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AGREEMENT ESTABLISHING THE CCMMON FUND FOR COMMODITIES

The Parties,

Determined to promote economic co-operation and understanding among all States,
particularly between developed and developing countries, based on the principles
of equity and sovereign equality and thereby to contribute to the establishment of
a New International Economic Order,

Recognizing the need for improved forms of invernational co-operation in the
field of commodities as an essential condition for the establishment of a
New International Economic Order, aimed at promoting economic and social
development, particularly of developing countries,

Desirous of promoting global action to improve market structures in
international trade in commodities of interest to developing countries,

Recalling resolution 93 (IV) on the Integrated Programme for Commodities
adopted at the fourth session of the United Nations Conference on Trade and
Development (hereinafter referred to as UNCTAD),

Have agreed to establish hereby the Common Fund for Commodities, which shall
operate in accordance with the following provisions:

CHAPTER I

DEFINITIONS

Article 1

Definitions

For the purposes of this Agreement:

1. "Fund" means the Common Fund for Commodities established by this Agreement.

I
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2. "International Commodity Agreement or Arrangement” (hereinafter referred to
as ICA) means any intergovernmental agreement or arrangement to promote
interrational co-operation in a commodity, the parties to which include producers
and consumers covering the bulk of world trade in the commodity concerned.

3. "Invernational Commodity Organization" (hereinafter referred to as ICO) means
the organization established by an ICA to implement the provisions of the ICA.

4, M"Associated ICO" means an ICO which is associated with the Fund pursuant to
article 7.

S "Association Agreement” means the agreement entered into between an ICO and
the Pund pursuant to article 7.

6.  "™Maximum Financial Requirements" (hereinafter referred to as MFR) means the
maximum amount of funds that may be drawn and borrowed by an Associated ICO from
the Pund, to be determined in accordance with article 17, paragraph 8.

7. "International Commodity Body" (hereinafter referred to as ICB) means a bedy
designated in accordance with article 7, paragraph 9.

8.  "Unit of Account" means the unit of account of the Fund as defined in
accordance with article 8, paragraph 1.

9+  "Usable Currencies" means (a) the deutsche mark, the French franc, the
Japanese yen, the pound sterling, the United States dollar and any other currency
which has been designated from time to time by a competent international monetary
organization as being in fact widely used to make payments for international
transactions and widely traded in the principal exchange markets, and (b) any
other freely available and effectively usable currency which the Executive Board
may designate by a Qualified Majority after the approval of the country whose
currency the Fund proposes to designate as such. The Governing Council shall
designate a competent international monetary organization under (a) above and
shall adopt by a Qualified Majority rules and regulations regarding the
designation of currencies under (b) above, in accordance with prevailing
international monetary practice. Currencies may be removed from the list of
Usable Currencies by the Executive Board by a Qualified Majoriiy.
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19, "Highly Qualified Majority" means at least three fourths of all votes cast.
20. '"Votes cast" means affirmative and negative votes.

CHAPTER IX

OBJECTIVES AND FUNCTIONS

Article 2

Objectives

The objectives of the Fund shall be:

(a) To serve as a key instrument in attaining the agreed objectives of the
Integrated Programme for Commodities as embodied in resolution 93 (IV) of UNCTAD;

(v) To facilitate the conclusion and functioning of ICAs, particularly
concerning commodities of special interest to developing countries.

Arvicle 3
Functions

In fulfilment of itg objectives, the Fund shall exercise the following
functions:

(2) To contribtute, through its First Account as hereinafter provided, to the
financing of internatvional buffer stocks and internationally co-ordinated national
stocks, all within the framework of ICAs;

(b) o finance, through its Second Account, measures in the field of
commodities other than stocking, as hereinafter provided;
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(e) To promote co-ordination and consultation through its Second Account
with regard to measures in the field of commodities other than stocking, and
their financing, with a view to providing a commodity focus.

CHAPTER III

MEMBERSHIP

Article 4
BEligibility
Membership in the Fund shall be open to:

(a) All States Members of the United Nations or of any of its specialized
agencies or of the International Atomic Energy Agency; and

(b) Any intergovernmentval organization of regional economic integration
which exercises competence in fields of activity of the Fund. Such
intergovernmental organizations shall not be required to undertake any financial
obligations to the Fund; nor shall they hold any votes.

Article 5

Members

The Members of the Fund (hereinafter referred to as Members) shall be:

(a) Those States which have ratified, accepted or approved this Agreement
in accordance with article 54;

(b) Those States which have acceded to this Agreement in accordance with
article 56;

(¢) Those intergovernmental organizations referred to in article 4 (b) which
have ratified, accepted or approved this Agreement in accordance with article 54;

IR
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(d) Those intergovernmental organizations referred to in article 4 (b) which
have acceded to this Agreement in accordance with article 56.

Article 6

Limitation of liabili

No Member shall be liable, by reason only of its membership, for acts or
obligations of the Fund.

CHAPTER IV

RELATIONSHIP OF ICOs AND ICBs WITH THE FUND

Article 7
Relationship of ICOs and ICBs with the Fund

1. The facilities of the Fund's First Account shall be used only by ICOs
established to implement the provisions of ICAs providing for either international
buffer stocks or internationally co-ordinated national stocks, and which have
concluded an Association Agreement., The Association Agreement shall comply with
the terms of this Agreement and of any rules and regulations consistent therewith
to be adopted by the Governing Council.

An ICO established to implement the provisions of an ICA which provides for
international buffer stocks may become associated with the Fund for the purposes of
the First Account, provided that the ICA is negotiated or renegotiated on, and
conforms to, the principle of joint burffer stock financing by producers and
consumers participating therein. For the purposes of this Agreement, levy-financed
ICAs shall be eligible for association with the Fund.
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3. A proposed Association Agreement shall be presented by the Managing Director
to the Executive Board and, with the recommendation of the Board, to the Governing
Council for approval by a Qualified Majority.

4. In carrying out the provisions of the Association Agreement between the Fund
and an Associated ICO each institution shall respect the autonomy of the other.
The Association Agreement shall specify the mitual rights and obligations of the
Fund and the Associated ICO, in terms consistent with the relevant provisions of
this Agreement.

5. 4An Associated ICO shall be entitled to borrow from the Fund through its
First Account without prejudice to its eligibility to obtain financing from the
Second Account, provided that the Associated ICO and its participants have
performed and are duly performing their obligations to the Fund.

6. An Association Agreement shall provide for a settlement of accounts between
the Associated ICO and the Fund before any renewal of the Association Agreement.

7. An Associated ICO may, if the Association Agreement so provides and with the
consent of the preceding Associated ICO covering the same commodity, succeed to the
rights and obligations of the preceding Associated ICO,

8., The Fund shall not intervene directly in commodity markets. However, the
Fund may dispose of commodity stocks only pursuant to article 17,

S
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paragraphs 15 to 17,

9.  For the purpose of the Second Account, the Executive Board shall from time
to time designate appropriate commodity bodies, including ICOs, whether or not
they are Associated ICOs, as ICBs, provided that they meet the criteria set out
in schedule C.

CHAPTER V
CAPITAL AND OTHER RESOURCES

Article 8

Unit of Account and currencies

1. The Unit of Account of the Fund shall be as defined in schedule F.

2. The Fund shall hold, and conduct its financial transactions in,Usable
Currencies. Except as provided in article 16, paragraph 5 (b), no Member shall
maintain or impose restrictions on the holding, use or exchange by the Fund of
Usable Currencies deriving from:

(a) Payment of swbscriptions of Shares of Directly Contributed Capitalj;

(v) Payment of Guarantee Capital, cash in lieu of Guarantee Capital, Guarantees
or cash deposits resulting from the association of ICOs with the Fund;

(c) Payment of voluntary contributions;
(d) Borrowing;

(e) Disposal of forfeited stocks, pursuant to article 17, paragraphs 15 to 17;
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(f) Payment on account of principal, income, interest or other charges in
respect of loans or investments made out of any of the funds referred to in this
paragraph.

3. The Executive Board shall determine the method of valuation of Usable
Currencies, in terms of the Unit of Account, in accordance with prevailing
international monetary practice.

Article 9

Capital resources

1, The capital of the Fund shall consist of:

(a) Directly Contributed Capital to be divided into 47,000 Shares to be
issued by the Fund, having a par value of 7,566.47145 Units of Account each and a
total value of 355,624,158 Units of Account; and

(b) Guarantee Capital provided directly to the Fund in accordance with
article 14, paragraph 4.

2. The Shares to be issued by the Fund shall be divided into:
(a) 37,000 Paid-in Shares; and
{b) 10,000 Payable Shares.
3., Shares of Directly Contzibuted Capital shall be available for subscription
only by Members in accordance with the provisions of article 10.
4. The Shares of Directly Contributed Capital:
(a) Shall, if necessary, be increased by the Governing Council upen the

accession of any State under article 56;

{b) May be increased by the Governing Council in accordance with article 12;

Bn|
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(c) Shall be increased by the amount needed pursuant to article 17,
paragraph 14.

Se If the Governing Council makes available for subscription the unsubscribed
Shares of Directly Contributed Capital pursuant to article 1%, paragraph 3, or
increases the Shares of Directly Contributed Capital pursuant o paragraph 4 (b)
or 4 (c) of this article, each Member shall have the right, but shall not be
required, to subscribe such Shares.

Article 10

Subscription of Shares

1. Bach Member referred to in article 5 (a) shall subscribe, as set forth in
schedule A:

(a) 100 Paid-in Shares; and

(b) Any additional Paid-in and Payable Shares.
2. Bach Member referred to in article 5 (b) shall subscribe:

(a) 100 Paid-in Sharves; and

(b) Any additional Paid-in and Payable Shares to be determined by the

Governing Council by a Qualified Majority in a manner consistent with the allocation

of Shares in schedule A and in accordance with the terms and conditions agreed
pursuant to article 56.

3. Bach Member may allocate to the Second Account a part of its subscription

under paragraph 1 (a) of this article with a view %o an aggregate allocation to the
Second Account, on a voluntary basis, of not less than 52,965,300 Units of Account.

4.  shares of Directly Contributed Capital shall not be pledged or encumbered by

Memvers in any manner whatsoever and shall ®e ‘ransferable only to the Fund.
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Article 11

nt of Shares

1. Payments of Shares of Directly Contributed Capital subscribed by each Member
shall be made:

(a) In any Usable Currency at the rate of conversion between that Usable
Currency and the Unit of Account as at the date of payment; or

(b) In a Usable Currency selected by that Member at the time of deposit of
its instrument of ratification, acceptance or approval, and at the rate of
conversion between that Usable Currency and the Unit of Account as at the date of
this Agreement. The Governing Council shall adopt rules and regulations covering
the payment of subscriptions in Usable Currencies in the case of designation of
additional Usable Currencies or removal of Usable Currencies from the list of
Usable Currencies in accordance with article 1, definition 9.

At the time of deposit of its instrument of ratification, acceptance or approval,
each Member shall select one of the procedures above, which shall apply to all
such payments.

2. When undertaking any review in accordance with article 12, paragraph 2, the
Coverning Council shall review the operation of the method of payment referred to
in paragraph 1 of this article, in the light of exchange-rate flucwuations, and,
taking into account developments in the practice of international lending
institutions, shall decide by a Highly Qualified Majority on changes, if any, in
the method of payment of subscriptions of any additional Shares of Directly
Contributed Capital subsequently issued in accordance with article 12, paragraph 3.

3. Each Member referred to in article 5 (a) shall:

(a) Pay 30 per cent of its total subscription of Paid-in Shaves within
60 days after the entry into force of this Agreement, or within 30 days after the
date of deposit of its instrument of ratification, acceptance or approval,
whichever is later;

BIH
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(v) One year after the payment provided for in subparagraph (a) above, pay
20 per cent of its total subscription of Paid-in Shares and deposit with the Fund
irrevocable, non-negotiable, non-interest-bearing promissory notes in an amount of
10 per cent of its total subscription of Paid-in Shares. Such notes shall be
encashed as and when decided by the Executive Board;

(¢) Two years after the payment provided for in subparagraph (a) above,
deposit with the Fund irrevocable, non-negotiable, non-interest-bearing promissory
notes in an amount of 40 per cent of its total subscription of Paid-in Shares.
Such notes shall be encashed as and when decided Uy the Executive Board by a
Qualified Majority, having due regard to the operational needs of the Fund, except
that the promissory notes in respect of Shares allocated to the Second Account
shall be encashed as and when decided by the Executive Board.

4, The amount subscribed by each Member for Payable Shares shall be subject to
call by the Fund only as provided in article 17, paragraph 12.

5. Calls on Shares of Directly Contributed Capital shall be made pro rata from all
Members with respect to whichever class or classes of Shares are being called,
except as provided for in paragraph 3 (c) of this article.

6. Special arrangements for payment of subscriptions of Shares of Directly
Contributed Capital by the least developed countries shall be as set forth in
schedule B,

T. Subscriptions of Shares of Directly Contributed Capital may, when relevant,
be paid by the appropriate agencies of Members concerned.
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Article 12

Adequacy of subscriptions of Shares of Directly Contributed Capital

1. In the event that 18 months after the entry intc force of this Agreement
subscriptions of Shares of Directly Contributed Capital fall short of the amount
specified in article 9, paragraph 1 {a}, the adequacy of the subscriptions shall
be reviewed by the Governing Council as soon as possible shereafter.

2. The Governing Council shall further review, at such intervals as it may deem
appropriate, the adequacy of the Directly Contributed Capital available to the
PFirst Account. The first such review shall take place not later than the end of
the third year after the entry into force of this Agreement.

2. As a result of any review under paragraph 1 or 2 of this article, the
Governing Council may decide to make available for subscription unsubscribed
Shares or to issue additional Shares of Directly Contributed Capital on a basis
of assessment to be decided by the Governing Council.

4. Decisions by the Governing Council under this article shall be taken by a
Highly Qualified Majority.

Article 13

Volunt contributions

1. The Fund may accept voluntary contributions from Members and other sources.
Such contributions shall be paid in Usable Currencies.

2. The target for the initial voluntary contributions for use in the
Second Account shall be 211,861,200 Units of Account, in addition to the
allocation made in accordance with article 10, paragraph 3.

3. {a) The Governing Council shall review the adequacy of the resources of the
Second Account not later than the end of the third year after the entry into force
of this Agreement., In the light of the activities of the Second Account, the
Governing Council may also undertake such a review at such other times as it

B
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decides.

(b) In the light of any such reviews, the Governing Council may decide to
replenish the resources of the Second Account and make the necessary arrangements.
Any such replenishments shall be voluntary for Members and in accordance with this
Agreement.

4, Voluntary contritutions shall be made without restrictions as to their use
by the Fund, except as to their designation by the contributor for use in the
First or Second Account,

Article 14

from the association of ICOs with the Fund

A. Cash deposits

Upon the association of an ICO with the Fund, the Associated ICO shall, except
as specified in paragraph 2 of this article, deposit with the Fund in cash in Usable
Currencies, and for the account of that Associated ICO, one third of its MFR. Such
deposit shall be made in full or in instalments as the Associated ICO and the Fund
s taking into account all relevant factors, including the Pund's liquidity
n, the need for maximizing the financial benefit to be derived from the
availability of cash deposits of Associated ICOs and the capacity of the
Associated ICO concerned to raise the cash required for meeting its deposit
obligation.
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2. An Associated ICO which is holding stocks at the time of its association with
the Fund may meet a part or all of its deposit obligation under paragraph 1 of this
article by pledging to, or assigning in trust for, the Fund Stock Warrants of
equivalent value.

3.  An Associated ICO may deposit with the Fund, on mutually acceptable terms and
conditions, any cash surplus, in addition to deposits made under paragraph 1 of
this article.

B, Guarantee Capital and Guarantees

4. Upon the association of an ICO with the Fund, Members participating in that
Associated ICO shall provide directly to the Fund Guarantee Capital on a basis
determined by the Associated ICO and satisfactory to the Fund. The aggregate

value of the Guarantee Capital, and any Guarantees or cash provided under
paragraph 5 of this article shdll equal two thirds of the MFR of that Associated
ICO, except as provided for in paragraph 7 of this article. Guarantee Capital may,
when relevant, be provided by the appropriate agencies of the Members concerned, on
a basis satisfactory to the Fund.

5. 1f participants in an Associated ICO are not Members, that Associated ICO
shall deposit cash with the Fund, in addition to the cash referred to in
paragraph 1 of this article, in the amount of the Guarantee Capital which such
participants would have provided had they been Members; except that the Governing
Council may by a Highly Qualified Majority permit that Associated ICO to arrange
either for the provision of additional Guarantee Capital of the same amount by
Members participating in that Associated ICO, or for the provision of Guarantees
of the same amount by participants in that Associated ICO which are not Members.
Such Guarantees shall carry financial obligations comparable to those of
Guarantee Capital and shall be in a form satisfactory to the Fund.
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6. Guarantee Capital and Guarantees shall be subject to call by the Fund only :in
accordance with article 17, paragraphs 11 to 13. Payment of such Cuarantee Capital
and Guarantees shall be made in Tsable Currencies.

Te If an Associated ICO is meeting its deposit obligation in instalments pursuant
to paragraph 1 of this article, such Associated ICO and its participants shall, upon
the payment of each instalment, provide, as appropriate, Guarantee Capital, cash or
Guarantees, in accordance with paragraph 5 of this article, which in the aggregate
shall equal twice the amount of that instalment.

C. Stock Warrants

8.  An Associated ICO shall pledge to, or assign in trust for, the Fund all Stock
Warrants of commodities purchased with the proceeds of withdrawals of cash deposits
made under paragraph 1 of this article, or with the proceeds of loans obtained from
the Fund, as security for the payment by the Associated ICO of its obligations to
the Fund. The Fund shall dispose of stocks only in accordance with article 17,
paragraphs 15 to 17. Upon the sale of the commodities evidenced by such Stock
Warrants, the Associated ICO shall apply the proceeds of such sales first to repay
the balance due on any loan to the Associated ICO from the Pund and then to meet
its cash deposit obligation in accordance with paragraph 1 of this article.

9.  All Stock Warrants pledged to, or assigned in trust for, the Fund shall be
valued, for the purposes of paragraph 2 of this article, on a basis specified in
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rules and regulations adopted by the Governing Council.

Article 15
Borrowings

The Pund may borrow in accordance with article 16, paragraph 5 (a), provided
that the total outstanding amount of borrowings by the Fund for its First Account
operations shall not at any time exceed an amount representing the aggregate of:

(a) The uncalled portion of Payable Shares;

(b) The uncalled Guarantee Capital and Guarantees of participants in
Associated ICOs under article 14, paragraphs 4 to 7; and

(c) The Special Reserve established pursuant to article 16, paragraph 4.

CHAPTER VI

OPERATIONS

Article 15

General provisions

A.  Use of resources

1. The resources and facilities of the Fund shall be used exclusively to achieve
its objectives and fulfil its fumctioms.

B. Two accounts

M
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2. The Fund shall establish, and maintain its resources in, two separate Accounts:
a First Account, with resources as provided for in article 17, paragraph 1, to
contribute to the financing of commodity stocking; and a Second Account, with
resources as provided for in article 18, paragraph 1, to finance measures in the
field of commodities other than stocking, without Jjeopardizing the integral unity
of the Pund. Such separation of Accounts shall be reflected in the financial
statements of the Fund.

3. The resources of each Account shall be held, uged, committed, invested or
otherwise disposed of entirely separately from the resources of the other Account.
The rescurces of one Account shall not be charged with losses, or used to discharge
liabilities, arising out of the operations or other activities of the other Account.

€. The Special Reserve

4. The Governing Council shall establish, out of the earnings of the First Account,
net of administrative expenses, a Special Reserve, not exceeding 10 per cent of
Directly Contributed Capital allocated to the First Account, for meeting liabilities
arising from First Account borrowings, as provided for in article 17, paragraph 12,
Notwithstanding the provisions of paragraphs 2 and 3 of this article, the

Governing Council shall decide by a Highly Qualified Majority how to dispose of

any net earnings not allocated to the Special Reserve.
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D. Genersl powers

5. In addition to any powers set forth elsewhere in this Agreement, the Fund may
exercise the following powers in connexion with its operations, subject to and
consistent with general operating principles and the terms of this Agreement:

(a) To borrow from Members, international financial institutions and, for
First Account operations, in capital markets, in accordance with the law of the
country in which the borrowing is made, provided that the Fund shall have obtained
the approval of such country and of any country in the currency of which the
borrowing is denominated;

(b) To invest funds at any time not needed for its operations in such
financial instruments as the Fund may determine, in accordance with the law of
the country in whose territory the investment is made;

(¢) To exercise such other powers necessary to further its objectives and
functions and to implement the provisions of this Agreement,

6. The Fund shall operate according to the provisions of this Agreement and any
rules and regulations which the Governing Council may adopt pursuant to article 20,
paragraph 6.

Te The Fund shall make arrangements to ensure that the proceeds of any loan or
grant made or participated in by the Fund is used only for the purposes for which
the loan or grant was made.

8. Every security issued by the Fund shall bear on its face a conspicuous
statement to the effect that it is not the obligation of any Member unless

]
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expressly stated otherwise on the security.

9. The Fund shall seek to maintain reasonable diversification in its investments.

10. The Governing Council shall adopt suitable rules and regulations for the
procurement of goods and services from the resources of the Pund. Such rules and
regulations shall conform, as a general rule, to the principles of international
competitive bidding among suppliers in the territories of Members, and shall give
appropriate preference to experts, technicians and suppliers from developing
countries Members of the Pund.

11. The Fund shall establish close working relationships with international and
regional financial institutions and may, as is practicable, establish such
relationships with national entities of Members, whether public or private, which
are concerned with investment of development funds in commodity development
measures, The Fund may participate in co-financing with such institutions.

12. In its operations and within its sphere of competence, the Fund shall
co-operate with ICBs and Associated ICOs in the protection of the interests of
developing importing countries, if such countries are adversely affected by
measures under the Integrated Programme for Commodities.

13. The Pund shall operate in a prudent manner, shall take actions it deems
necessary to conserve and safeguard its resources and shall not engage in
currency speculation.

Article 17

The Firgt Account
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A.  Resources

1. The resources of the First Account shall conmsist of:
(a) Subscriptions by Members of Shares of Directly Contributed Capital,

except such part of their subscriptions as may be allocated to the Second Account
in accordance with article 10, paragraph 3;

(b) Cash deposits from Associated ICOs pursuant to article 14,
paragraphs 1 to 3;

(c) Guarantee Capital, cash in lieu of Guarantee Capital and Guarantees
provided by participants in Associated ICOs pursuant to article 14,
paragraphs 4 to T;

(d) Voluntary contributions allocated to the First Account;
(e) Proceeds of borrowings pursuant to article 15;
(£f) Net earnings which may accrue from operations of the First Account;

(g) The Special Reserve referred to in article 16, paragraph 4;

(h) Stock Warrants from issociated ICOs pursuant to article 14,
paragraphs 8 and 9.

B. Principles of First Account operations

2. The Executive Board shall approve the terms of borTowing arrangements for
First Account operations.

3, Directly Contributed Capital allocated to the First Account shall be employed:

(a) To enhance the creditworthiness of the Fund in respect of its
First Account operations;

(b) As working capital, to meet the short-term liquidity needs of the
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First Account; and
(e) To provide revenues to cover the administrative expenses of the Fund.

4.  The Fund shall charge interest on loans made to Asgociated ICOs at rates as
low as are consistent with its ability to obtain finance and with the need to
cover its costs of borrowing for funds lent to such Associated ICOs.

5. The Fund shall pay interest on all cash deposits and other cash balances of
Associated ICOs at appropriate rates consistent with the return on its financial
investments, and taking into account the rate charged on loans to Associated ICOs
and the cost of borrowing for First Account operations.

6. The Governing Council shall adopt rules and regulations laying down the
operating principles within which it shall determine interest rates charged and
paid in accordance with paragraphs 4 and 5 of this article. In so doing the
Governing Council shall be guided by the need to maintain the financial viability
of the Fund and shall bear in mind the principle of non-discriminatory treatment
as between Associated ICOs.

C. The MFR

7+  An Association Agreement shall specify the MFR of the Associated ICO and the
steps to be taken in the event of modification of its MFR.

3. The MFR of an Associated ICO shall include the acquisition cost of stocks,
determined by multiplying the authorized size of its stocks as specified in the
Association Agreement by an appropriate purchase price as determined by that
Associated ICO. In addition, an Associated ICO may include in its MFR specified
carrying costs, exclusive of interest charges on loans, in an amount not exceeding
20 per cent of the acquisition cost.





