issue laissez-passer 
may be delegated. The Secretary-General of the United Nations shall 
notify each State party to this Convention of each administrative 
arrangement so concluded. 

Section 27 

States parties to this Convention shall recognize and accept the 
United Nations laissez-passer issued to officials of the specialized 
agencies as valid travel documents. 
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Section 28 

Applications for visas, where required, from officials of 
specialized agencies holding United Nations laissez-passer when 
accompanied by a certificate that they are travelling on the business 
of a specialized agency, shall be dealt with as speedily as possible. 
In addition, such persons shall be granted facilities for speedy travel. 

Section 29 

Similar facilities to those specified in Section 28 shall be accorded 
to experts and other persons who, though not the holders of United 
Nations laissez-passer, have a certificate that they are travelling on 
the business of a specialized agency. 

Section 30 

The executive heads, assistant executive heads, heads of depart
ments and other officials of a rank not lower than head of department 
of the specialized agencies, travelling on United Nations 
laissez-passer on the business of the specialized agencies, shall be 
granted the same facilities for travel as are accorded to officials of 
comparable rank in diplomatic missions. 

Article IX 

SETTLEMENT OF DISPUTES 

Section 31 

Each specialized agency shall make provision for appropriate 
modes of settlement of: 

(a) Disputes arising out of contracts or other disputes of private 
character to which the specialized agency is a party; 
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(b) Disputes involving any official of a specialized agency who 
by reason of his official position enjoys immunity, if immunity has 
not been waived in accordance with the provisions of Section 22. 

Section 32 

All differences arising out of the incerpretation or application of 
the present Convention shall be referred to the International Court of 
Justice unless in any case it is agreed by the parties to have recourse 
to another mode of settlement. If a difference arises between one of 
the specialized agencies on the one hand, and a member on the other 
hand, a request shall be made for an advisory opinion on any legal 
question involved in accordance with Article 96 of the Charter and 
Article 65 of the Statute of the Court and the relevant provisions of 
the agreements concluded between the United Nations and the 
specialized agency concerned. The opinion given by the Court shall 
be accepted as decisive by the parties. 

Article X 

ANNEXES AND APPLICATION TO INDIVIDUAL 

SPECIALIZED AGENCIES 

Section 33 

In their application to each specialized agency, the standard 
clauses shall operate subject to any modifications set forth in the 
final (or revised) text of the annex relating to that agency, as 
provided in Sections 36 and 38.  

Section 34 

The provisions of the Convention in relation to any specialized 
agency must be interpreted in the light of the functions with which 
that agency is entrusted by its constitutional instrument. 

Section 35 

Draft annexes I to IX are recommended to the specialized agencies 
named therein. In the case of any specialized agency not mentioned 
by name in Section I ,  the Secretary-General of the United Nations 
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shall transmit to the agency a draft annex recommended by the 
Economic and Social Council. 

Section 36 

The final text of each annex shall be that approved by the specia
lized agency in question in accordance with its constitutional 
procedure. A copy of the annex as approved by each specialized 
agency shall be transmitted by the agency in question to the 
Secretary-General of the United Nations and shall thereupon replace 
the draft referred to in Section 35. 

Section 37 

The present Convention becomes applicable to each specialized 
agency when it has transmitted to the Secretary-General of the United 
Nations the final text of the relevant annex and has informed him that 
it accepts the standard clauses, as modified by this annex, and under
takes to give effect to Sections 8, 1 8 ,  22, 23, 24, 3 1 ,  32, 42 and 45 
(subject to any modification of Section 32 which may be found 
necessary in order to make the final text of the annex consonant with 
the constitutional instrument of the agency) and any provisions of the 
annex placing obligations on the agency. The Secretary- General 
shall communicate to all Members of the United Nations and to other 
States members of the specialized agencies certified copies of all 
annexes transmitted to him under this section and of revised annexes 
transmitted under Section 38. 

Section 38 

If, after the transmission of a final annex under Section 36, any 
specialized agency approves any amendments thereto in accordance 
with its constitutional procedure, a revised annex shall be transmitted 
by it to the Secretary-General of the United Nations. 

Section 39 

The provisions of this Convention shall in no way limit or pre
judice the privileges and immunities which have been, or may here
after be, accorded by any State to any specialized agency by reason 
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of the location in the territory of that State of its headquarters or 
regional offices. This Convention shall not be deemed to prevent the 
conclusion between any State party thereto and any specialized 
agency of supplemental agreements adjusting the provisions of this 
Convention or extending or curtailing the privileges and immunities 
thereby granted. 

Section 40 

It is understood that the standard clauses, as modified by the final 
text of an annex sent by a specialized agency to the Secretary
General of the United Nations under Section 36 (or any revised 
annex sent under Section 38), will be consistent with the provisions 
of the constitutional instrument then in force of the agency in 
question, and that if any amendment to that instrument is necessary 
for the purpose of making the constitutional instrument so consistent, 
such amendment will have been brought into force in accordance 
with the constitutional procedure of that agency before the final (or 
revised) annex is transmitted. 

The Convention shall not itself operate so as to abrogate, or dero
gate from, any provisions of the constitutional instrument of any 
specialized agency or any rights or obligations which the agency may 
otherwise have, acquire, or assume. 

Article XI 

FINAL PROVISIONS 

Section 41 

Accession to this Convention by a Member of the United Nations 
and (subject to Section 42) by any State member of a specialized 
agency shall be effected by deposit with the Secretary-General of the 
United Nations of an instrument of accession which shall take effect 
on the date of its deposit. 
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Section 42 

Each specialized agency concerned shall communicate the text of 
this Convention together with the relevant annexes to those of its 
members which are not Members of the United Nations and shall 
invite them to accede thereto in respect of that agency by depositing 
an instrument of accession to this Convention in respect thereof 
either with the Secretary-General of the United Nations or with the 
executive head of the specialized agency. 

Section 43 

Each State party to this Convention shall indicate in its instrument 
of accession the specialized agency or agencies in respect of which 
it undertakes to apply the provisions of this Convention. Each State 
party to this Convention may by subsequent written notification to 
the Secretary-General of the United Nations undertake to apply the 
provisions of this Convention to one or more further specialized 
agencies. This notification shall take effect on the date of its receipt 
by the Secretary-General. 

Section 44 

This Convention shall enter into force for each State party to this 
Convention in respect of a specialized agency when it has become 
applicable to that agency in accordance with Section 37 and the State 
party has undertaken to apply the provisions of the Convention to 
that agency in accordance with Section 43. 

Section 45 

The Secretary-General of the United Nations shall inform all 
Members of the United Nations, as well as all members of the spe
cialized agencies, and executive heads of the specialized agencies, of 
the deposit of each instrument of accession received under Section 4 1  

and o f  subsequent notifications received under Section 43. The 
executive head of a specialized agency shall inform the Secre
tary-General of the United Nations and the members of the agency 
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concerned of the deposit of any instrument of accession deposited 
with him under Section 42. 

Section 46 

I t  is understood that, when an instrument of accession or a subse
quent notification is deposited on behalf of any State, this State will 
be in a position under its own law to give effect to the terms of this 
Convention, as modified by the final texts of any annexes relating to 
the agencies covered by such accessions or notifications. 

Section 47 

l .  Subject to the provisions of paragraphs 2 and 3 of this section, 
each State party to this Convention undertakes to apply this 
Convention in respect of each specialized agency covered by its 
accession or subsequent notification, until such time as a revised 
convention or annex shall have become applicable to that agency and 
the said State shall have accepted the revised convention or annex. 
In the case of a revised annex, the acceptance of States shall be by 
a notification addressed to the Secretary-General of the United 
Nations, which shall take effect on the date of its receipt by the 
Secretary-General . 

2. Each State party to this Convention, however, which is not, or 
has ceased to be, a member of a specialized agency, may address a 
written notification to the Secretary-General of the United Nations 
and the executive head of the agency concerned to the effect that it 
intends to withhold from that agency the benefits of this Convention 
as from a specified date, which shall not be earlier than three months 
from the date of receipt of the notification. 

3 .  Each State party to this Convention may withhold the benefit 
of this Convention from any specialized agency which ceases to be 
in relationship with the United Nations. 

4. The Secretary-General of the United Nations shall inform all 
member States parties to this Convention of any notification 
transmitted to him under the provisions of this section. 
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Section 48 

At the request of one-third of the States parties to this 
Convention, the Secretary-General of the United Nations will 
convene a conference with a view to its revision. 

Section 49 

The Secretary-General of the United Nations shall transmit copies 
of this Convention to each specialized agency and to the Government 
of each Member of the United Nations. 
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ANNEX V 

International Monetary Fund 

In its application to the International Monetary Fund (hereinafter 
called "the Fund"), the Convention (including this annex) shall 
operate subject to the following provisions: 

I .  Section 32 of the standard clauses shall only apply to differen
ces arising out of the interpretation or application of privileges and 
immunities which are derived by the Fund solely from this 
Convention and are not included in those which it can claim under 
its Articles of Agreement or otherwise. 

2. The provisions of the Convention (including this annex) do not 
modify or amend or require the modification or amendment of the 
Articles of Agreement of the Fund or impair or limit any of the 
rights, immunities, privileges or exemptions conferred upon the Fund 
or any of its members, Governors, Executive Directors, alternates, 
officers or employees by the Articles of Agreement of the Fund, or 
by any statute, law or regulation of any member of the Fund or any 
political subdivision of any such member, or otherwise. 
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List of Members Which Have Accepted the UN Convention 
on Privileges and Immunities of the Specialized Agencies 

with Respect to the Fund as of June 30, 1997 

Country 

Algeria . . . . . . . . . . . . . • . . . . . . . . . . .  

Argentina . . . . . . . . . . . . . . . . . . . . . . .  . 

Australia . . . . . . . . . . . . . . . . . . . . . . .  . 
Austria 
Bahrain . . . . . . . . . . . . . . . . . . . . . . . .  . 

Barbados . . . . . . . . . . . . . . . . . . . . . . .  . 
Belarus . . . • . . . . . . . . . . . . . . . . . . . . .  

Belgium . . . . . . . . . . . . . . . . . . . . . . . .  . 

Bosnia and Herzegovina . . . . . . . . . . . . . .  . 
Botswana . . . . . . . . . . . . . . . . . . . . . . .  . 

Brazil . . . . . . . . . . . . . . . . . . . . . . .  . 
Burkina Faso . . . . . . . . . . . . . . . . . . . . .  . 
Cameroon . . . . . . . . . . . . . . . . . . . . . . .  . 
Chile . . . . . . . . . . . . . . . . . . . . . . . .  . 

China 

Cote d 'Ivoire . . . . . . . . . . . . . . . . . . . . .  . 

Croatia . . . . . . . . . . . . . . . . . . . . . . . .  . 

Czech Republic . . . . . . . . . . . . . . . . . . .  . 

Denmark . . . . . . . . . . . . . . . . . . . . . . .  . 

Dominica . . . . . . . . . . . . . . . . . . . . . . .  . 

Ecuador 
Egypt 
Finland 
Gabon 
Gambia, The . . . . . . . . . . . . . . . . . . . . .  . 

Germany, Federal Republic of . . . . . . . . . .  . 

Ghana . . . . . . . . . . . . . . . . . . . . . . . .  . 

Greece 
Guatemala . . . . . . . . . . . . . . . . . . . . . . .  . 
Guinea 

Guyana 
Haiti 
Hungary 
India 

667 

Effective Date 

March 25. 1 964 
October 10, 1963 

May 9, 1986 
July 2 1 ,  1950 

September 17, 1992 

November 19, 1971 
August 27, 1992 
March 14, 1962 
March 6. 1992 

April 5, 1983 

March 22. 1963 
April 6. 1962 

April 30. 1992 
September 2 1 ,  1951 

June 30. 1981 

June 4, 1962 
October 8, 1991 
January I .  1993 

January 25, 1950 
June 24, 1988 

July 7, 1953 
October 18 ,  1954 

July 3 1 ,  1958 
November 30. 1982 

August I , 1966 

October 10, 1957 
September 9, 1958 

June 2 1 .  1977 
June 30, 1951 

March 29, 1968 

September 13 .  1973 
April 16 .  1952 

August 19.  1982 
October 19. 1949 
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Country 

Indonesia . . . . . . . . . . . . . . . . . . . . . . .  . 

Iran, Islamic Republic of . . . . . . . . . . . . .  . 

Iraq . . . . . . . . . . . . . . . . . . . . . . . .  . 

Ireland . . . . . . . . . . . . . . . . . . . . . . . .  . 

Italy . . . . . . . . . . . . . . . . . . . . . . . .  . 

Japan 
Kenya 
Korea 
Kuwait . . . . . . . . . . . . . . . . . . . . . . . .  . 
Lao People's Democratic Republic . . . . . . . .  . 

Lesotho . . . . . . . . . . . . . . . . . . . . . . . .  . 
Libya . . . . . . . . . . . . . . . . . . . . . . . .  . 
Luxembourg . . . . . . . . . . . . . . . . . . . . .  . 

Madagascar . . . . . . . . . . . . . . . . . . . . . .  . 

Malawi . . . . . . . . . . . . . . . . . . . . . . . .  . 

Mali 
Malta 
Morocco . . . . . . . . . . . . . . . . . . . . . . . .  . 

Nepal . . . . . . . . . . . . . . . . . . . . . . . .  . 

Netherlands . . . . . . . . . . . . . . . . . . . . . .  . 

Nicaragua . . . . . . . . . . . . . . . . . . . . . . .  . 
Niger . . . . . . . . . . . . . . . . . . . . . . . .  . 
Norway . . . . . . . . . . . . . . . . . . . . . . . .  . 

Pakistan . . . . . . . . . . . . . . . . . . . . . . . .  . 
Philippines . . . . . . . . . . . . . . . . . . . . . .  . 

Poland 
Romania . . . . . . . . . . . . . . . . . . . . . . . .  . 
Russian Federation . . . . . . . . . . . . . . . . .  . 

Rwanda . . . . . . . . . . . . . . . . . . . . . . . .  . 
St. Lucia . . . . . . . . . . . . . . . . . . . . . . .  . 

Senegal . . . . . . . . . . . . . . . . . . . . . . . .  . 

Seychelles . . . . . . . . . . . . . . . . . . . . . . .  . 
Slovak Republic . . . . . . . . . . . . . . . . . . .  . 
Slovenia . . . . . . . . . . . . . . . . . . . . . . . .  . 

Spain . . . . . . . . . . . . . . . . . . . . . . . .  . 
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Effective Date 

March 8 ,  1972 
May 16, 1974 

July 9, 1954 
May 10, 1 967 

August 30, 1985 

April 18. 1963 
July I ,  1965 

May 13 ,  1977 
February 7, 1963 

August 9, 1960 

November 26, 1969 
April 30, 1958 

September 20, 1950 
January 3, 1966 
August 2, 1965 

June 24. 1968 
February 13 ,  1969 
November 3, 1976 

September 28, 1965 
July 2 1 ,  1949 

April 6, 1959 
May 15,  1968 

January 25, 1950 
November 7, 195 I 

March 20, 1950 

June I I .  1 990 
August 23, 1974 

June 29. I 994 
June 23, 1964 

September 2, 1986 

March 2, 1966 

July 24, 1985 
January I ,  1993 

June 25, 1991 
September 26. 1974 
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Country 

Sweden 
Tanzania . . . . . . . . . . . . . . . . . . . . . . . .  . 

Thailand . . . . . . . . . . . . . . . . . . . . . . . .  . 
Trinidad and Tobago . . . . . . . . . . . . . . . .  . 

Tunisia . . . . . . . . . . . . . . . . . . . . . . . .  . 

Uganda . . . . . . . . . . . . . . . . . . . . . . . .  . 
Ukraine . . . . . . . . . . . . . . . . . . . . . . . .  . 
Uruguay . . . . . . . . . . . . . . . . . . . . . . . .  . 
Uzbekistan . . . . . . . . . . . . . . . . . . . . . .  . 

Za'ire . . . . . . . . . . . . . . . . . . . . . . . .  . 

Zimbabwe . . . . . . . . . . . . . . . . . . . . . . .  . 
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Effective Dale 

September 12, 1951 
April 1 0 .  1963 
June 19, 1961 

October 19, 1965 
December 3. 1957 

August I I .  1983 
February 25. 1993 

December 29. 1977 
February 18 ,  1997 
December 8, 1964 

March 5, 1991 
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AGREEMENT FOR THE ESTABLISHMENT OF THE 
JOINT VIENNA INSTITUTE 

THE PARTIES SIGNATORY HERETO, 

RECOGNIZING the importance of assisting Central and Eastern 
European countries and countries formerly republics of the U.S.S.R. 
in their transition to market-based economies; 

NOTING that the training of officials from these countries is one 
important component of such assistance; 

HAVING REGARD to the common interests of the Parties in esta
blishing a training institute in Vienna, Austria, for this purpose; and 

RESPONDING to the invitation of the Republic of Austria to locate 
such an institute in Vienna; 

HAVE AGREED as follows: 

Article I 

ESTABLISHMENT AND STATUS 

I .  There is hereby established the Joint Vienna Institute (the 
"Institute") as an international organization with full juridical 
personality. 

2. The Institute shall operate in accordance with this Agreement. 

Article II 

PURPOSE AND ACTIVITIES 

I .  The purpose of the Institute shall be to provide training to 
support and supplement the national efforts of the countries of 
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Central and Eastern Europe, the countries formerly republics of the 
U.S .S .R . ,  and other countries, in their transition from centrally 
planned economies to market-based economies. 

2 .  To this end, the Institute shall offer courses of instruction of 
the highest standard and of direct relevance to the purpose of para
graph I above, including courses in the areas of administration and 
economic and financial management. The Institute shall provide 
training primarily to public officials, and to other persons, with due 
regard to the role of the private sector. The Institute will also assist 
training institutes by providing training and other support. 

Article Ill 

POWERS 

The Institute shall have the capacity: 

(a) to contract; 

(b) to acquire and dispose of immovable and movable property: 

(c) to institute and respond to legal proceedings; and 

(d) to take such other action as may be necessary or useful for its 
purpose and activities. 

Article IV 

HEADQUARTERS 

I .  The headquarters of the Institute shall be located in Vienna, 
Austria, under such terms and conditions as agreed between the 
Institute and the Republic of Austria. 

2.  The Institute may establish facilities in other locations as 
required to support its activities. 
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Article V 

ORGANIZATION AND MANAGEMENT 

I .  Structure of the Institute 

The Institute shall have an Executive Board, an Advisory Commit
tee, a Director, and staff. 

2 .  Executive Board 

(a) The Executive Board (the " Board") shall be responsible for 
the conduct of the business of the Institute. 

(b) Each of the Parties shall appoint one Member to the Board 
and one Alternate Member to act for the Member when he is unable 
to serve. 

(c) The Board shall elect a Chairman and a Vice-Chairman from 
among its Members. 

(d) The Board shall meet at least once a year. Meetings of the 
Board shall be called by the Chairman as required or when requested 
by at least two Members of the Board. 

(e) A majority of Members of the Board shall constitute a 
quorum for any meeting of the Board. 

(f) Decisions of the Board shall be taken by a majority of votes 
cast, provided that: 

(i) the following decisions shall be subject to the approval of 
all Members voting: decisions under Article V, paragraph 2(g)(i), 
Article V, paragraph 2(g)(iii), Article V, paragraph 2(g)(vi) and 
Article XVI; and 

(ii) the following decisions shall be subject lO the approval of 
four-fifths of all Members voting: decisions approving the work 
program under Article V,  paragraph 2(g)(ii) and decisions 
approving the annual budget under Article V, paragraph 2(g)(iv). 
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(g) The Board shall: 

(i) adopt by-laws for the governance of the Institute in 
accordance with this Agreement, including by-laws for the imple
mentation of the provisions of Article IX, paragraphs 3 and 4; 

(ii) determine the Institute's policies and approve its work 
program; 

(iii) select the Director and external auditor of the Institute; 

(iv) approve the Institute's annual budget, audited financial 
statements and reports; 

(v) appoint members of the Advisory Committee; and 

(vi) approve agreements to be concluded under Article VIII. 

3 .  Director and Staff 

(a) The Director shall be chief of the operating staff of the 
Institute and shall, under the direction of the Board: 

(i) conduct the ordinary business of the Institute; 

(ii) represent the Institute in its dealings with third 
parties; and 

(iii) do and perform all other acts necessary to further the 
purpose of the Institute. 

(b) The Director shall serve for a term of two years, subject to 
renewal. 

(c) The Director shall be responsible entirely to the Board, and 
to no other authority, for operating and managing the Institute in 
accordance with this Agreement, the by-laws and other decisions of · 

the Board. 

(d) Subject to the general control of the Board, the Director shall 
be responsible for the organization, appointment and dismissal of the 

676 



©International Monetary Fund. Not for Redistribution 

THE JOINT VIENNA INSTITUTE 

staff of the Institute. In appointing the staff, the Director shall secure 
the highest standards of efficiency and of technical competence. 

4 .  Advisory Commillee 

The Advisory Committee shall consist of members appointed by 
the Board, including representatives of countries referred to in 
Article II, paragraph 1 ,  to advise it on the Institute's general training 
policies and programs. 

Article VI 

ASSOCIATE MEMBERS 

I .  The Board may appoint major contributors to the Institute as 
Associate Members for such periods of time as it shall determine. 

2 .  The Board may invite Associate Members to participate in its 
meetings for particular agenda items. Associate Members shall have 
no right to vote. 

3 .  The Institute shall provide Associate Members with copies of 
its work program, annual budget, and of its annual report referred 
to in Article IX, paragraph 4. 

Article VII 

COOPERATIVE RELATIONSHIPS 

The Institute may establish cooperative relationships with any 
public or private entity, including other training and teaching 
institutions. 

Article VIII 

PRIVILEGES AND IMMUNITIES 

I .  The Institute, the Members of the Board and their alternates, 
members of the Advisory Committee, the Director, staff and experts 
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shall enjoy such privileges and immunities as agreed between the 
Institute and the Republic of Austria. 

2. The Institute may conclude agreements with other countries 
in order to secure appropriate privileges and immunities. 

Article IX 

FINANCES AND REPORTS 

I .  The resources of the Institute shall include the following: 

(a) voluntary contributions by each Party; 

(b) contributions by the Republic of Austria; 

(c) contributions from other sources; and 

(d) income accruing from such contributions and other 
income. 

2 .  The fiscal year of the Institute shall be the calendar year. 

3 .  Each year, the Director shall prepare and submit to the 
Board, for its approval, the annual work program and budget. 

4. Each year, the Director shall prepare and submit to the 
Board, for its approval, an annual report containing an audited 
statement of the Institute's accounts and a summary of the activities 
of the Institute. Such audit shall be conducted by an independent 
external auditor selected by the Board. 

Article X 

LIABILITY 

1 .  No Party or Associate Member shall be required to provide 
financial support to the Institute beyond such contributions as it has 
pledged. 
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2. The Parties shall not be responsible, individually or collec
tively, for any debts, liabilities, or other obligations of the Institute; 
a statement to this effect shall be included in each of the agreements 
concluded by the Institute under Article VIII. 

Article XI 

AMENDMENTS 

This Agreement may be amended only with the agreement of all 
Parties. 

Article XII 

COMING INTO FORCE AND DEPOSITARY 

1 . This Agreement shall be open for signature by the following 
organizations: The Bank for International Settlements, the European 
Bank for Reconstruction and Development, the International Bank 
for Reconstruction and Development, the International Monetary 
Fund, and the Organisation for Economic Co-operation and 
Development. 

2. This Agreement shall come into force upon signature by four 
of the above-named organizations and shall remain open for signa
ture by such organizations for a period of one year from the date of 
its coming into force. 

3. The Federal Minister for Foreign Affairs of the Republic of 
Austria shall be the Depositary of this Agreement . 

Article XIII 

SETTLEMENT OF DISPUTES 

Any dispute arising between the Institute and any Party or 
between any Parties under this Agreement shall be settled by nego
tiation or other agreed means of settlement. 
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Article XIV 

WITHDRAWAL 

I .  Any of the Parties may withdraw from this Agreement by 
written notification to the Depositary. Such withdrawal shall become 
effective three months after receipt of such notification by the 
Depositary. 

2 .  Withdrawal from this Agreement by a Party shall not limit, 
reduce or otherwise affect its pledged contribution for the fiscal year 
in which it withdraws. 

Article XV 

TERMINATION 

1 .  The duration of this Agreement shall be five years from the 
date of its coming into force unless the Parties unanimously decide 
to extend the duration of this Agreement by one or more successive 
periods of twelve months. At the expiration of this initial term of 
five years or any extension thereof, the Parties shall forthwith wind 
up the Institute by written notification to the Depositary. Any assets 
of the Institute remaining after payment of its legal obligations shall 
be disposed of in accordance with a decision of the Board. 

2 .  Notwithstanding paragraph 1 ,  the Parties, acting unani
mously, may terminate this Agreement at any time and wind up the 
Institute by written notification to the Depositary. Any assets of the 
Institute remaining after payment of its legal obligations shall be 
disposed of in accordance with a decision of the Board. 

3 .  The provisions of this Agreement shaH survive its termination 
to the extent necessary to permit an orderly disposal of assets and 
settlement of accounts. 

Article XVI 

ACCESSION 

This Agreement shall be open for signature by such international 
organizations as may be decided by the Board. 
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IN WITNESS WHEREOF, the undersigned, being duly authorized. 
have signed this Agreement on the dates indicated below. 

For the Bank for International Settlements: 

Date 

For the European Bank for Reconstruction and Development: 

Date 

For the International Bank for Reconstruction and Development: 

Date 

For the International Monetary Fund: 

Date 

For the Organisation for Economic Co-operation and 
Development: 

Date 
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RELATIONS WITH WORLD TRADE ORGANIZATION (WTO)

FUND-WTO COOPERATION AGREEMENT 

The Executive Board approves the proposed Agreement Between 
the International Monetary Fund and the World Trade Organization 
as set forth in EBD/96/85 (7/5/96) on the understanding that 
decisions taken by either party for the implementation of this 
Agreement will not prevent the effective application of this 
Agreement in accordance with its provisions. 

Decision No. l l 381-(961105) 
November 25, 1996 

DECISION ADOPTED BY THE GENERAL COUNCIL CONCERNING 

AGREEMENTS BETWEEN THE WTO AND THE IMF AND THE 

WORLD BANK AT ITS MEETING ON 7 ,  8 AND 1 3  NOVEMBER 

1996 (WT/L/ 194, 1 8  NOVEMBER 1 996) 

Recalling the increasing linkages between the various aspects of 
economic policymaking that fall within the respective mandates of 
the World Trade Organization ("WTO"), the International Monetary 
Fund ("IMF") and the International Bank for Reconstruction and 
Development ( "World Bank"), the call for greater coherence among 
economic policies contained in the Marrakesh Agreement 
Establishing the World Trade Organization, and the invitation of 
Ministers for the Director-General of the WTO to review with the 
Managing Director of the International Monetary Fund and the 
President of the World Bank the implications of the WTO's 
responsibilities for its cooperation with the Bretton Woods 
institutions, as well as the forms such cooperation might take, with 
a view to achieving greater coherence in global economic 
policymaking; 

Recognizing the close collaborative relationship existing over the 
past several decades between the CONTRACTING PARTIES to the 
General Agreement on Tariffs and Trade and the IMF and the World 
Bank, the importance of continuing and strengthening those 
relationships, and the negotiating mandate contained in the General 
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Council Decision on the Relationship between the WTO and the IM F 
and World Bank (document WT/GC/M/5); 

Taking note of the statement by the Director-General on 
Consultations and Coherence (WT/L/ 194/ Add . ! ), and of the 
budgetary implications of the Agreements (WT ILl 194/ Add .2); 

The General Council hereby decides: 

( I )  The proposed Agreement between the 1nternational Monetary 
Fund and the World Trade Organization (" IMF Agreement") as 
contained in Annex I of WT/GC/W/43 and the proposed Agreement 
between the International Bank for Reconstruction and Development 
and the World Trade Organization ("World Bank Agreement") as 
contained in Annex I I  of WT/GC/W /43 (collectively the 
"Agreements") are hereby approved. The Director-General is 
authorized to sign these Agreements on behalf of the World Trade 
Organization and to implement the Agreements in accordance with 
the provisions of this Decision and any subsequent decisions that 
may be taken by the General Council. 

(2) The Director-General shall inform Members and consult with 
them regularly as to matters relating to the implementation of the 
Agreements. To this effect, the Director-General shall, inter alia, 
hold consultations with Members under the auspices of the Chairman 
of the General Council. as appropriate but at least two times per 
year. These consultations shall include reports on the coherence 
consultations between the Director-General and the Managing 
Director of the IMF and the President of the World Bank, WTO 
observership in IMF and World Bank bodies, any IMF or World 
Bank observership in the Dispute Settlement Body (DSB), any 
written communications between the organizations pursuant to the 
Agreement, any joint research or technical cooperation projects 
undertaken pursuant to the Agreements, and the general scope of 
contacts with the IMF pursuant to paragraph 1 0  of the IMF 
Agreement and with the World Bank pursuant to paragraph 8 of the 
World Bank Agreement. 

(3) The Director-General is invited to build on the Agreements 
that have been concluded and thus to pursue the consultations on 
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Coherence provided for in paragraph 2 of each Agreement, with a 
view to meeting the provision established in Article III:S of the 
Marrakesh Agreement Establishing the World Trade Organization 
and the mandate contained in the Declaration on the Contribution of 
the World Trade Organization to Achieving Greater Coherence in 
Global Economic Policymaking. Any conclusions reached as a result 
of such consultations shall be submitted to the General Council for 
approval. 

( 4) In respect of the implementation and interpretation of these 
Agreements, it is decided that: 

(a) The procedures for granting IMF observership in the 
DSB pursuant to paragraph 6 of the IMF Agreement shall 
be implemented as follows: The Director-General shall 
convey the invitation of the DSB to the IMF to send a 
member of its staff as an observer to meetings of the 
DSB where matters of jurisdictional relevance to the IMF 
are to be considered. For other meetings of the DSB, the 
Director-General may propose to the Chairman of the 
DSB that a member of the IMF's staff be admitted as an 
observer to a particular meeting, or in respect of 
particular agenda items proposed for a meeting, of the 
DSB. 

For meetings of other WTO bodies for which attendance 
is not specifically provided for or excluded in the 
Agreements or in the above sub-paragraph, the Director
General may propose to the Chairman of a WTO body 
that a member of the IMF's staff be admitted as an 
observer to a meeting where particular matters of 
common interest to the WTO and the IMF will be under 
discussion; similarly, the Director-General may propose 
to the Chairman of a WTO body that a member of the 
World Bank staff be admitted as an observer to a meeting 
where particular matters of common interest to the WTO 
and the World Bank will be under discussion. 

(b) In light of Articles III:S and V :  1 of the Marrakesh 
Agreement Establishing the World Trade Organization, 
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Article XV of the General Agreement on Tariffs and 
Trade 1994(and, in particular, Article XV:2) and 
Articles XI and XII of the General Agreement on Trade 
in Services, the General Council considers it appropriate 
that whenever the IMF wishes to submit its views to a 
panel on whether an exchange measure within its 
jurisdiction is consistent with the IMF's Articles of 
Agreement, it shall submit these views by directing a 
letter containing those views to the Chairman of the 
DSB. The Chairman of the DSB shall inform the 
chairman of the panel of the availability of this 
communication which, unless the panel decides 
otherwise, shall remain confidential to the panel and to 
the parties to the dispute. 

Nothing in this Decision nor in the Agreements shall 
affect the rights and obligations of Members under the 
Dispute Settlemem Understanding, including those 
provided for in Article 1 3  thereof. 

(c) In the Agreements, each reference to the WTO, to the 
Fund or to the World Bank as such (and not explicitly to 
the WTO Secretariat, the Fund's staff or the World 
Bank's staff), or to the institution or the organization, is 
understood to refer to the decision-making bodies of rhe 
WTO, the IMF and the World Bank, respectively. 

(d) In respect of the work of dispute-settlement panels, 
documentation to be provided to the IMF and the World 
Bank does not include documents submitted or prepared 
in the course of the work of panels, but only the panels' 
final reports to the DSB. 

(e) The established competences and practices in budgetary 
matters will be preserved. In accordance with these 
competences and practices, the Secretariat will keep the 
Committee on Budget, Finance and Administration duly 
informed of the budgetary consequences of the 
Agreements. 
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(5) The General Council reaffirms the importance of the 
Marrakesh Ministerial Decision on Measures Concerning the 
Possible Negative Effects of the Reform Programme on Least
Developed and Net Food Importing Developing Countries. In its 
view, the improved co-operation between the WTO and the IMF and 
the World Bank provided for in these Agreements should enhance the 
possibilities for governments to respond effectively to the issues 
addressed in that Decision. 

EBD/96/85 

Agreement between the International Monetary Fund 
and the World Trade Organization 

Preamble 

CONSIDERING the growing interactions between economic policies 
pursued by individual countries arising from the globalization of 
markets; 

RECOGNIZING the increasing linkages between the various aspects 
of economic policymaking that fall within the respective mandates of the 
International Monetary Fund ("Fund") and the World Trade 
Organization ("WTO"), and the call in the Marrakesh Agreement for 
greater coherence among economic policies internationally; 

RECOGNIZING the close collaborative relationship existing over the 
past several decades between the Fund and the CONTRACTING 
PARTIES to the General Agreement on Tariffs and Trade, and the 
importance of continuing and strengthening such a relationship between 
the Fund and the WTO; 

HAVING REGARD to Article X of the Fund's Articles of 
Agreement, which provides that "the Fund shall cooperate within the 
terms of this Agreement with any general international organization and 
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with public international organizations having specialized responsibility 
in related fields" ;  

HAVING REGARD to Article III.5 of the Marrakesh Agreement 
Establishing the World Trade Organization, which provides that "with 
a view to achieving greater coherence in global economic policymaking, 
the WTO shall cooperate, as appropriate, with the International 
Monetary Fund;" 

HAVING REGARD to the Declarations in the Marrakesh Agreement 
on the Contribution of the World Trade Organization to Achieving 
Greater Coherence in Global Economic Policymaking and on the 
Relationship of the WTO with the Fund, and to the provisions of Article 
XV: l ,  XV:2, XV:3 and Articles XII and XVIII of the General 
Agreement on Tariffs and Trade 1 994 (GATT 1 994) and of Articles XI, 
XII, and XXVI of the General Agreement on Trade in Services (GATS) 
concerning cooperation and consultation, including on exchange and 
trade matters; 

The Fund and the WTO agree as follows: 

Paragraph I 

The Fund and the WTO shall cooperate in the discharge of their 
respective mandates in accordance with the provisions of this 
Agreement. 

Paragraph 2 

The Fund and the WTO shall consult with each other with a view to 
achieving greater coherence in global economic policymaking. 

Paragraph 3 

The Fund shall inform the WTO of any decisions approving 
restrictions on the making of payments or transfers for current 
international transactions, decisions approving discriminatory 
currency arrangements or multiple currency practices, and decisions 
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requesting a Fund member to exercise controls to prevent a large or 
sustained outflow of capital. 

Paragraph 4 

The Fund agrees to participate in consultations carried out by the 
WTO Committee on Balance-of-Payments Restrictions on measures 
taken by a WTO member to safeguard its balance of payments. For 
these consultations, existing procedures for Fund participation shall 
continue and may be adapted as appropriate in accordance with 
paragraph 14 below. 

Paragraph 5 

The Fund shall invite the WTO Secretariat to send an observer to 
the ordinary meetings of the Executive Board of the Fund on general 
and regional trade policy issues, including the formulation of Fund 
policies on trade matters, and to discussions of the World Economic 
Outlook (WEO) when there is a significant trade content. In addition, 
when consultations between the Fund's staff and the WTO Secretariat 
lead to the conclusion that matters of particular common interest to 
both organizations will be under discussion at other meetings of the 
Executive Board, including country-specific matters, or at meetings of 
the Committee on Liaison with the WTO, the Managing Director shall 
recommend that the WTO Secretariat be invited to send an observer 
to such meetings. 

Paragraph 6 

The WTO shall invite the Fund to send a member of its staff as an 
observer to the meetings of the Ministerial Conference, General 
Council, Trade Policy Review Body, the three sectoral councils, 
Committee on Trade and Development, Committee on Regional Trade 
Agreements, Committee on Trade-Related Investment Measures, and 
Committee on Trade and the Environment and their subsidiary bodies 
(excluding the Committee on Budget, Finance and Administration, the 
Dispute Settlement Body, and dispute settlement panels). The WTO 
shall invite the Fund to send a member of its staff as an observer to 
meetings of the WTO Dispute Settlement Body where matters of 
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jurisdictional relevance to the Fund are to be considered. The WTO 
shall also invite the Fund to send a member of its staff to other 
meetings of the Dispute Settlement Body as well as of other WTO 
bodies for which attendance is not provided above (excluding the 
Committee on Budget, Finance and Administration, and dispute 
settlement panels), when the WTO, after consultation between the 
WTO Secretariat and the staff of the Fund, finds that such a presence 
would be of particular common interest to both organizations. 

Paragraph 7 

The Fund and the WTO shall make available to each other in 
advance the agendas, and relevant documents, for the meetings to 
which they are invited pursuant to the terms of this Agreement. In 
addition, the Fund shall make available to the WTO Secretariat the 
agendas of the Executive Board meetings at the time of their 
circulation in the Fund, and the WTO shall make available to the 
Fund the agendas of the Dispute Settlement Body at the time of their 
circulation in the WTO. 

Paragraph 8 

Each organization may communicate its views in writing on 
matters of mutual interest to the other organization or any of its 
organs or bodies (excluding the WTO's dispute settlement panels) and 
such views shall become part of the official record of such organs and 
bodies. The Fund shall inform in writing 

·
the relevant WTO body 

(including dispute settlement panels) considering exchange measures 
within the Fund's jurisdiction whether such measures are consistent 
with the Articles of Agreement of the Fund. 

Paragraph 9 

For the purpose of this Agreement, the Director-General of the 
WTO and the Managing Director of the Fund shall ensure cooperation 
between the staffs of the two institutions and, to that end, shall agree 
on appropriate procedures for collaboration, including access to 
databases, and exchanges of views on jurisdictional and policy issues. 
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Paragraph I 0 

The Fund's staff shall consult with the WTO Secretariat on issues 
of possible inconsistency between measures under discussion with a 
common member and that member's obligations under the WTO 
Agreement. The WTO Secretariat shall consult with the Fund's staff 
on issues of possible inconsistency between measures under 
discussion with a common member and that member's obligations 
under the Fund's Articles of Agreement. 

Paragraph I I 

The Fund shall provide the WTO. promptly after circulation 10 the 
Executive Board, for the confidential use of its Secretariat , with staff 
reports and related background staff papers on Article IV 
consultations and on use of Fund resources on common members and 
on Fund members seeking accession to the WTO, subject to the 
consent of the member. 

Paragraph 1 2  

The WTO shall provide the Fund, for the confidential use of its 
management and staff, with Trade Policy Review Reports, summary 
records and reports of Councils, Bodies and Committees, and reports 
of WTO Members to these organs. 

Paragraph 13  

Each party to this Agreement shall ensure that any information 
communicated under this Agreement shall be used only within the 
limits specified by the other party. 

Paragraph 14 

The Director-General of the WTO and the Managing Director of 
the Fund shall be responsible for the implementation of this 
Agreement and, to that effect, shall make such arrangements as they 
deem appropriate. 
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Paragraph 1 5  

This Agreement shall be reviewed upon the request of either party 
and may be amended by mutual agreement. 

Paragraph 1 6  

This Agreement may be terminated by either party by written 
notice to the other and, unless otherwise agreed by the parties, shall 
terminate six months after receipt of such notice. 

Paragraph 1 7  

Following approval by the General Council of the WTO and the 
Executive Board of the Fund, this Agreement shall enter into force on 
the date of its signature.

* 

To be added at time of signature: 

Signed at _____ on ______ in duplicate 

For the World Trade 
Organization, 

Director-General 

For the International 
Monetary Fund, 

Managing Director 

*The Agrecmem cmcrcd imo force on December 9. 1996. 
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INDEX 
(* indicates Decision and Resolution as amended) 

A Accounting by members for transactions with 
the Fund . . . . . . . . . . . . . . . . . . .  . 

Accounts: 
Administrative accounts, balances held not 

in excess of 0.1  percent of quota, 
exclusion from Fund's holdings of 
member's currency . . . . . . . . . . . . .  . 

Borrowed Resources Suspense Accounts 

Framework Administered Account 
for technical assistance activities . . . . .  . 

General Account; see General Resources 
Account, below 

General Resources Account: 
Adjustment of currency holdings of 

members . . . . . . . . . . . . . . . .  . 
Exchange rate for Fund computations . 
Level of Fund SDR holdings, 

maintenance 

Purchase of SDRs for payment of charge 

Reimbursement for expenses of carry
ing out business of supplementary 
financing facility Subsidy Account . .  

Reimbursement for expenses of con
ducting business of Trust Fund 

Sales of SDRs for payment of quota 
increases by members under Seventh 
General Review of Quotas 

Special Contingent Account, see Special 
Contingent Account 
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No. 

170-3 

7060-(82/23) 
6844-(81175) 
6845-(81175) 

10942-(95/33) 

5590-(77/163) 
5590-(77/163) 

6275-(79/158) GIS 
7626-(84123) s 
7941-(85/50) s 
8265-(86170) s 
8574-(87/64) s 
10278-(93/19) s 
5702-(78/39) 

GIS 

6683-(80/185) 
G/TR* 

5069-(76/72) 

6663-(80/160) s 

Page 

3 

516 
416 
416 

78 

323 
323 

256 
261 
261 
261 
262 
262 

277 

541 

526 

268 



©International Monetary Fund. Not for Redistribution 

INDEX 

Accounts (continued): 
Special Disbursement Account, transfer of 

resources to ESAF Trust and retransfer 
to Special Disbursement Account . . .  

Special Disbursement Account, transfers 
to supplememary financing facility 
Subsidy Account . . . . . . . . . . . . . . .  . 

Investment . . . . . . . . . . . . . . . . .  . 

Structural adjustmem facility; see 
Structural adjustment facility 

Special Drawing Rights Department, pay
ment of net charges and assessments 

Subsidy Accoums: 
Supplememary financing facility: 

Disbursemem of additional subsidy 
amounts for period ending June 30, 
1986 . . . . . . . . . . . . . . . . .  . 

Instrument . . . . . . . . . . . . . . .  . 

Investment of currencies . . . . . .  . 

Means of payments . . . . . . . . .  . 
Subsidy payments, July I, 1983-

June 30, 1984 . . . . . . . . . . .  . 
Subsidy payments, July I, 1984-

June 30, 1985 . . . . . . . . . . .  . 
Subsidy paymems. July I, 1985-

June 30, 1986 . . . . . . . . . . .  . 
Subsidy payments, July I ,  1986-

June 30, 1987 . . . . . . . . . . .  . 
Subsidy payments, July 1 .  1987-

June 30, 1988 . . . . . . . . . . .  . 
Subsidy payments, July I ,  1988-

June 30, 1989 
Suspension of transfers and retrans

fer of surplus to Special Disburse
men! Account . . . . . . . . . . . . . 

Transfer of funds from Special 
Disbursement Account following 
termination of Trust Fund 
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Accrued charges and income; see Overdue 
obligations to Fund, purchase from Fund 

Adjustment process, international, review 
Administered accounts; see Article V, Section 2(b), 

administration of deposits provided by members 
Administrative accounts; see Accounts 
African Development Bank and African Develop

ment Fund, prescription as holders of SDRs 
Andean Reserve Fund, prescription as holder 

of special drawing rights . . . . . . . . . . .  . 
Arab Monetary Fund, prescription as holder 

of special drawing rights . . . . . . . . . . .  . 
Archives of the Fund, opening . . . . . . . .  . 
Arrears to the Fund, see 

Overdue Obligations to Fund 
Articles of Agreement

* 

Amendment, Second . . . . . . . . . . . . . . .  . 

Article 1 ,  purposes of the Fund . . . . . . . .  . 

Article II, Section 2, membership . . . . . . .  . 
Article III, Section 2, adjustment of quotas . .  
Article III, Section 2(a), general review of quotas 

Article IV: 
Consultations 

Decision 
No. 

5392-(77163>
* 

831 8-(861104) s 

6486-(80177) s 

6609-(801126) s 
1 1 1 92-(9612) 

BIG Res. 29-8 
BIG Res. 29-10 
287-3 
433-(55142) 
1 034-(60127) 
4377-(741114)

* 

5069-(76172) 
6266-(791156) 
408-2 
BIG Res. 31-2 
BIG Res. 34-2 
BIG Res. 38-1 
BIG Res. 43-1 
BIG Res. 44-I 
BIG Res. 44-5 
BIG Res. 45-1 
BIG Res. 45-2 
BIG Res. 48-3 

5392-(77163)
* 

6026-(79113) 
* 

6056-(79138) 
6790-(81143) 
7427 -(83183) 
10168-(921127) 

Page 

10-11  

489 

489 

489 
460 

555 
565 

83 
422 
427 
130 
520 

4 

3 
573 
576 
587 
596 
598 
601 
605 
607 
620 

8-9 
1 3  

1 17 
442 

1 8  
1 7  

• References are to the Articles of Agreement after the Second Amendmem. which entered imo 
force April I, 1978. References to Articles in effect before the Second Amendment are indexed 
under their corresponding Articles after the Second Amendment. 
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Articles of Agreement (continued): 
Art. IV Consultations (continued): 
Consultations, bicycl ic procedure 

Termination, see Termination of 
Bicyclic procedures below 

Exchange arrangements . . . . . . . . . . . . 

Press information notices, Release . . . . .  . 
Termination of Bicycl ic Consultation 

procedure . . . . . . . . . . . . . . . . . . .  . 
Article IV, Section 3, surveillance over 

exchange rate policies . . . . . . . . . . .  . 

Article V, Section I . . . . . . . . . . . . . . .  . 
Article V, Section 3, application of Fund 

policies to purchases of currency borrowed 
by Fund . . . . . . . . . . . . . . . . . . .  . 

Article V, Section 3(a), "consistent with the 
provisions of this Agreement," meaning . . .  

Article V. Section 3(b)(ii). "represents" that a 
member has a need to make purchases . . . .  

Article V, Section 3(b)(iii). waiver . . . . . . . 

Article V, Section 3(d): 
Sale of members' currencies for repurchases 
Selection of currencies in purchases 

Article V, Section 3(j), transfers of SDRs 
Article V, Section 5, limitation on use of 

Fund's resources . . . . . . . . . . . . . . . .  . 

Article V, Section 6, sale of SDRs by the Fund 
Article V, Section 6(b), transfers of SDRs by 

the Fund . . . . . . . . . . . . . . . . . . .  . 

Article V, Section 7, repurchases . . .  
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Decision 
No. 

5392-(77/63) 
5712-(78/41) 
1 1493-(97/45) 

10362-(93/67) 

5392-(77/63)* 

6026-(79/13/ 
1289-(6211) 

1289-(6211 )
* 

287-3 

284-4 
Chairman's 
Summing-up 
EBM/87/176 
4377-(741114)* 

5508-(77/127) 
6783-(81/40) 
8955-(881126)* 

5704-(78/39) 
6273-(791158) GIS 
6274-(791158) 
6352-(791183) 
6774-(81/35) 
6275-(791158) GIS 

284-3 
286-1 
7842-(84/165) 
6663-(80/160) s 

6274-(79/158) 
6774-(81/35) 
1289-(6211) * 
5703-(78/39)

* 

Page 

8 
7 

22 

17 

8-13 
13-15 

365 

362 

83 

84 

50 
132 
251 
237 
181 

270 
253 
254 
257 

262,263 
256 

266 
266 
128 
268 

254 
262 
362 
273 
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Articles of Agreement (continued): 

Article VI, capital transfers . . . . . . . . . . .  . 

Article VII, replenishment of Fund's holdings 
of currencies . . . . . . . . . . . . . . . . . .  . 

Article VII, Section 1 ,  borrowing by Fund . .  

Article VIII: 
Bilateralism 
Consultations . . . . . . . . . . . . . . . . .  . 

Retention quotas . . . . . . . . . . . . . . .  . 

Article VIII and Article XIV . . . . . . . . . .  . 

Article VIII, Sections 2, 3, and 4, acceptance 
of obligations . . . . . . . . . . . . . . . . . .  . 

Article VIII, Section 2(a): 
Payments restrictions . . . . . . . . . . . . .  . 

Article Vlll, Section 2(b), unenforceability of 
exchange contracts . . . . . . . . . . . . . . . . 

Article VIII, Section 3, multiple currency 
practices 

Article VIII, Section 7 . . . . . . . . . . . . .  . 
Article IX, Section 7, privilege for commu-

nications . . . . . . . . . . . . . . . . . . .  . 

Article XII, Section 3(b)(i) and 3(j) . . . . .  . 

Article XII, Section 3(c): 
Additional appointed Executive Directors . 
Determination of member's entitlement to 

appoint Executive Director . . . . . . . .  . 

"The preceding two years," meaning . . .  . 

Article XIV: 
Articles Vlll and XIV . . . . . . . . . . . .  . 
Bilateralism . . . . . . . . . . • . . . . . . . . .  

Consultations . . . . . . . . . . . . . . . . .  . 

Retention quotas . . . . . . . . . . . . . . .  . 

Article XIV, Section 1 . • . . . . . . . . . . . .  

Article XIV, Section 2 :  
Multiple currency practices . . . . . . . . .  . 
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Decision 
No. 

5704-(78/39) 
5809-(78/88)* 

6172-(79/101) 
1238-(61/43) 

5508-(77/127) 
5509-(77/127) 
6783-(81/40) 
1289-(62/1) 
8897 -(88/93) 
6783-(81/40>* 

433-(55/42) 
5712-(78/41) 
20 1-(53/29) 
1034-(60/27) 

1034-(60/27) 

144-(52/5 1 )  
3 153-(70/95) 

446-4 

237-2 
649-(57/33) 
6790-(81/43) 
BIG Res. 34-3 

534-3 
2-1 

574-2. 

7060-(82/23) 
597-4 

1034-(60/27) 
433-(55/42) 
5392-(77/63) 
20 1 -(53/29) 
1034-(60/27) 

237-2 

Page 

269 
275 
270 

83 

247 
406 
234 
358 
383 
234 

422 
8 

424 
427 

428 

421 
429 

419 

432 
439 
440 
629 

461 
476 

476 

517 
477 

427 
422 

1 2  
424 
428 

437 
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Articles of Agreement (continued): 

Payments restrictions . . . . . . . . . . . . .  . 

Transitional arrangements . . . . . . . . . .  . 

Article XIV, Section 3 . . . . . . . . . . . . . .  . 

Article XVII, Section 3, other holders of 
special drawing rights . . . . . . . . . . . . .  . 

Article XVIII, allocation of special drawing 
rights . . . . . . . . . . . . . . . . . . .  . 

Article XVIII, Section 2(d). allocations of 
special drawing rights to new participants 

Article XIX, Section 2(c): 
Acceptance and use of special drawing 

rights by prescribed holders . . . . . . . .  . 
Operations and transactions in special 

drawing rights between participants . . . .  

Article XIX, Section 5, designation of parti-
cipants to provide currency . . . . . . . . . . . · 

Article XIX, Section 5(a)(i), designation plans 
Article XIX, Section 6(b), abrogation of rules 

for reconstitution . . . . . . . . . . . . . . . .  . 
Article XIX, Section 7(a). calculation of 

exchange rates . . . . . . . . . . . . . . . . .  . 

Article XX, Section I, interest paid on 
holdings of special drawing rights . . . . .  . 

Article XX, Section 5, application against 
unpaid charges of special drawing rights 
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Decision Page 
No. 

144-(52/51 )  421 
3153-(70/95) 429 
446-4 420 
117-1  480 

6467-(80171) s 486 
6484-(80177) s 488 
6486-(80177) s 489 
7629-(84125) 374-75 
8642-(87/10 I )S/TR 490 
8759-(87/176)ESAF* 

38 
8937-(88/1 18)ESAF 491 

B/G Res. 24-12 625 
BIG Res. 34-3 627 

5956-(78/180) s 493 
6368-(79/191) s 493 

6467 -(80171) s 486 

6000-(79/I > s* 
494 

600I-(79ti) s* 495 
6053-(79/34) s* 497 
6054-(79134) s

* 499 
6336-(79!178) s 501 
6337 -(79/ 178) s 502 
6437 -(80137) s 503 

6209-(79/124) s 505 
6273-(79/158) GS 253 

6832-(81/65) s 509 

1289-(62/1) 
* 

365 
600 1-(79/1) s 496 
6053-(79/34) s* 497 
6054-(79134) s* 499 
6336-(79/178) s 501 
7041-(82/8) GIS 510 

6467-(80171) s 486 
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Articles of Agreement (continued): 
acquired by participants after payment date 

Article XXII . . . . . . . . . . . . . . 

Article XXlll, Section I ,  suspension of opera
tions and transactions in special drawing rights 

Article XXVI, Section 2(a), ineligibility to use 
Fund resources . . . . . . . . . . . . . . . .  . 

Article XXVI, Section 3 . . . . . .  . 
Article XXVII . . . . . . . . . . . . . . . . . . .  . 

Article XXVII, Section I(a)(i), suspension of 
transactions covered by stand-by arrangements 

Article XXIX(a), list of interpretations under 
Article XXX(c): 

Exclusion of purchases and holdings under 
buffer stock facility . . . . . . . . . . . .  . 

Exclusion of purchases and holdings under 
compensatory and contingency financing 
facility . . . . . . . . . . . . . . . . .  . 

Exclusion of purchases and holdings under 
policy on enlarged access . . . . . . . . .  . 

Exclusion of purchases and holdings under 
extended facility . . . . . . . . . . . . . .  . 

Exclusion of purchases and holdings under 
supplementary financing facility . . . . .  . 

Exclusion of purchases under oil facility . 
Exclusion relating to purchases in credit 

tranches . . . . . . . . . . . . . . . . . . .  . 
Exclusion of purchases and holdings under 

Systemic Transformation Facility . . . . .  

Article XXX(/), freely usable currencies . .  . 
Article XXXI, Section I . . . . . . . . . . . . .  . 

Schedule B, repurchases . . . . • . . . . . . . .  

Schedule B, paragraph 7(b), use of amounts in 
excess of capital value available from gold 
sales for benefit of developing countries 

Schedule F, rules for designation . . . . . . .  . 
Schedule G, rules for reconstitution, abrogation 
Schedule J . . . . . . . . . . . . . . . . . . .  . 
Schedule K 
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Decision 
No. 

71 16-(82168) s 
BIG Res. 34-3 

6467-(80171) s 

343-(54147) 
1289-(62/1 >* 
1289-(6211)* 
270-(53195) * 

270-(53195)* 

5591-(77 I 163) 

8955-(881126)* 

6783-(81140)* 

6830-(81/65) 

5508-(77/127) 
5371-(77/51) 

6830-(81/65) 

I 0348-(93161) 
STF 

5719-(78/46) 
408-2 
5703-(78/39)* 
5704-(78/39) 
6008-(7913) 

5069-(76172) 
6209-(791124) s 
6832-(81/65) s 
1289-(62/1 )  
1289-(62/1 >* 

Page 

512 
629 

488 

513  
366 
366 
1 15  

1 1 5  
xli 

514 

514 

516 

516 

5I5  
515  

516 

517 
518 

3 
274-75 

270 
414  

519  
506 
509 
366 
366 
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Asian Development Bank, prescription as 
holder of special drawing rights . . . . . 

Assessments, payment in SDR Department; 
see Accounts. Special Drawing Rights De
partment, payment of net charges and assess
ments 

Amibution of reductions in Fund's 
holdings of currency . .  

Review 
Audit: 

Enhanced structural adjustment facility 
trust (ESAF Trust) . . . . . . . . . . .  . 

Supplementary financing facility Subsidy 
Account . . . . . . . . . . . . . . . .  . 

Trust Fund 
Augmentation; see Purchase transactions, 

Augmentation 

B Balance of payments position: 
Assessment for assistance from Trust Fund 
Assessment for purposes of designation plans, 

operational budgets, and early repurchases 
Discrimination for balance of payments reasons 

Bank/Fund collaboration: 
Invitation to send a staff member as an observer 

Bank of Central African States, prescription 
as holder of special drawing rights . . . . .  . 

Belgium, National Bank of, Borrowing agree
ment with Fund; see Borrowing by the Fund 

Bicyclic consultation procedures; see Consul
tation with members 

Bilateral payments arrangements, see Official 
clearing and payments arrangement . . . . .  . 

Bilateralism . . . . . . . . . . . . . . . . . . .  . 
Borrowed Resources Suspense Accounts; see 

Borrowing by the Fund, below 
Borrowing by the Fund 

Borrowed Resources Suspense Accounts 

Borrowed resources. use to finance pur
chases under arrangements providing 
enlarged access to Fund's resources . .  
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Decision 
No. 

Page 

7229-(82/136) s 489 

6831-(81/65). 275 
6774-(81-35) 264 
7704-(84178) 276 

8759-(87/176) ESAF* 41 

6683-(80/185) G/TR 541 
5069-(76172) 525 

5069-(76/72) 

6273-(791158) GIS 
955-(59/45) 

EBM/70/30 

7064-(82/26) s 

433-(55/42) 

6844-(81 /75) 
6845-(81/75) 

6783-(81/40) 

522 

253 
426 

467 

489 

422 

416 
416 

234 
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General Arrangements to Borrow: . . . . .  . 
Associated borrowing arrangements . .  
"Outstanding borrowing and unused cre

dit lines," clause in respect of GAB 
in guidelines for Fund borrowing 

Renewal, . . . . . . . . . . . . . . . . .  . 
Saudi Arabia, association agreement . .  

Renewal . . . . . . . . . . . . . . . .  . 

Transferability of claims . . . . . .  . 
Transferability of claims; see Transfer

ability of claims 
Use of credit arrangements for 

nonparticipants . . . . . . . . . . . . .  . 
Guidelines . . . . . . . . . . . . . . . . . . .  . 
New Arrangements to Borrow . . . . . . .  . 

Nonparticipants . . . . . . . . . . . . .  . 
Transferability of claims . . . . . . . .  . 

Supplementary financing facility: 
Authorization to make calls . . . . . . .  . 
Interest payment procedure . . . . . . .  . 
Meaning of "net creditor position in the 

Fund" . . . . . . . . . . . . . . . . . .  . 
Replenishment of holdings of currencies 
Subsidy Account . . . . . . . . . . . . .  . 

Buffer stock financing facility . . . . . . . . .  . 
Access limit and review . . . . . . . . . . .  . 
Elimination of floating . . . . . . . . . . . .  . 
Exclusion of purchases and holdings for 

purpose of definition of "reserve tranche 
purchase" . . . . . . . . . . . . . . .  . 

International Natural Rubber Agreement, I979 
International Natural Rubber Agreement, I987 
International Sugar Agreement, I977 
International Tin Agreements: 

Fourth . . . . . . . . . . . . . . . . . . .  . 
Fifth . . . . . . . . . . . . . . . . . . .  . 
Sixth 

Repurchases . . . . . . . . . . . . . . . . . .  . 
Sixth International Tin Agreement . .  . 
I977 International Sugar Agreement . .  
International Natural Rubber Agreement, 

1979 . . . . . . . . . . . . . . . . . . .  . 
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Decision 
No. 

I289-(62/It 
7403-(83173) 

9862-(9I/I56t 
IOI76-(92/I29) 
7403-(83173) 
8897-(88/93) 
I 0235-(92/I49) 
7629-(84/25) 

I289-(62/l ). 

9862-(9I/156) 
Il428-(97/6) 
I 1428-(97/6) 
1 1429-(97/6) 

6006-(79/3) 
6I63-(79/96) 

6008-(79/3) 
5509-(77/I27) 
6683-(80/I85) 

G/TR 
2772-(69/47t 
2772-(69/47)* 

I 0 I86-(92/I32) 

559I-(77/I63) 
7246-(82/147) 
9403-(90/53) 
5597-(77/171) 

3179-(70/102) 
5 127-(76/91) 
7247-(82/147) 
5703-(78/39) 
7247-(82/147) 
5597-(7.7/171) 

7246-(82/14 7) 

Page 

358 
376 

4I8  

369 
376 
383 
385 
374 

367 
4I7 
386 
391 
405 

413 
4I4 

4I4 
406 

536 
2I9 
2I9 
220 

5I4 
227 
228 
224 

221 
222 
223 
273 
223 
226 

227 
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Burden sharing . . . . . . . . . . . . . . . . . .  . 

Extended burden sharing; see Extended bur
den sharing 

Implementation for FY 1989 . . . . . . . .  . 

for FY 1990 . . . . . . . . . . . . . . . .  . 

for FY 1994 . . . . . . . . . . . . . . . .  . 

for FY 1995 . . . . . . . . . . . . . . . .  . 

for FY 1996 . . . . . . . . . . . . . . . .  . 

for FY 1997 . . . . . . . . . . . . . . . .  . 

for FY 1998 . . . . . . . . . . . . . . .  . 
Net income target: 

for FY 1989 . . . . . . . . . . . . . . . .  . 

for FY 1994 . . . . . . . . . . . . . . . .  . 

for FY 1995 . . . . . . . . . . . . . . . .  . 

for FY 1996 . . . . . . . . . . . . . . . .  . 

for FY 1997 
for FY 1998 

Principles of "burden sharing" . . . . . .  . 
Rate of charge: 

for FY 1989 . . . . . . . . . . . . . . . .  . 
for FY 1998 . . . . . . . . . . . . . . .  . 

Retroactive reduction of rate of charge . .  . 

Special Contingent Account, amounts placed 
for FY 1987 . . . . . . . . . . . . . . .  . 

for FY 1988 . . . . . . . . . . . . . . .  . 
for FY 1989 
for FY 1990 

for FY 1994 
for FY 1995 

for FY 1996 
By-Laws, Section 20 audits; see Audits 
By-Laws. Section 22, Compulsory Withdrawal: 

see Section 22 

C Capital transfers: 
Controls by members 

Restrictions . . . . . . . . . . . . . • . . . . .  

Use of Fund's resources for . . . . . . . . .  . 
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Decision Page 

No. 
8348-(86/122)

. 
282 

Managing Direc-
tor's Remarks 286 

8861-(88/67) 290 
9135-(89/46) 294 
10340-(93/54)* 297 
1 0706-(94/52) 305 
I 0660-(94/38) 301 
10958-(95/40) 309 
1 1249-(96/39) 312 
1 1480-(97/42) 315 

8861-(88/67) 291 
10704-(94/42) 304 
10705-(94/42) 304 
10962-(65/41)  311  
1 1251-(96/39) 315  
1 1482-(97/42) 318 
8861-(88/67) 290 

8861-(88/67) 291 
1 1482-(97/42) 318 
10705-(94/52) 304 

8619-(87/90) 289 
8780-(88/12) 289 
8861-(88/67) 291 
9135-(89/46) 295 
9471-(90/98) 319 
I 0340-(93/54) 298 
I 0660-(94/38) 302 
I 0706-(94/52) 306 
I 0958-(95/40) 309 

541-(56/39) 357 
BIG Res. 29-10 566 
237-2 434 
1238-(61/143) 83 
BIG Res. IM-6 552 
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Central Bank of West African States, prescrip
tion as holder of special drawing rights 

"Changing circumstances," adaptation of mul-
tiple currency practices . . . . . . . . . . . . .  . 

Charges: 
Accounting for charges from members with 

overdue obligations . . . . . . . . . . . . . .  . 
Accrued charges . . . . . . . . . . . . . . . . . 
Balances held in Fund's administrative ac

counts not in excess of 0 . 1  percent of quota 
not to be considered part of Fund's hold
ings of member's currency for calculation . 

Extended Fund facility . . . . . . . . . . . . .  . 

Future changes . . . . . . . . . . . . .  
Interest on Trust Fund loans; see Interest 
Media of payment . . . . . . . . . . . . . . .  . 
Oil facility Subsidy Account; see Accounts, 

Subsidy Accounts 
Overdue obligations to Fund. special charges 

Overdue obligations to Fund, accrued income 
Payment by nonparticipant in Special Drawing 

Rights Department . . . . . . . . . . . . . .  . 
Payment of net charges and assessments in 

Special Drawing Rights Department, pro
cedure when participants fail to hold ade
quate SDRs or to acquire them from other 
participants or Fund . . . . . . . . . . . . . .  . 

Rate, as of Feb. 1 ,  1988 . . . . . . . . . . . .  . 
as of May 1 ,  1994 . . . . . . . . . . . . .  . 
as of November I ,  1994 . . . . . . . . .  . 
as of May 1 ,  1995 . . . . . . . . . . . . .  . 

Rate, determination of, burden sharing . . .  . 
Rate on use of ordinary resources 

for FY 1994 . . . . . . . . . . . . . . . . .  . 
Setoff in connection with retroactive reduc-

tion . . . . . . . . . . . . . .  . 
Special charges on overdue obligations to 

Fund . . . . . . . . . . . . . . . . . . . .  . 

Elimination after six months or more . . .  

Trust Fund loans . . . . . . . . . . . .  . 
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Decision 
No. 

6908-(81/101) s 

237-2 

8433-(861175) 
8433-(86/175) 

7060-(82123) 
4377-(7411 14) 

* 

10464-(93/130) 
4239-(74167) 

5702-(78139) 
* GIS 

8 165-(851189) 
G/TR 

8433-(861175) 

5702-(78139) GIS 

7 1 16-(82168) s 
8780-(88112) 
1 0705-(94152) 

10850-(941107) 
10962-(95141 )  
8348-(86/1 22) 

* 

I 0391-(93186)
* 

8271-(86/7 4) 

8165-(851189) 
G/TR

* 

8165-(85/189) 
G/TR* 

I 0352-(93149) 
G/TR 

Page 

489 

438 

278 
278 

5 1 6  
129 
142 
277 

277 

279 
278 

277 

5 1 1  
289 
304 

305 
3 1 1  
283 

300 

281 

279 

280 

280 
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Charges (continued): 
Setoff against charges due for second 

quarter of FY 1987 . . . . . . 
Stand-by arrangements . . . . . . . . . . . . .  . 

Supplementary financing facility . . . . . . .  . 

Supplementary financing facility Subsidy 
Account: see Accounts, Subsidy Accounts 

Committee on Reform of the International 
Monetary System and Related Issues . . . . .  . 

Final report and termination . . . . . . . . .  . 

Support of extended Fund facility . . . . . .  . 
Voluntary Declaration on Trade and Other 

Current Account Measures . . . . . . . . . . 

Commodities (see also Buffer stock financing 
facility; Compensatory financing . . .  ) :  

Reclassification where subject to multiple 
currency practices . . . . . . . . . . . . . .  . 

Communications, privilege for . . . . . . . . . .  . 
Compensatory and contingency financing 

facility, establishment . . . . . . . . . . . . . .  . 

Compensatory financing of export fluctuations 
External contingency financing . . . . . . . . .  

Compensatory financing of fluctuation in the 
cost of cereal imports . . . . . . . . . . . .  . 

Compensatory financing of fluctuations in 
the cost of oil imports . . . . . . . . . . . .  . 

Transitional and other provisions 
Compulsory withdrawal, see, Overdue obligations to 

Fund, Purchases from Fund 
Conditionality; see Use of Fund's resources, 

Conditionality 
"Consistent with the provision of this Agree

ment," meaning in Article V, Section 3 
Consultation with members: 

Before accepting obligations of Article VIII, 
Sections 2, 3, and 4 . . . . . . . . . . . . .  . 

Bicyclic procedures and simplified interim 
procedures 

Termination . . . . . . . . . • . . . . . . .  

Bilateral arrangements . . . . . . . . . . . . .  . 

Changes in members' exchange arrange-
ments, notification to Fund . . . . . . . . .  . 

Commodity field, attention to policies 
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Decision 
No. 

8442-(86/ 178) 
I 0464-(931130) * 

5508-(771127) 

BIG Comp. Res. 
BIG Res. 29-7 
4377-(741114) * 

4254-(74175) 

237-2 
534-3 

8955-(881126) * 
8955-(881126) * 
8955-(881126) * 
Chairman's 
Summing up 
EBMI881105 

8955-(881126) * 

8955-(881126) * 
8955-(881126) 

287-3 

I 034-60/27) 

10362-(93167) 
433-(55142) 

5712-(78/41) 
2772-(69147) * 

Page 

282 
141 
252 

554 
555 
130 

443 

436 
461 

180 
184 
189 

208 

192 

198 
205 

83 

428 

17 
422 

7 
220 
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Consultation with members (continued): 
Conduct by Managing Director in interval 

between Article IV consultations 

Consultations under Article IV . . . . . . . .  . 

Cycles - Review . . . . . . . . . . . . . . . 
Press information notices, Release 

Discussions on use of Fund's resources 
During period of extended arrangement 
During period of stand-by arrangement . .. . . 
Exchange measures needing approval under 

Article VIII . . . . . . . . . . . . . . . . . .  . 
Members' policies in present circumstances . 
Multiple currency practices . . . . . . . . . .  . 
Periodic discussions under Article VIII . . .  . 
Resumption of purchases under extended 

arrangements . . . . . . . . . . . . . . . . . . 
Resumption of purchases under stand-by 

arrangements 

Retention quotas . . . . . . . . . . . . . . . .  . 
Special consultations . . . . . . . . . . . . . . . 

Whether measure is exchange restriction . . . 

Consultations with European Monetary Coope
ration Fund on calculation of representative 
rate for European Currency Unit . . . . . . .  . 

Consultations with prescribed holders of 
special drawing rights . . . . . . . . . . .  . 

Contingency mechanism; see Compensatory 
and contingency financing facility 

Convertibility: 
Acceptance of obligations of Article VIII, 

Sections 2, 3, and 4 . . . . . . . . . . . . .  . 
Approval of exchange restrictions . . . . . . . 
Bilateralism . . . . . . . . . . . . . . . . . . . .  . 
Consultation with Fund 
Discrimination . . . . . . . . . . . . . . . . . .  . 
Multiple currency practices; see Multiple 

currency practices 

Retention quotas 
Credit tranches; see Tranche policies 
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Decision 
No. 

5392-(77/63) 
6026-(79/13) 
5392-(77/63) 
6026-(79/13) 
6056-(79/38) 
6790-(81 /43) 
I 0 168-(92/127) 
1 1 493-(97 /45) 
102-(52/1 1) 
10464-(93/130/ 
10464-(93/130) * 

1034-(60127) 
4134-(74/4) 
237-2 
1 034-(60/27) 

1 0464-(93/130) 
.. 

270-(53/95) 
.. 

10464-(93/130) * 
20 1 -(53/29) 
5392-(77/63) 

1034-(60127) 

7041-(82/8) GIS 

6467-(80171 )  s 

I 034-( 60127) 

1 034-( 60127) 
433-(55/42) 
I 034-(60/27) 
955-(59/45) 

20 1-(53/29) 

Page 

13 
14 

1 2  
14 

1 17 
442 

17 
22 
84 

146-47 
142 

428 
431 
432 
428 

145 

1 1 5  

140-41 

424 
12 

428 

510 

487 

427-28 
428 
422 
427 
426 

424 

User
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Creditworthiness, factor in determining use of 
Fund's resources . . . . . . . . . . . . . . .  . 

Currencies (see also Borrowing by the Fund; 
Convertibility; Holdings of the Fund; 
Investment): 

Arrangements for use in operations and 
transactions of Fund . . . . . . . . . . . . .  . 

Composition of special drawing right . . . .  . 
Freely usable currencies . . . . . . . . . . . .  . 
Guidelines for use in operational budgets 

Guidelines for use in operations and trans· 
actions of General Resources Account . . .  

Operational budgets 

Payment of subscriptions . . . . . . . . . . . .  . 

Rates for computations and maintenance 
of value . . . . . . . . . . . . . . . . . . . .  . 

Replenishment in connection with 
supplementary financing facility . . . . . .  . 

Sale by agreement with member with 
outstanding purchases . . . . . . . . . . . . .  . 

Selection for payment of charges 

Specified by the Fund, use in repurchases . .  

Subscribed to the Fund, ownership . . . . .  . 
Currency stabilization funds . . . . . . . . . . . .  . 

D Debt management policies; see External 
debt management policies 

Debt and debt service reduction operations, 
early repurchase expectations . . . . . . . . .  . 

Debt and debt service reduction, 
Modalities of Fund support . . . . . . . . . . .  . 
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Decision 
No. 

102-(5211 1 )  

BIG Res. 31-2 
6631-(801145) GIS 
5719-(78146) 
6772-(81135) GIS 
1 0279-(931 19) 

6273-(791158) GIS 
627 4-(79 I 158) 
6774-(81/35) 
10279-(93119) 
I 0904-(951 13) 
6273-(791158) GIS 
6772-(81 135) GIS 
6266-(791156) 
BIG Res. 31-2 
BIG Res. 34-2 
BIG Res. 38-1 

5590-(771163) 

5509-(771127) 

6274-(791158) 
6352-(791183l 
5702-(78139) 

GIS 
5703-(78139). 

5809-(78188) 
170-3 
EBMI95186 

9331-(891167). 

Acting Chairman's 
Summing-up 
EBMI9411 

Page 

85 

574 
481 
518 
259 
259 

253 
254 
262 
259 
261 
253 
254 

4 
574 
581 
592 

323 

406 

254-55 
256 

277 
274 
275 

3 
160 

173 

179 
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Debt and debt service reduction, 
Modalities of Fund support (continued): 

Avoidance of linking prepayments to 
commercial banks with early repurchases . .  

Debt strategy, Fund involvement in 

Declaration of noncooperation or censure 

Deferred income; see Overdue obligations 
to Fund, Deferred income 

Designation; see Special drawing rights 
Development Committee; see Joint 

Ministerial Committee 
Discriminatory practices imposed for 

balance of payments reasons (see also 

Exchange restrictions) . . . . . . . . . . . . . .  . 
Disputes between members, Role of the Fund 

in settlement . . . . . . . . . . . . . . . . . . . .  . 
Drawings; see Purchase transactions; Use of 

Fund's resources 

E East African Development Bank, prescription 
as holder of special drawing rights . . . . . .  . 

Eastern Caribbean Central Bank, prescription 
as holder of special drawing rights . . . . . .  . 

Emergency assistance: 
Natural disasters . . . . . . . . . . . . . . . .  . 

Post-conflict countries . . . . . . . . . . . . .  . 
Emergency financing mechanism . . . . . . . .  . 
Enemy-occupied. former, members, intro

duction of multiple currency practices 
Enhanced structural adjustment facility: 

Access limits . . . . . . . . . . . . . . . . . .  . 

Arrears to the Fund, consequences . . . . . .  . 
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Decision 
No. 

Chairman's 
Summing-up 

EBM/91/48 
Chairman's 
Summing up 
EBM/89/61 
EBM/89/100 
EBM/891101 

Page 

178 

168 
97 

101 

955-(59/45) 426 

EMB/84/99 75 

7582-(83/174) s 489 

7707-(84179) s 489 

Chairman's 
Remarks 
EBM/82/16 150 
EBM/95/82 153 
EBM/95/85 156 

237-2 438 

8845-(88/61) ESAF" 50 
8759-(87/176) 

ESAF" 29 
Acting 
Chairman's 
Remarks 
EBM/88/12 91 
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Enhanced structural adjustment facility (continued): 

Borrowing for loan accounts, consultation 
with creditors . . . . . . . . . . . . . . . . .  . 

Establishment . . . . . . . . . . . . . . . .  . 

Extension of commitment and disbursement 
periods for agreement . . . . . . . . . . . . . 

Gold pledge for use of ESAF Trust 
resources under Right Approach . . . . . .  . 

Legal documentation . . . . . . . . . . . . . . . 

Operational arrangements . . . . . . . . . . .  . 

Review 

Lapse of time procedure . . . . . . . . . . 

Enhanced Structural Adjustment Facility Trust: 
Instrument to establish . . . . . . . . . . . . .  . 

Access limits 
Commitment period . . . . . . . . . . . . . .  . 
Eligible members . . . . . . . . . . . . . . . .  . 
Interest rate on trust loans . . . . . . . . . .  . 
Lending, considered as a member's official 

reserves by Fund . . . . . . . . . . . . . . . .  

Reserve Account, Review . . . . . . . . . . .  . 
Special ESAF operations for HIPC and interim ESAF 

subsidy operations, see, Trust for special ESAF 
operations for the HIPC and interim ESAF subsidy 
operations 
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Decision Page 
No. 

9056-(89/2) ESAF 52 
8757·(871!76) 

SAF!ESAF 347 

9116·(89/40) ESAF 350 

10286-(93/23) ESAF* 353 
Chairman's Remarks 
EBM/87/176 so 
Chairman's 
Summing up 
EBM/871171 43 
8757 -(871176) 

SAF/ESAF 347 
9114-(89/40) 

SAF/ESAF 348 
9487 -(90/1 06) 

SAF/ESAF 348 
9808·(91/114) 

SAF/ESAF 349 
10089-(92/94) 

SAF/ESAF 349 
11515-(97/59) 148 

8759-(87/176) 
ESAF* 

26 
Chairman's 
Summing up 
EBM/871171 43 
8845-(88/61)  ESAF* so 
1 1395-(961110) 28-29 
8240-(86/56) * 333 
8846-(88/61) ESAF 52 

Chairman's 
Summing up 
EBM/871176 so 
1 1409-(9711) ESAF 355 
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Decision 
No. 

Enhanced Stuctural Adjustment Facility Trust (continued): 
Transfer and retransfer of resources to and 

from Special Disbursement Account 
Trust grants or trust loans under special ESAF 

operations for HIPC and interim ESAF subsidy 
operations . . . . . . . . . . . . . . . . . . . . 

Enhanced surveillance: 
Midterm review, procedure . . . . . . . . . .  . 

Procedures for transmittal of staff reports . .  

Enlarged access, policy on . . . . . . . . . . . . .  . 
European Currency Unit, representative rate 

in terms of SDR . . . . . . . . . . . . . . . . .  . 
European Monetary Cooperation Fund, con

sultation on calculation of representative 
rate for European Currency Unit . . . . . . .  . 

MExceptional circumstances," meaning in 
Article XIV, Section 3 (Section 4 before 
Second Amendment) . . . . . . . . . . . . . . . . 

Exchange arrangements, notification 

Exchange contracts, unenforceability . . . . . .  . 
Exchange control regulations, Fund prepared 

to advise whether maintained or imposed 
consistently with Fund Agreement . . . . . . .  . 

Exchange controls on capital transfers . . . . .  . 
Exchange rates: 

Borrowing arrangements by Fund . . . . . .  . 
Exchange rate policies of members, 

surveillance . . . . . . . . . . . . . . . . . . .  . 
Flexible exchange arrangements . . . . . . .  . 
Floating, guidelines . . . . . . . . . . . . . .  . 
Fluctuating: 

Multiple currency practices (fixed and 
fluctuating rates) . . . . . . . . . . . . .  . 

Scope of transactions to be agreed with 
Fund . . . . . . . . . . . . . . . . . . . .  . 

Free markets . . . . . . . . . . . . . . . . . . .  . 
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8760-(87/176) * 

1 1434-(97/10) 

10365-(93/67) 
Chairman's 
Summing Up 
EBM/93/15 

8222-(86/45) 
Chairman's 
Summing up 
EBM/85/132 
6783-(81140) * 

7041-(8218) GIS 

7041-(8218) GIS 

1 17-1 
237-2 
5392-(77163) * 
5712-(78141) 
446-4 

446-4 
541-(56/39) 

1289-(62/1) * 

5392-(77163) * 
5712-(78/41) 
BIG Res. 29-10 

237-2 

237-2 

237-2 

Page 

351 

38 

72 

73 
68 

69 
234 

510 

510 

480 
437 

12  
7 

419 

420 
357 

358 

8 
8 

566 

435 

435 

435 
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Exchange rates (continued): 
Multiple currency practices arising from 

official action 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

Notification to Fund 0 0 0 0 0 0 0 0 0 0 • • 0 • •  

Pegs, notification to Fund of changes . . .  0 0 

Representative rate for European Currency 
Unit in terms of SDR 0 0 0 0 0 0 0 0 0 0 0 0 0 

Unification in multiple rate systems, a basic 
objective of Fund . 0 0 0 • 0 0 0 0 0 0 0 • 0 0 0 

Exchange restrictions (see also Payments 
restrictions): 

Approval 0 0 0 • 0 0 0 0 0 • 0 0 0 0 0 0 0 • 0 0 0 

Avoidance of escalation 0 • 0 0 0 0 0 0 • •  0 • 0 

Bilateralism 0 • 0 • 0 0 0 0 0 • • •  0 0 0 0 • •  0 0 0 

Capital transactions; see Capital transfers 
Consultations with Fund 0 0 • 0 0 • 0 0 0 0 • •  0 

Discrimination 0 0 0 0 0 • 0 • 0 0 0 0 • 0 0 0 0 0 0 

Guiding principle of whether measure is a 
restriction on payments and transfers for 
current international transactions 0 0 • • • • •  

Introduction 0 0 0 0 0 0 • 0 0 0 0 0 0 0 0 0 0 0 0 0 

Maintenance 0 0 0 0 • 0 • 0 0 0 • 0 0 0 • 0 0 0 0 • 

Multiple currency practices 0 • 0 0 0 0 0 0 0 0 • 

Payments arrears . . . .  0 0 • • •  0 o • 0 0 0 0 • 

Retention quotas . . 0 • 0 0 0 • 0 0 • 0 0 0 0 0 0 

Security reasons; see Payments restrictions 
Transitional arrangements under 

Article XIV, obligations under 
Article VIII, Sections 2, 3, and 4 

Withdrawal, representation by Fund 
Exchange systems, avoidance of use for non-

balance of payments reasons 0 0 • • • •  0 0 0 0 0 

Exchange taxes 0 0 0 0 • •  0 0 0 0 0 0 • • •  0 0 0 0 0 

Notification to Fund 0 0 0 • 0 0 0 0 0 0 0 0 0 • •  

Exchange transactions; see Purchase transactions 
Exclusion of balances held in administrative 

accounts; see Accounts, Administrative 
accounts 

Exclusion of purchases and holdings under 
Fund policies; see Article XXX(c) 
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Decision 
No. 

6790-(81/43) 
5392-(77/63)

. 

5712-(78/41) 
571 2-(78/41) 

7041-(82/8) GIS 

649-(57/33) 

1034-(60/27) 
4134-(74/4) 
4254-(74175) 
433-(55/42) 

1 034-(60/27) 

955-(59/45) 

1034-(60/27) 
1034-(60/27) 
1 034-(60127) 

237-2 
649-(57/33) 
6790·(81/43) 
3153-(70/95) 
20 1-(53/29) 

1034-(60/27) 
117-1 

1 034-(60/27) 
237-2 
5712-(78/41) 

Page 

441 
1 2  
7 
7 

510 

439 

428 
431 
443 
422 

427 
426 

427 

428 
428 
432 
439 
440 

86,429 
424 

428 
480 

428 
439 

8 
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Executive Board: 
Annual review of implementation of 

surveillance over members' exchange 
rate policies . . . . . . . . . . . . . . . . . . . •  

Communication of changes in members' ex· 
change arrangements . . . . . . . . . . . . .  . 

Information on operation of buffer stocks . .  

Report to Board of Governors on quota 
increases under General Reviews of 
Quotas: 

Seventh . . . . . . . . . . . . . . . . • . . .  

Eighth . . . . . . . . • • • . . . . . . . . . .  

Ninth . . . . . . . . • • • . . . . . . . . . .  

Tenth 

Review and change of rules for designation . 
Review of broad developments in exchange 

rates . . . . . . . . . . . . . . . . . . . .  . 
Review of decision on extended Fund facility 

Lapse of time procedure . . . . . . . . .  . 

Review of functioning of international 
adjustment process . . . . . . . . . . . . . .  . 

Review of guidelines for borrowing by Fund 
Review of level of Fund's SDR holdings . . .  
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Decision 
No. 

5392-(77163) * 
6026-(791 13) 

... 

9499-(9011 1 )  * 
1 0273-(93115) 

5712-(7814 1) 
3179-(70/1 02) 
5127-(76191) 
5597-(771171) 
7246-(821147) 
7247-(821147) 

BIG Res. 34-2 
BIG Res. 38-1 
BIG Res. 43-1 
BIG Res. 44-5 
BIG Res. 45-1 
BIG Res. 45-2 
BIG Res. 48-3 
BIG Res. 50-1 
6209-(791124) s 

5392-(77163) 
... 

4377-(74/114) * 
5220-(76/144) 
7558-(831156) 
7857 -(84/175) 
8192-(86/13) 
8583-(87 172) 
91 89-(89177) 
9790-(91/1 06) 
1 0723-(94/58) 
1 1515-(97/59) 

5392-(77/63) * 
9862-(91191) 
6275-(79/158) GIS 
7626-(84123) s 
7941-(85150) s 

Page 

12 
14 
15 
16 

8 
221 
222 
226 
228 
224 

576 
587 
596 
601 
605 
607 
620 
622 
505 

12 
133 
133 
134 
134 
135 
135 
136 
136 
137 
148 

1 1  

417 
256 
261 
261 
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Executive Board (continued): 

Review of prescriptions of holders of 
special drawing rights . . . . . . . . . . . . .  

Review of quota calculation method 

Executive Directors: 
Additional appointed, meaning of wthe 

preceding two years" in Article XII, 
Section 3(c) • • • • • • • •  0 0 • •  0 0 • • • • •  

Appointment by members having five 
largest quotas 0 • • •  0 0 .  0 0 • • • •  0 • •  0 0 

Determination of members entitled to 
appoint under Article XII, Section 3(c) 

Balances held in Fund's administrative 
accounts not in excess of 0 . l  percent 
of quota not to be considered part 
of Fund's holdings of member's cur
rency for determination . . . . . . . . . . 

Participation in meetings of Development 
Committee . . . . . . . . . . . . . . . . . . .  . 

Participation in meetings of Interim 
Committee . . . . . . . . . . . . . . . . . . .  . 

Voting power, effect of quota changes . . .  . 
Export shortfalls, financing; see Compensa

tory and contingency financing facility 
Extended arrangements . . . . . . . . . . .  . 

Access limits, see Guidelines on access 
limits below 

Amounts to be made available 
Augmentation of rights to make purchases, 

elimination . . . . . . . . . . . . . . . . . . .  . 

Charge . . . . . . . . . . . . . . . . . . . .  . 

Elimination of use under Enlarged Access 
Policy . . . . . . . . . . . . . . . . . . . .  . 

Exclusion of purchases and holdings for 
purpose of definition of "reserve tranche 
purchase" . . . . . . . . . . . . . . . . . . . .  . 

7 1 1  

Decision Page 
No. 

8265-(86170) s 262 
8574-(87/64) s 262 
10278-(93/19) s 262 

6467 -(80171) s 487 
BIG Res. 38-1 587 

597-4 477 

2-l 476 

574-2
" 

476 

7060-(82/23) 516 

B/G Res. 29-9 562 

BIG Res. 29-8 556 
180-5 477 

4377-(7411 14) 
* 

129 

1018 1-(921132) 238 

5706-(78/39) 129 
4377-(74/ 1 14)

* 
133 

I 0464-(9311 30) 
* 

146 

10 181-(921132) 238 

6830-(81/65) 129 
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Extended arrangements (continued) : 
Foreign borrowing, performance criteria . .  
Form, standard . . . . . . . . . . . . . . . .  . 
Guidelines on access limits . . . . . . . .  . 
Guidelines, operational; see Performance 

criteria and phasing, below 
Ineligibility . . . . . . . . . . . . . . . . . . .  . 

Publicity upon declaration . . . . . . .  . 

Misreporting and noncomplying purchases, 
guidelines on corrective action . . . . . .  . 

Noncomplying purchases; see Misreporting 
and noncomplying purchases 

Operational guidelines; see Performance 
criteria and phasing, below 

Overdue obligations to Fund, purchases 
from Fund . . . . . . . . . . . . . . . . . .  . 

Performance criteria and phasing, opera-
tional guidelines . . . . . . . . . . . . . .  . 

Provision for enlarged access to Fund's 
resources . . . . . . . . . . . . . . . . . . .  . 

Provision for supplementary financing 
Repurchases; see Repurchases 
Review of decision on extended Fund 

facility 

Lapse of time procedure . . . . . . . .  . 
Suspension of right to engage in purchase 

transactions 
Extended burden sharing, implementation and 

modalities of new special Contingent 
Account . . . . . . . . . . . . . . . . . . . . 

Review . . . . . . . . . . . . . . . . . .  . 
Extended Fund facility; see Extended 

arrangements 
External debt management policies . . . . .  . 
External contingency financing, see Compen

satory and contingency financing facility 
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Decision 
No. 

6230-(79/140)* 

1 0464-(93/130)* 
10 181-(92/132) 

10464-(93/130)* 

7931-(85/41) 
7999-(85/90) 

7842-(84/165) 
EBM/85/26 

7908-(85/26) 
EBM/84/54 

7925-(85/38)"' 

6783-(81/40)
* 

5508-(77/127) 

5220-(76/144) 
7558-(83/156) 
7857 -(84/175) 
8192-(86/13) 
8583-(87/72) 
9!89-(89177) 
9790-(91/1 06) 
1 0723-(94/58) 
1 1515-(97/59) 

1 0464-(93/130)* 

9471-(90/98)* 

1 1481-(97/42) 

6230-(79/140) 

Page 

122 
142 
238 

145 
478 
478 

126 
128 

89 
89 

1 1 9  

235 
248 

133 
134 
134 
135 
135 
136 
136 
137 
148 

145 

319 
322 

122 
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Decision Page 
No. 

F .. First credit tranche, .. Fund attitude to request 
for transactions 1 1 6  

Floating rates: see Exchange rates 
Fluctuating exchange rates; see Exchange rates 
Freely usable currencies . . . . . . . . . .  5719-(78146) 5 1 8  
Free markets: see Exchange rates 
Fund resources, use: see Use of Fund's resources 
Fund's holdings; see Holdings of the Fund 

G General Agreement on Tariffs and Trade . . . •  I 034-(60127) 429 
4254-(74175) 443 
BIG Res. 29-10 567 

Consultation and cooperation . . . . . . .  363-1 463 

General Arrangements to Borrow; see Bor-
rowing by the Fund 

General Resources Accounts; see Accounts 
Gold: 

Modalities of gold pledge for use of ESAF 
I 0286-(93/23)

* Trust resources under Rights Approach . 353 
Repurchase obligations, discharge by 

payment in SDRs or currencies of other 
5703-(78139) * members specified by Fund 274 

5809-(78188) 275 
Sale, amounts available to Trust Fund 5069-(76172) 519 
Sale for benefit of developing members, 

distribution of profits through Trust Fund 5069-(76172) 520 
5709-(78/41) TR 530 
5832-(78/95) TR 530 
6540-(80198) TR 533 

Sale. transfer of profits to Trust Fund . . .  5069-(76172) 519 
Subscribed to Fund, ownership . . . . . . .  170-3 3 

Gross reserve position; see Reverse position, 
gross 

H HIPC initiative, see, Trust for special ESAF 
operations for the HIPC and interim ESAF 
subsidy operations 

Holdings of the Fund: 
Adjustment by Fund . . . . . . . . . . . . .  5590-(77 I I 63) 323 
Attribution of reductions to enlargement of 

member's reserve tranche position . . . . 6774-(8 1 135) 264 
6831-(81 165) * 275 

7 1 3  
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Holdings of the Fund (continued): 
Attribution of reductions to repurchase 

obligations . . . . . . . . . . . . . . . . .  . 
Balances held in administrative accounts not 

in excess of 0 . 1  percent of member's quota, 
exclusion from Fund's holdings of mem
ber's currency for certain purposes . .  

Computations and adjustment, rates 
Exclusion of holdings resulting from credit 

tranche purchases . . . . . . . . . . . . . .  . 
Exclusion under buffer stock facility . . .  . 
Exclusion under compensatory and contin-

gency financing facility . . . . . . . . . .  . 
Exclusion under enlarged access policy . .  
Exclusion under extended Fund facility . .  
Exclusion under oil facility . . . . . . . . .  . 
Exclusion under supplementary financing 

facility . . . . . . . . . . . . . . . . .  . 
Exclusion under systemic transformation 

faci l ity . . . . . . . . . . .  . 

Replenishment; see Article VII, replenish
ment of Fund's holdings of currencies; 
Borrowing by the Fund 

Repurchases; see Repurchases 

I Import restrictions imposed for balance of 
payments reasons, GATT members . . . . .  

Income, accrued, see Overdue obligations to 
Fund. purchases from Fund, Accrued 
charges and income 

Income. Net, see Net Income 
Income position, see Burden sharing 
Income target, see Burden sharing, net 

income target 
Ineligibility; see Extended arrangements; Stand

by arrangements; Use of Fund's resources 
Interest: 

Charge on loans from Trust Fund . . . . .  
Payment on Fund indebtedness under General 

Arrangements to Borrow . . . . . . . . .  . 
Payment on Fund indebtedness under supple

mentary financing facility Subsidy Account 
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Decision 
No. 

6831-(81/65) * 

7060-(82/23) 
5590-(77/163) 

6830-(81/65) 
5591-(77/163) 

8955-(88/126)* 
6783-(81/40) 
6830-(81/65) 
5371-(77/51) 

5508-(77/127) 

I 0348-(93/61) 
STF 

I 034-(60/27) 

5069-(76/72) 

1289-(62/1)* 

6683-(80/185)* 
G/TR 

Page 

275 

516 
323 

515  
514  

514  
516 
515  
515  

515  

517  

429 

524 

362 

537 
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Interest (continued): 

Decision 
No. 

Page 

Payment under supplementary financing facility 5509-(771127) 

Payments by members under Trust Fund loan 
agreements . . . . . . . . . . . . . . . . . . . 

Interim Committee of the Board of Governors 
on the International Monetary System: 

Establishment . . . . . . . . . . . . . . .  . 
Review of functioning of international 

adjustment process . . . . . . . . . .  . 
Rules of procedure . . . . . . . . . . .  . 

International Bank for Reconstruction and 
Development, prescription as holder of 
special drawing rights 

International Development Association, pre
scription as holder of special drawing rights 

International Fund for Agricultural Development, 
prescription as holder of special drawing rights 

International monetary system, reform . . . . .  
International Natural Rubber, Sugar, and Tin 

Agreements; see Buffer stock financing facility 
Interpretation under Articles of Agreement . .  
Investment: 

Currencies held in supplementary financing 
facility Subsidy Account . . . . . . . . .  . 

Currency balances held in Trust Fund . . •  

Islamic Development Bank, prescription 
as holder of special drawing rights . .  

J Japan, Borrowing agreement with Fund: see 
Borrowing by the Fund 

Joint Ministerial Committee of the Boards of 
Governors of the Bank and the Fund on the 
Transfer of Real Resources to Developing 
Countries: 

Establishment . . . . . . . . . . . . . . .  . 
Rules of procedure . . . . . . . . . . . . . .  . 

715  

Annex 409 
6 1 63-(79196) 414 

6358-(791188) 
5069-(76172) 

BIG Res. 29-8
* 

5392-(77163/ 

6718-(8 1/1)  s 

6718-(81/1)  s 

6489-(80/77) s 
BIG Comp. Res. 

6683-(801 185) 
GITR 

6854-�8 1 178) 
SBS 

5069-(76/72) 
5972-(781189) 
5973-(78/189) TR 

7086-(82/42) s 

BIG Res. 29-9
* 

532 
524 

555 

I I  
569 

489 

489 

489 

554 

xli 

538 

542 
526 
528 
529 

489 

559 
570 
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Joint Ministerial Committee (continued): 
Secretariat function, changes in organiza-

tion of work and structure . . . . . . . .  . 
Joint Vienna Institute . . . . . . . . . . . . . . .  . 

L Lapse of time procedure, Review under Fund 
arrangements 

M Maintenance of value, adjustment: general poli
cies and procedures relating to arrears to 

Fund . . . . . . . . . . . . . . . . . . .  . 

Managing Director: 
Authority to establish Borrowed Resources 

Suspense Accounts, and to transfer and 
invest balances of borrowed currencies 

Authority to make calls under borrowing 
arrangements in connection with supple-
mentary financing facility . . . . . . . .  . 

Consultation by eligible member to request 
assistance from Trust Fund 

Consultation by member before making 
request under supplementary financing 
facility . . . . . . . . . . . . . . . . . . .  . 

Consultation by member contemplating 
request under extended Fund facility . . .  

Consultation by member to request use of 
Fund resources under policy on enlarged 
access 

Consultation with members when notice of 
exchange policy change not received . . .  

Consultations and proposals to Executive 
Board concerning sales of currencies at re
quest of members with outstanding purchases 

Consultations with lenders on means of 
interest payment under borrowing agreements 
in connection with supplementary financing 
facility . . . . . . . . . . . . . . . . . . .  . 

Deposit of currencies received by supple
mentary financing facility Subsidy Account 
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Decision 
No. 

10575-(94/4) 

1 1 5 15-(97/59) 

Acting 
Chairman's 
Summing up 
EBM/88/19 

6844-(81175) 
6845-(81175) 

6006-(79/3) 

5069-(76172) 

5508-(77/127) 

4377-(74/114)* 

6783-(81/40) 

5712-(78/41) 

6352-(79/183) 

6163-(79/96) 

Page 

571 
671 

148 

92 

416 
416 

413 

521 

248 

131 

235 

8 

257 

414 
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Managing Director (continued): 
with Bank for International Settlements 

Discussions with members judged suffi
ciently strong whose outstanding purchases 
are not subject to guidelines on early 
repurchase with view to reducing their 
indebtedness to the Fund . . . . . . . . 

Discussions with members on exchange 
policies . . . . . . . . . . . . . . . . . . .  . 

Participation in meetings of Development 
Committee . . . . . . . . . . . . . . . . .  . 

Participation in meetings of Interim Committee 
Placement of Trust Fund investments in 

SDR-denominated deposits . . .  

Proposals for allocation of SDRs: 
First basic period . .  
Third basic period . . . . . • . .  

Fourth basic period . . . . . . .  . 
Proposals for calls under General Arrange-

ments to Borrow . . . . . . . . . . . . . .  . 

Proposals for Trust Fund investments 
Recommendations to Executive Board 

regarding approval of use of Fund 
resources and stand-by arrangements 

Report to Board of Governors and to 
Executive Board on allocation of SDRs 
for fourth basic period . . . . . . . . .  . 

Military expenditure and role of the Fund . .  . 

Misreporting and noncomplying purchases. 
guidelines on corrective action; see Ex
tended or Stand-by arrangements 

Mix of ordinary and borrowed resources; see 
Enlarged access, policy on. Apportionment 
between ordinary and borrowed resources 

Monetary stabilization operations. use of 
Fund's resources 

Multiple currency practices: 
Policy . . . . . . . 
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Decision 
No. 

Page 

6854-(81!78)
* 

SBS 542 

6774-(81/35) 264 

5392-(77/63)*
 13  

6026-(79/13)* 14 

BIG Res. 29-9 562 
BIG Res. 29-8 557 

5973-(78/189) TR 529 

BIG Res. 24-12 625 
BIG Res. 34-3 627 

636 

1289-(6211)* 360 
5973-(78/189) TR 529 

6056-(79/38) 1 18 

Concluding 
Remarks by 
Acting Chairman 

636 

EBM/911138 446 

71-2 83 
BIG Res. IM-6 552 

237-2 
649-(57/33) 
6790-(81143) 

432 
439 
440 
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Multiple currency practices (continued): 

Prior Fund approval . . . . . . . . . . . . .  . 

Spreads . . . . . . . . . . . . . • . . . . . .  

N "Net creditor position in the Fund" . . . . . .  . 

Net income, Disposition 
for FY 1994 . . . . . . . . . . . . . . . • . . .  

for FY 1995 . . . . . . . . . . . . . . . . . .  . 
New Arrangements to Borrow, see, Borrowing 

by the Fund 
Noncomplying purchases; see Extended or 

Stand-by arrangements, Misreporting and 
noncomplying purchases 

Nordic Investment Bank, prescription as 
holder of special drawing rights . . . . . .  . 

0 Official clearing and payments arrangements, 
Temporary exemption from three-month rule 

Oil facility: 
Exclusion of purchases and holdings for 

purpose of definition of "reserve tranche 
purchase" . . . . . . . . . . . . . . . . . . .  . 

Operational budgets: 
Assessment of strength of member's balance 

of payments and gross reserve position . 

Sales of SDRs and use of currencies . . . .  
Overdue obligations to Fund, purchases from 

Fund (see also Extended or Stand-by 
arrangements) . . . . . . . . . . . . . . . . . .  . 

Access to enhanced structural adjustment 
facility (ESAF) . . . . . . . . . . . . .  . 

Accrued charges and income . . . . . . . .  . 

Accounting for overdue charges . . . . . .  . 
Burden sharing; see Burden Sharing 
Complaint, period of consideration . . . . .  

Compulsory withdrawal . . . . . . . . . . .  . 
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Decision 
No. 

5712-(78141) 
6790-(81143) 

6008-(7913) 

10704-(94152) 
10957-(95/40) 

6488-(80177) s 

I 0749-(94167) 

5371-(77/51)  

6273-(791158) 
GIS 

6772-(81135) GIS 

7908-(85126) 
I 0464-(93/130)* 

Chairman's 
Closing Remarks 
EBMI88112 
8433-(861175) 
8433-(861175) 

Chairman's 
Summing up 
EBMI85/170 
EBMI90/38 
343-(54147) 

Page 

8 
441 

414 

304 
308 

489 

423 

515 

253 
258 

89 
141,145 

9 1  
278 
278 

90 
102 
513  
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Overdue obligations to Fund (continued): 
Compulsory withdrawal (continued): 

Declaration of ineligibility . . . . . . .  . 

Declaration of noncooperation or censure 

Deferred income 
Letter to Governors 

Maintenance of value adjustments, policies 
and procedures . . . . . . . . . . . . . . .  . 

Procedures for dealing with members . . .  
Publicity upon declaration of ineligibility 
Reporting by Fund . . . . . . . . . . . . . .  . 
Rights accumulation programs, operational 

modalities . . . . . . . . . . . . . . . . . . .  . 

Setoff in connection with retroactive reduc
tion of charges due by members in arrears 

Special charges on . . . . . . . . . . . . . .  . 

Setoff against charges due for second 
quarter of FY 1987 . . . . . . . . . .  . 

Strengthened cooperative strategy, time-
table Chairman's of procedures . . . . . .  . 

Overdue payments to Fund; see Overdue 
obligations to Fund 

P Payments arrears . . . . . . . . . . . . . . . . .  . 

Payments policies of members . . . . . . . . .  . 

7 1 9  

Decision 
No. 

EBM/89/100 
EBM/89/101 

EBM/90/38 
EBM/891100 
EBM/89/101 
EBM/891100 
EBM/891101 
8433-(86/ 175) 
EBM/891100 
EBM/89/101 

Chairman ·s 
Summing up 
EBM/88/19 
EBM/891101 
7999-(85/90) 
7931-(85/41) 

Chairman's 
Summing up 

Page 

98 
102 

104,108 
96 
96 
97 

101 
278 

98.100 
101 

92 
94 

478 
478 

EBM/90/97 I 08 
EBM/91/42 1 1 2  
EBM/92/58 I 13  
EBM/95/29 114 

8271-(86174) 
8165-(851189)* 

G/TR 

8442-(86/ 178) 

Statement 
EBM/90/38 

281 

279 

282 

102 
EBM/92/58 1 1 3  

3153-(70/95) 
EBM/801154 
EBM/89/61 
4134-(74/4) 

86 
87 
88 

431 



©International Monetary Fund. Not for Redistribution 

SELECTED DECISIONS OF THE EXECUTIVE BOARD 

Payments restrictions; (see also Exchange 
restrictions; Payments arrears): 

For security reasons, Fund jurisdiction 
Withdrawal or general abandonment . . .  . 

''Position in the Fund," definition . . . . . .  . 

Press information notices. Release following 
completion of Article IV consultation, see, 

Article IV consultation 
Prior notice to Fund, imposition of payments 

restrictions for security reasons . . . . . . .  . 
Publication of reports, overdue obligations . .  
Publicity on declaration of ineligibility . . . .  
Publicity upon Suspension of Voting 

Rights and termination of suspension . . . . .  
Purchase transactions (see also Use of Fund's 

resources): 
Augmentation of rights to purchase under 

stand-by and extended arrangements, 
elimination . . . . . . . . . . . . . . . . . .  . 

Purchase under buffer stock financing facility 

Purchases under compensatory and contin-
gency financing facility . . . . . . . . . .  . 

Purchases under credit tranche; see Tranche 
policies 

Purchases under extended arrangements . .  

Purchases under stand-by arrangements . .  

Purchases under supplementary financing 
facility . . . . . . . . . . . . . . . . . . .  . 

Resumption of purchases under extended 
arrangement after decision of formal ineli
gibility or to consider such a proposal . .  

Resumption of purchases under stand-by 
arrangement after decision of formal ineli
gibility or to consider such a proposal . .  
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Decision Page 
No. 

144-(5215 1 )  
117-1 
6274-(791 158) 
6772-(81135) GIS 

144-(52151) 
7931-(85141) 
7999-(85190) 

I 0305-(93132) 

5706-(78139) 
2772-(69147)

* 

3 1 79-(701102) 
5 1 27-(76191) 
5591 -(77 I 163) 
5597-(771171) 

7246-(821147) 
7247-(821147) 

8955-(88/126)
* 

4377-(74/114)
* 

6830-(8 1 165) 
I 0464-(931 130)* 
270-(53195)

* 

I 0464-(93/1 30)* 
5508-(77 I 127) 

I 0464-(9311 30)* 

270-(53195)
. 

10464-(93/130)
* 

421  
480 
255 
259 

421 
478 

478 

478 

129 
219 
221 
222 
5 1 4  
224 
227 
223 

180 

130 
128 
142 
1 1 4  
138 

247 

146 

1 1 5  
141 
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Purchase transactions (conrinued): 
Suspension, effect on General Arrange-

ments to Borrow . . . . . . . . . . . .  . 
Suspension of transactions under extended 

arrangements . . . . . . . . . . . . . . . . .  . 
Suspension of transactions under stand-by 

arrangements . . . . . . . . . . . . . . . . . . 

Q Quotas: 
Adjustment, first imerval of five years 
Calculation, review of method . . . . .  
Change, effect on voting power of elected 

Executive Director . . . . . . . . . . . . .  . 

Reviews: 
First 
Sixth General Review . . . . . . . . . .  . 
Seventh General Review . . . 

Sale of SDRs by Fund to members 
for use in quota payments . .  

Eighth General Review . . . . .  . 
Ninth General Review 

Report of Executive Board to Board 
of Governors . . . . . . . . . . . . . 

Payment of increases in quotas 
Period of consent. extension . . .  

Tenth General Review 
Report of Executive Board to Board 

of Governors . . . . . . . . .  . 
Special adjustment for members with very 

small quotas . . . . . . . . . . . . . . . . .  . 

R Rates for official communications of Fund 
Rates of exchange; see Exchange rates: 

Multiple currency practices 
Reconstitution: see Special drawing rights, 

Reconstitution 
Remuneration on net creditor positions, 

balances held in Fund's administrative 
accounts not in excess of 0. 1  percent of 
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Decision 
No. 

1289-(6211) * 

I 0464-(931130>* 

270-(53195)* 
I 0464-(931130)* 

408-2 
BIG Res. 38-1 

180-5 

408-2 
BIG Res. 31-2 
BIG Res. 34-2 

6663-(801160) s 
BIG Res. 38-1 

BIG Res. 43-1 

Page 

366 

145 

1 1 5  
1 4 1  

3 
587 

477 

3 
573 
576 

268 
587 

596 
BIG Res. 44-5 601 
BIG Res. 45-1 
BIG Res. 45-2 
1 1517-(97161 )  
1 1517-(97/61) 

BIG Res. 48-3 

BIG Res. 44-1 
BIG Res. 38-1 

534-3 

605 
607 
615 
615 

620 

598 
588 

461 
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Remuneration on net creditor positions (continued) : 
quota, exclusion from Fund's holdings of 
member's currency for calculation . .  

Remuneration, rate, burden sharing . . . . .  . 

Repayment by Fund of borrowed currency . . . 

Replenishment; see Article VII, replenishment 
of Fund's holdings of currencies; Borrowing 
by the Fund 

Reporting by the Fund of overdue obligations 
Repurchases: 

Attribution of reductions in Fund's holdings 
of currencies . . . . . . . . . . . . . . . . .  . 

Currency resulting from purchase under 
credit tranches . . . . . . . . . . . . . . . .  . 

Currency resulting from purchase under 
extended arrangement . . . . . . . . . . .  . 

Currency resulting from purchase under 
stand-by arrangement . . . . . .  . 

Early, guidelines . . . . . . • . .  

Early, expectation, debt and debt service 
reduction operations; see Debt and debt 
service reduction operations, early 
repurchase expectations 

Guidelines for selection of currencies . . . .  

Obligations to pay gold, payment with SDRs 
or currencies of other members . . . . .  . 

Of Fund's holdings . . . . . . . . . . . . • . .  

Procedures . . . . . . . . . . . . . . . . . . . . 
Under buffer stock financing facility . . .  . 

Sixth International Tin Agreement . .  . 

1977 International Sugar Agreement . .  
International Natural Rubber Agreement, 

1979 . . . . . . . . . . . . . . . . . . .  . 

Under compensatory and contingency 
financing facility . . . . . . . . . . . . . .  . 

Under decision on enlarged access . . . .  . 

Under extended Fund facility . . . . . . .  . 

Under supplementary financing facility . .  

722 

Decision Page 

No. 

7060-(82/23) 
8348-(86/122)* 

1289-(62/ I )
* 

7931-(85/41) 

6774-(81/35) 
6831-(81/65) 

* 

5703-(78/39)* 

10464-(93/130)* 

I 0464-(93/130) 
5704-(78/39) 
6172-(7911 0 I) 

516 
284 
362 

478 

264 
275 

273 

146 

141  
269 
270 

6273-(7911 58) GIS 253 

6274-(79/158) 254 
6774-(81/35) 262 

5703-(78/39>* 274 
5809-(78/88) 275 
I 02-(5211 1 )  84 
5703-(78/39)* 273 
5703-(78/39)* 273 
7247 ·(82114 7) 223 
5597-(77/171) 226 

7246-(82/147) 227 

5703-(78/39) * 273 
8955-(88/126)* 188,197, 

204-05 
6783-(81/40) 236 
4377-(74/114>* 132 
5508-(77/127) 250 
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Reserve assets: 
Guidelines for determining amount to be 

paid in connection with subscriptions . .  
Payment for subscriptions: 

Under Eighth General Review of Quotas 
Under Ninth General Review of Quotas 

Reserve position, gross, assessment for pur
poses of designation plans, operational 
budgets, and early repurchases 

Reserve tranche position: 
Attribution of reductions in Fund's 

holdings of currencies 10 enlarge 

Review . . . . . . . . . . . . . . . . . . .  . 
Balances held in Fund's administrative ac

counts not in excess of 0 . 1  percent of quota 
not to be considered pan of Fund's holdings 
of member's currency for determination 

Reserve tranche purchases (see also Use of 
Fund's resources) : 

Exclusion of purchases and holdings in 
credit tranches . . . . . . . . . . . . . .  . 

Exclusion of purchases and holdings under 
buffer stock financing facility . . . . . .  . 

Exclusion of purchases and holdings under 
compensatory and contingency financing 
facility . . . . . . . . . . . . . . . . . . .  . 

Exclusion of purchases and holdings under 
extended facility . . . . . . . . . . . . . .  . 

Exclusion of purchases and holdings under 
oil facility . . . . . . . . . . . .  . 

Exclusion of purchases and holdings under 
policy on enlarged access . . . . . . . . .  . 

Exclusion of purchases and holdings under 
supplementary financing facility . . . . .  . 

Exclusion of purchases and holdings under 
systemic transformation facility . . .  

Restrictions; see Exchange restrictions; 
Payments restrictions 

Retention quotas . . . . . . . . . . . . .  . 
Rights approach or Rights accumulation 

programs; see Overdue obligations to Fund, 
purchases from Fund 

Rule G-1 
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Decision 
No. 

Page 

6266-(7911 56) 4 

BIG Res. 38-1 592 
BIG Res. 45-2 615.616 

6273-(791158) GIS 253 

6774-(81/35) 
6831-(81165) * 
7704-(84/78) 

7060-(82123) 

6830-(81165) 

5591-(77/163) 

8955-(88/126)* 

6830-(81/65) 

5371-(77/51) 

6783-(81/40) 

5508-(77/127) 

I 0348-(93/61) 
STF 

20 1-(53129) 

1289-(6211 >* 

264 
275 
276 

516 

515 

514 

514 

515 

515 

516 

515 

517 

424 

365 
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Rule 1-6(4): 
Rate of charges 

Rule 1-10: 
Rate of remuneration 

Rule 0-2: 
Determination of exchange rate 

Valuation of U.S. dollar in terms of special 
drawing rights . . . . . . . . . . . . . . . .  . 

Rule P-7: 
Declaration concerning use of special 

drawing rights in accordance with pre-
scription on donations . . . . . . . . . . .  . 

Declaration concerning use of special 
drawing rights in accordance with pre-
scription on forward operations . . . . .  . 

Declaration concerning use of special 
drawing rights in accordance with pre-
scription on loans . . . . . . . . . . . . . .  . 

Declaration concerning use of special 
drawing rights in accordance with pre-
scription on pledges . . . . . . . . . . . .  . 

Declaration concerning use of special 
drawing rights in accordance with pre
scription on settlement of financial 
obligations . . . . . . . . . . . . . . . . . .  . 

Declaration concerning use of special 
drawing rights in accordance with pre-
scription on swap operations . . . . . . .  . 
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Decision 
No. 

8165-(85/189)* 
G/TR 
8780-(88/12) 
8861-(88/67) 
9135-(89/46) 
9471-(90/98) 
10340-(93/54) 
10348-(93/61) STF 
1 1249-(96/39) 
11251 -(96139) 

8348-(86/122) * 
8861-(88/67) 
9471-(90/98) 
1 0340-(93/54) 

1289-(62/ 1)* 
5590-(77/163) 
6001-(79/1) s 
6053-(79/34) s 
6054-(79/34) s 
6336-(79/178) s 
7041-(82/8) GIS 

6709-(80/189) s 

6437-(80/37) s 

6337-(79/178)5 

600 1-(79/1) s 

6053-(79/34) s* 

6000-(79/1) s* 

6336-(791178) s 

Page 

279 
289 
291 
294 
319 
298 
233 
312 
315 

284 
292 
319 
298 

364 
323 
495 
497 
499 
501 
510 

485 

504 

503 

496 

498 

495 

502 
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Rule P-7 (continued): 
Declararion concerning use of special 

drawing righls in accordance wirh pre
scription on transfers as secu rily for 
performance of financial operarions 

Rule P-9. record of operarions in special 
drawing righrs . . . . . . . . . . . . . . . . . .  . 

Rule R-1 rhrough R-6, rules for reconslilUlion. 
abrogation . . . . . . . . . . . . . . . . . . .  . 

Rule T-1, interesl and charges in respecr of 
SDRs . . . . . . . . . . . . . . . . . . .  . 

Saudi Arabia. associarion agreement under 
General Arrangemems 10 Borrow: 
Borrowing by rhe Fund 

Transferability of claims . . . . . . . . . . .  
SODS. see, Special Dara Disseminalion 

Srandard (SODS) 
Secrion 22 of By-Laws. compulsory wilhdrawal 

Special contingem accounl, esrablishmem . . .  
Addilions in FY 1988 and disposirion of 

amoums placed in FY 1987 and FY 1988 
Special Comingem Account (SCA-2) . . . . . .  
Special Dara Disseminarion Srandard (SODS). 

see. Srandards for disseminarion of economic 
and financial srarisrics 10 rhe public by 
member coumries and implememarion of the SODS 

Special Disbursemem Accoum: see Accoums 
Special drawing rights: 

Allocarion for firs! basic period . . . . . . .  

725 

Decision 
No. 

6054-(79/34 > s*' 

6000-(79/L > s* 

600 1-(79/1) s 
6053-(79/34 > s

* 

6054-(79/34 > s
* 

6336-(79/178) s 
6337 -(79/178) s 
6437-(80/37) s 
8186-(86/9) 

SBS/S 
8239-(86/56) SA F 
8937 -(88/118) 

ESAF/S 

6832-(81/65) 

8759-(87/176)
* 

ESAF 
I 1251-(96/39) 

7629-(84/25) 

EBM/89/100 and 
EBM/891101 
8619-(87/90) 

8780-(88/12) 
9471-(90/98t 

B/G Res. 24-12 

Page 

500 

495 
497 
498 
501 
502 
503 
504 

491 
491 

492 

509 

40 
315 

374 

98 
289 

289 
319 

625 
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SELECTED DECISIONS OF THE EXECUTIVE BOARD 

Special drawing rights (continued) : 
Allocation for third basic period 

New participants . . . . . . . . . . . . .  . 

Allocation for fourth basic period, 
Managing Director's report to Board 
of Governors and to Executive Board 

Change in method of valuation, effect on 
claims under supplementary financing 
facility . . . . . . . . . . . . . . . . . . .  . 

Designation. review of rules and method 
of calculating amounts . . . .  

Holders prescribed by the Fund: 
African Development Bank and 

African Development Fund . . . . .  . 

Andean Reserve Fund . . . . . . . . . . •  

Arab Monetary Fund . . . . . . . . . . •  

Asian Development Bank . . . . . . .  . 

Bank for International Seulements . .  . 

Bank of Central African States . . . .  . 

Central Bank of West African States 
East African Development Bank . . .  . 

Eastern Caribbean Central Bank . . .  . 

International Bank for Reconstruction 
and Development . . . . . . . . . . .  . 

International Development Association. 
International Fund for Agricultural 

Development . . .  
Islamic Development Bank . . . . . . .  . 

Nordic Investment Bank . . . . . . . . .  . 

Swiss National Bank. Termination of 
status . . . . . . . . . . . . . . . . . . .  . 

Terms and conditions for accepting, 
holding. or using SDRs . . . . . . . .  . 

Level of SDR holdings in General Resources 
Account, maintenance: see Accounts, 
General Resources Account 

Loans for Trust Fund expressed in . . . . .  
Method of collecting exchange rates for 

calculation of value of SDR for pur-
pose of Rule 0-2(a) . . . . . . . . . . 

Payment of net charges and assessment in 
Special Drawing Rights Department; see 
Special Drawing Rights Department, 
payment 

726 

Decision 
No. 

BIG Res. 34-3 
5956-(78/180) s 
6368-(79/191) s 

5509-(77/127) 
Annex 

6209-(791124) s 

8318-(86/1 04) s 
6486-(80177) s 
6609-(80/126) s 
7229-(82/136) s 
6484-(80177) s 
7064-(82/26) s 
6908-(8111 0 I) S 
7582-(83/174) s 
7707-(84179) s 

6718-(81/1) s 
6718-(8111) s 

6489-(80177) s 
7086-(82/42) s 
6488-(80177) s 

10225-(921147) s 

6467-(80171 )  s 

5069-(76/72) 

6709-(801189) s 

Page 

627 
493 
493 

636 

4 1 1  

505 

489 
489 
489 
489 
488 
489 
489 
489 
489 

489 
489 

489 
489 
489 

490 

486 

524 

485 
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Special drawing rights (continued): 
Payment of subscriptions . . . . . . . . . .  . 
Reconstitution, abrogation of rules . . . .  . 
Sale by Fund to members for use in quota 

payments under Seventh General Review 
Sale by Fund, guidelines . . . . . . . . . .  . 

SDR-denominated deposits with Bank for 
International Settlements . . . . . . . . .  . 

Transfers under Article V, Section 3(/) . .  
Transfers under Article V, Section 6(b), 

guidelines for selection of currencies 

Use in donations . . . . . . . . . . . . . . .  . 
Use in financial operations under ESAF 

Trust or administered account . . . . . .  . 

Use in forward operations . . . . . . . . .  . 
Use in loans . . . . . . . . . . . . . . . . . .  . 
Use in operations under structural 

adjustment facility . . . . . . . . . . . . .  . 
Use in payment of charges . . . . . . . . .  . 

Use in payment of 25 percent of quota 
increases . . . . . . . . . . . . . . . . . . .  . 

Use in payment of subsidy . . . . . . . . .  . 

Use in payment of Trust Fund obligations . 

Use in pledges . . . . . . . . . . . . . . . .  . 
Use in repurchases . . . . . . . . . . . . .  . 

Use in settlement of financial obligations . 
Use in swap operations . . . . . . . . . . .  . 
Use in transfers as security for performance 

of financial obligations . . . . . . . . . .  . 
Valuation basket, guidelines for calculation 

of currency amount . . . . . . . . . . . . .  . 
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Decision Page 
No. 

6266-(79/156) 5 
6832-(81 /65) s 509 

6663-(80/160) s 268 
6772-(81 /35) GIS 258 
7626-(84/23) s 261 
7941-(85/50) s 261 
8265-(86170) s 262 
8574-(87 /64) s 262 
I 0278-(93/ 19) S 262 

5973-(78/189) TR 529 
6275-(79/158) GIS 256 

6274-(79/ 1 58) 254 
6774-(81 /35) 262 
6437 -(80/37) s 503 

8937 -(88/ 1 18) 
ESAF/S 491 

6337-(79/178) s 502 
6001-(79/1) s 495 

8239-(86/56) SAF 491 
5702-(78/39) * 

GIS 277 

B/G Res. 31-2 574 
BIG Res. 34-2 577,581 
B/G Res. 38-1 592 
B/G Res. 45-2 616 
8186-(86/9) 

SBS/S 490 
8642-(87 /I 0 I )  

S/TR 490 
6053-(79/34 > s* 497 
5703-(78/39) 274 
5809-(78/88) 275 
6000-(79/1) s* 494 
6336-(791178) s 501 

6054-(79/34) s 499 

8160-(851186) 
GIS 484 
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SELECTED DECISIONS OF THE EXECUTIVE BOARD 

Special drawing rights (continued): 
Valuation basket, see also, valuation method 
Valuation for use in borrowing arrangements 
Valuation, interim . . . . . . . . . . . . . .  . 
Valuation method . . . . . . . . . . . . . . .  . 

Valuation of U.S. dollar pursuant to 
Rule 0-2(a), method . . . . . . . . . . . .  . 

Special Drawing Rights Department, payment 
of net charges and assessment . . . . . . . .  . 

Stabilization of prices of primary products, 
Fund facility; see Buffer stock financing 
facility 

Standards for the dissemination of economic 
and financial statistics to the public by 
member countries and implemenlation of 
the SODS . . . . . . . . . . . . . . . . . . .  . 

Stand-by Arrangements: . . . . . . . . . . . . .  . 

Access limits, see Guidelines on access 
limits below 

Augmentation of rights to make purchases, 
elimination . . . . . . . . . . . . . . . . . .  . 

Charges . . . . . . . . . . . . . . . . . . • .  

Conditionality, guidelines . . . . . . . • . . .  

Review . . . . . . . . . . . . . . . . . . .  . 

Elimination of use under Enlarged Access 
Policy . . . . . . . . . . . . . . . . . . .  . 

Exclusion of purchases for purposes of defi-
nition of "reserve tranche purchase" . . .  

Foreign borrowing, performance criteria . 
Form, standard . . . . . . . . . . . . . . . . .  . 
Guidelines on access limits . . . . . . • . . .  

Guide! ines, operational; see Performance 
criteria and phasing, below 

Ineligibility . . . . . . . . . . . . . . . . . . .  . 
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Decision 
No. 

1289-(62!1)* 
BIG Res. 29-10 
6631·(80/145)G/S 
9549-(90/146)G/S 
1 1073-(95/92)G/S 

6709-(80/189) s 

7116-(82/68) s 

EBM/96/36 
270-(53/95) * 

5706-(78/39) 
I 0464-(93/130) * 
6056-(79/38) 
8192-(86/13) 
8583-(87/72) 
9790-(91/1 06) 
10723-(94/58) 

10181 -(921132) 

6830-(81/65) 
6230-(79/140>* 
10464-(93/130)* 
10181-(92/132) 
I 0819-(94/95) 
1 1098-(95/101) 
1 137 4-(96/1 02) 

270-(53/95)* 
I 0464-(93/ 130)* 

Page 

365 
567 
481 
483 
483 

485 

5 1 1  

448 
1 14  

129 
141 
1 16 
135 
135 
136 
137 

238 

515  
122 
137 
238 
239 
239 
240 

1 1 5  
141 
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Stand-by Arrangements (continued): 
Publicity upon declaration of 

Misreporting and noncomplying purchases, 
guidelines on corrective action . . . . . .  . 

Noncomplying purchases; see Misreporting 
and noncomplying purchases, above 

Operational guidelines; see Performance 
criteria and phasing, below 

Overdue obligations to the Fund, 
purchases from Fund . . . . . . . . . . . .  . 

Payments arrears, performance criteria . .  
Performance criteria and phasing, opera-

tional guidelines . . . . . . . . . . . . . .  . 
Period . . . . . . . . . . . . . . . . .  . 

Policies and procedures . . . . . . . . . . .  . 
Provision for enlarged access to Fund's 

resources 

Provision for supplementary financing 
Relationship between performance criteria 

and phasing of purchases, operational 
guidelines . . . . . . . . . . . . . . . . . . .  . 

Renewal . . . . . . . . . . . . . . . . . . .  . 
Repurchases; see Repurchases, Currency 

resulting from purchase under stand-by 
arrangement 

Review, Lapse of time procedure . . . . .  . 
Suspension of right to engage in purchase 

transactions 

Strengthened cooperation strategy on overdue 
obligations to Fund; see Overdue obligations 
to Fund, purchases from Fund 

Structural adjustment facility: 
Amounts of assistance . . . . . . . . . . . .  . 

Income from investment and loans, 
availability of use . . . . . . . . . . . . . .  . 

Interest . . . . . . . . . . . . . . . . . . .  . 
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Decision 
No. 

7999-(85/90) 
7931-(85/41) 

7842-(84/ 165) 

7908-(85/26) 
EBM/84/54 
3153-(70/95) 

7925-(85/38) 
270-(53/95) 
5508-(77/127) 
6783-(81/40) 
270-(53/95) 

6783-(81/40) 
10181-(92/132) 
5508-(77/127) 

7925-(85/38) 
270-(53/95) 

1 15 15-(97 /59) 

270-(53/95)
* 

10464-(93/130)* 

8240-\,86/56) 
SAF 

9809-(91/1 14) SAF 
I 0090-(92/2 4) 

SAF/ESAF 

8760-(87 I 176) 
8238-(86/56) SAF* 

Page 

478 
478 

126 

89 
89 
86 

1 19  
1 15 
248 
235 
114 

234 
238 
247 

1 19 
1 15 

148 

1 15 
141 

333 
349 

350 

351 
330 
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Structural adjustment facility (continued): 

List of eligible members and amounts of 
assistance . . . . . . . . . . . . . . . . . . .  . 

Loans under ESAF . . . . . . . . . . . . . .  . 

Regulations for administration . . . . . . .  . 

Review of experience. conditionality, 
benchmarks, and prior actions . . . . . .  . 

Review of operation . . . . . . . . . . . . . .  . 

Lapse of time procedure, see. 

Stand-by Arrangements 

Use of SDRs in Operations 

Subscriptions: 
Gold and currency, ownership by Fund . . .  
Payment of quota increases . .  

Reserve Assets: 
Guidelines for determining amounts to 

be paid . . . . . . . . . . . . . . . . . .  . 
Payment: 

Under Eighth General Review of Quotas 
Under Ninth General Review of Quotas 

730 

Decision 
No. 

8240-(86/56)
* 

8238-(86/56>
* 

SAF 
8238-(86/56)

* 

SAF 
Chairman's 
Summing up 

Page 

333 

331  

326 

EBMI86/56 336 

Chairman's 
Summing Up 
EBMI87/93 

8241-(86/56) 
SAF 

8757-(87/176) 
SAFIESAF 

9 1 14-(89/40) 
SAFIESAF 

9487 -(90/1 06)* 
SAFIESAF 

9808-(91 /  1 14) 
SAFIESAF 

I 0089-(92194) 

SAFIESAF 

8239-(86/56) 
SAF 

170-3 
BIG Res. 31-2 
8/G Res. 34-2 
BIG Res. 38-l 

341 

336 

347 

348 

348 

349 

349 

491 

3 
574,575 
581,582 

592 

BIG Res. 45-2 615,616 

6266-(79/156) 

BIG Res. 38-1 
81G Res. 45-2 

4 

592 
616 
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Subsidy Account; see Accounts, Subsidy Accounts 
Sugar Agreement, International; .ree Buffer 

stock financing facility 
Supplementary financing facility: 

Authorization to make calls under bor-
rowing arrangements . . . . . . . . . . . .  . 

Charges; see Charges 
Establishment . . . . . . . . . . . . . . . . .  . 

No augmentation of rights to purchase . .  
Replenishment of Fund's holdings of 

currencies . . . . . . . . . . . . . . .  . 

Interest payments under borrowing 
agreements . . . . . . . . . . . . . . . .  . 

Meaning of "Net creditor position in 
the Fund" . . . . . . . . . . . . . . . .  . 

Repurchases; see Repurchases 
Subsidy Account 

Disbursement of additional subsidy amount 
for period ending June 30, 1986 . . . .  

Disbursement of additional subsidy 
amount for July 1 ,  1985 through 
June 30, 1987 . . . . . . . . . . . . . .  . 

Additional subsidy payments for May I ,  
1987 through June 30, 1987 and for 
July I ,  1987 through June 30. 1988 . 

Instrument . . . . . . . . . . . • . . . . • .  

Investment of currencies . . . . . . .  . 

Means of payments . . . . . . . . . . .  . 

Subsidy payments, July I ,  1984-June 30, 
1985 . . . . . . . . . . . . . . . . . . .  . 

Subsidy payments, July 1 ,  1985-June 30, 
1986 . . . . . . . . . . . . . . . . . . .  . 

Subsidy payments, July I ,  1986-June 30, 
1987 . . . . . . . . . . . . . . . . . . .  . 

Subsidy payments, July I .  1987-June 30, 
1988 . . . . . . . . . . . . . . . . . 

Subsidy payments. July I ,  1988-June 30, 
1989 . . . . . . . . . . . . . . . . . . .  . 

Subsidy payments, May !-June 30, 1989 
and July I ,  1989-June 30, 1990 . . . .  

Subsidy payments. May !-June 30, 1990 
and July 1 ,  1990-June 30, 1991 . . . .  

73 1 

Decision Page 
No. 

6006-(79/3) 413 

5508-(771127) 247 
5706-(78/39) 129 

5509-(77/127) 406 

6163-(79/96) 414 

6008-(79/3) 414 

8523-(87/25) SBS 545 

8674-(87/117) 
SBS 546 

8941-(88/122) 
SBS 546 

6683-(80/185/' TR 536 
6854-(81178) 
SBS 542 

8185-(86/9) 
SBS/S 543 

8037-(851110) SBS 544 

8492-(871!) SBS 544 

8674-(871117) SBS 546 

8941-(88/122) SBS 546 

9222-(89/97) SBS 547 

9510-(90/122) SBS 548 

9788-(911105) SBS 548 
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Supplementary financing facility (continued): 
Subsidy Account (continued): 

Suspension of transfers and retransfer 
of surplus to Special Disbursement 
Account . . . . . . . . . . . . . . . . . .  . 

Transferability of claims; see Transferability 
of claims 

Surveillance over exchange rate policies 

Enhanced surveillance; see Enhanced 
surveillance 

Operational guidance; see Procedures, 
implementation of three-month period 

Procedures, implementation of three-month 
period . . . . . . . . . . . . . . .  . 

Review of procedures . . . . . . . . . . . . .  . 

Supplemental surveillance procedures . . .  
Suspension of voting rights, publicity, 

see Voting rights, suspension, publicity 
Systemic transformation facility . . . . .  . 

Expiration of Period . . . . . . . . . . . . .  . 

T Technical assistance activities, Framework 
administered account . . . . . . . . . . . .  . 

Technical assistance, Fund ready to meet re
quests in preparation of economic programs 
and measures for exchange simplification 

Tin Agreements, International; see Buffer 
stock financing facility 

Trade, Voluntary Declaration . . . . . . .  . 

Tranche policies: 
Application in connection with decision on 

enlarged access . . . . . . . . . . . . . . .  . 
Application in connection with supplemen-

tary financing facility . . . . . . . . .  . 
Application in connection with buffer 

stock financing facility . . . . . . . . .  . 

732 

Decision 
No. 

7989-(85/81) SBS 

5392-(77/63)* 

9499-(90/1 1 1  >* 

7427-(83/83) 
Chairman's 
Remarks 

EBM/91115 
9499-(90/1 1 1 )* 

1 0273-(93/15) 
10949-(95137) 
1 1 477-(97/38) 
6026-(79/13) 

10348-(93/61)* STF 
10961-(95/41) 

10942-(95/33)* 

649-(57/33) 

4254-(74175) 
BIG Res. 29-10 

6783-(81/40) 

5508-(77/127) 

10  186-(92/132) 

Page 

543 

8 
15  

18  

19  
15  
15  
16  
16  
14  

230 
234 

78 

440 

443 
567 

234 

247 

220 



©International Monetary Fund. Not for Redistribution 

INDEX 

Tranche policies (continued): 

Application in connection with compensa-
tory and contingency financing facility 0 0 

Application in connection with systemic 
transformation facility 0 0 0 0 0 0 0 0 • 

Exclusion of credit tranche purchases for 
purpose of definition of "reserve tranche 
purchase" 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

Floating, elimination for purpose of deter
mining level of conditionality applied 
to purchase 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

Fund attitude to request for transactions 
within "first credit tranche" and beyond 0 

Transferability of claims: 
General Arrangements to Borrow . . . . • .  

Saudi Arabia's borrowing agreement 
Transitional provisions of Article XIV 

Trust for special ESAF operations for the HIPC 
and interim ESAF subsidy operations 

Administration of the Trust 
Contributions to the Trust 
Instrument to establish 0 0 0 0 0 0 0 0 0 0 0 0 0 

Period of operation and liquidation 0 0 • 0 0 

Trust grants and loans . 0 • 0 0 • 0 0 • 0 0 0 0 

Trust Fund: 
Deposits denominated in SDRs 0 • 

Distribution of profits from sale of gold 
for benefit of developing countries 0 0 0 • 0 

Diversification of investments 0 • • •  0 0 • •  

Eligible members, review of list 0 • 0 0 0 • 0 

Final payments of profits and loans for 
period July I ,  1976-June 30, 1978 . . .  

Instrument 0 0 • •  0 • 0 • 0 0 • 0 0 0 • 0 • 

Amendment . 0 0 • 0 • 0 0 • 0 0 • 0 .  0 0 
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Decision 
No. 

8955-(881126>* 

1 0348-(93/61) 
STF 

6830-(81 /65) 

10 186-(92/ 132) 

1289-(62/ 1 >* 
7628-(84/25) 
7629-(84/25) 
117-1 
I 034-(60/27) 

1 1 436-(97/10)
* 

Chairman's 
Summing up 

EBM/97/10 
1 1436-(9711 o>* 
1 1 436-(97110)

* 

11436-(97/10)
* 

1 1436-(97/10)* 
11436-(97/10)

* 

5973-(78/189) TR 

5069-(76/72) 
5709-(78/41) TR 
5832-(78/95) TR 
6540-(80/98) TR 
5972-(78/ 189) 
5973-(78/ 189) TR 
5563-(771150) TR 

5832-(78/95) TR 
5069-(76172) 
5563-(77 I 150)TR 
5972-(78/ 189) 
6793-(81 /45) 

Page 

181 

230 

128 

220 

1 16  

365 
373 
374 
480 
428 

53 

65 
62 
57 
53 
64 
57 

529 

520 
530 
530 
533 
528 
529 
528 

530 
520 
528 
528 
535 
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Trust Fund (continued): 
Means of payment of interest . .  
Means of repayment by members on their 

indebtedness under loan agreements . . .  

Overdue interest and special charges . . . .  

Elimination after six months or more . .  

Repayment terms: 
Final loan disbursement . . . . . . . .  . 

Second period: 
Extension . . . . . . . . . . . . . . . . . .  . 

Extension of period for qualification . .  

Timing of loan disbursements . . . . .  . 

Special charges on overdue interest . . . . .  

Termination and transfer of resources to 
Special Disbursement Account 

U Unenforceability; see Exchange contracts 
United Nations: 

Agreement with International Monetary 
Fund . . . . . . . . . . . . . . . . . . .  . 

Convention on the Privileges and Immu-
nities of the Specialized Agencies . . . .  . 

Application to Fund, Annex V . .  . 
List of members which have accepted 

with respect to Fund . . . . . . . . .  . 
General Assembly Resolution entitled 

"Uniting for Peace," due regard by 
Fund in conduct of its activities 

United States dollars: 
Determination of value in terms of special 

drawing right pursuant to Rule 0-2(b) . .  
Inclusion in operational budgets . . . . . .  . 

734 

Decision 
No. 

6358-(79/188) TR* 

7142-(82/85) 
TR* 

8 1 65-(85/189)* 
G/TR 

I 0352-�3/49) 
G/TR 

6793-(8 1/45) 

6466-(80/68) 
TR 

6676-(80/168) TR 
6202-(79/121) 

TR 
6201-(79/121 )  

TR 
8165-(85/189) 

G/TR* 

6683-(80/ 185) 
G/TR

* 

6704-(80/185) TR 

BIG Res. 6-8 

6709-(80/189) s 
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United States dollars (continued): 
Use for payment of interest and other 

Fund liabilities . . . . . . . . . . . . . . . .  . 

Use for repayments by members on their 
indebtedness under Trust Fund loan 
agreements . . . . . . . . . . . . . . . . . . .  

Use in payments under supplementary 
financing facility Subsidy Account . . . .  

Use of Fund's resources (see also, Borrowing by 
the Fund; Charges; Extended arrangements; 

Purchase transactions; Stand-by 
arrangements): 

Access limits, see, Guidelines on access 
limits below 

Access policy, see, Guidelines on access 
limits below 

Application of same policy for stand-by 
arrangements as for requests for imme-
diate drawings . . . . . . . . . . . . . . . .  . 

Authority to use resources of Fund, inter-
pretation of Articles of Agreement . . .  . 

Buffer stock financing . . . . . . . . . . . .  . 
Buffer stock financing facility as applied 

to 1977 International Sugar Agreement 
Buffer stock financing facility as applied to 

International Tin Agreements: 
Fourth . . . . . . . . . . . . . . . . . . .  . 

Fifth 
Sixth 

Capital transfers . . . . . . . . . . . . . . .  . 
Compensatory and contingency financing 

facility . . . . . . . . . . . . . . . . . . .  . 
Conditionality, guidelines . . . . . . . . . .  . 

Review . . . . . . . . . . . . . . . . . . .  . 

"Consistent with the provisions of this 
Agreement" in Article V, Section 3, 
meaning . . . . . . . . . . . . . . . . . . .  . 

Credit tranche policies: see Tranche policies 
Enlarged access, policy on . . . . . . . . .  . 
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5597-(771171)  224 

3179-(70/102) 221 
3351-(71151) 221 
5127 -(76/91) 222 
7247-(82/147) 223 
1238-(61/43) 83 

8955-(881126)* 180 
6056-(79/38) 1 16  
8192-(86/13) 135 
8583-(87172) 135 
9189-(89177) 136 
9790-(91 II 06) 136 
10723-(94/58) 137 

287-3 83 

6783-(81/40)
* 

234 
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SELECTED DECISIONS OF THE EXECUTIVE BOARD 

Use of Fund's resources (continued): 
Extended Fund facility . . . . . . . . . . .  . 
"First credit tranche" . . . . . . . . . . . . .  . 
Floating of facilities, Elimination 

with respect to first credit tranche 
conditionality . . . . . . . . . . . . . . . . .  . 

Guidelines on access limits . . . . . . . . .  . 
Reviews . . . . . . . . . . . . . . . . . .  . 

In accordance with purposes of Fund . . . .  
Ineligibility: 

Effect on purchases under extended 
arrangement . . . . . . . . . . . . . . .  . 

Effect on purchases under stand-by 
arrangement . . . . . . . . . . . . . . .  . 

Publicity upon declaration 

Under Article V, Section 5 . . . . . . .  . 
Under Article XXVI, Section 2(a) 

(Article XV, Section 2(a) before 
Second Amendment) . . . . . . . . .  . 

Interpretation of Articles of Agreement . .  
Limit on access to Fund resources, guidelines 

Limitation under Article V, Section 5 . . . .  

Monetary stabilization operations . . . . .  . 
Postponement, limitation under Article V, 

Section 5 . . . . . . . . . . . . . . . . . . .  . 
"Represents" in Article V, Section 3(b)(ii), 

meaning of the word . . . . . . . . . . . .  . 
Reserve tranche purchases; see Reserve 

tranche purchases 
Resumption of purchases under extended 

arrangement after decision of formal ine
ligibility or to consider such a request . .  

Resumption of purchases under stand-by 
arrangement after decision of formal ine
ligibility or to consider such a proposal . 

Stand-by and extended arrangements, forms, 
standard 

Suspension of exchange transactions, effect 
on General Arrangements to Borrow . . .  
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10181-(92/132) 
10819-(94/95) 
1 1098-(95/IOI) 
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" 
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I 0464-(93/130)* 
7999-(85/90) 
7931-(85/41) 
284-3 

343-(54/47) 
71-2 
I 0 181-(92/1 32) 
I 0819-(94/95) 
1 1098-(95/101) 
284-3 
286-1 
71-2 

286-1 

284-4 

I 0464-(93/130) * 

270-(53/95)* 

10464-(93/130)
* 

1289-(62!1)" 

Page 

I29 
I 1 6  

220 
238 
239 
239 
240 

84 

145 

1 15  
141 
478 
478 
266 

513 
83 

238 
239 
240 
266 
266 

83 

266 

84 

146 

1 1 5  

137 

366 



©International Monetary Fund. Not for Redistribution 

INDEX 

Use of Fund's resources (continued): 
Suspension of transactions under extended 

arrangements . . . . . . . . . . . . . . . . .  . 
Suspension of transactions under stand-by 

arrangements 

Temporary assistance in financing balance 
of payments deficits . . . . . . . . . . . .  . 

Tranche policies; see Tranche policies 
Waiver of condition of Article V, Sec

tion 3(b)(iii); see Waiver of condition 
Waiver of 200 percent of quota limit 

see also Article V, Section 3(b)(iii) 

V Vienna Institute: 
Agreement for the establishment . . . . . .  . 

Voluntary Declaration on Trade and Other 
Current Account Measures . . . . . . . . . .  . 

Voting power, elected Executive Directors, 
effect of change in quota . . . . . . . . . . .  . 

Voting rights. suspension, publicity . . . . . .  . 

W Waiver of condition of Article V, 
Section 3(b)(iii) . . . . . . . . . . . . . . . . .  . 

World Bank. see, Bank 
World Economic Outlook, framework for dis

cussions of international adjustment process 
World Trade Organization (WTO): 

Agreement between WTO and the IMF 
Fund-WTO Cooperation Agreement 
Guidelines/Framework for Fund staff 

collaboration 
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