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ARTICLES OF AGREEMENT
OF THE ‘
INTERNATIONAL FINANCE
CORPORATION

Done at Washington, April 11, 1955
Entered into force, July 20, 1956

Approved by the diet, May 16, 1356
Adhesion decided by the cabinet June 5, 1356

Signed and instrument acceptance deposited, June
16, 1856

Entered into force, July 20, 1956

Promuigated, July 25, 1956

The Governments on whose behalf this Agreement

is signed agree as follows:
INTRODUCTORY ARTICLE

The INTERNATIONAL FINANCE CORPORATION
(hereinafter called the Corporation) is established and
shall operate in accordance with the following provi-
sions :

ARTICLE 1
Purpose

| KRN\l
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The purpose of the Corporation is to further eco-
nomic development by encouraging the growth of pro-
ductive private enterprise in member countries, partic-
ularly in the less developed areas, thus supplement-
ing the activities of the International Bark for Re-
construction and Development (hereinafter called the
Bank).
shall:

(i) in association with private investors,assist in

In carrying out this purpose, the Corporation

financing the establishment, improvement and
expansion of productive private enterprises
which would contribute to the development of
its member countries by making investments,
without guarantee of repayment by the mem-
ber government concerned, in cases where suf-
ficient private capital is not available on rea-
sonable terms;

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

(iii) seek to stimulate, and to help create condi-
tions conducive to, the flow of private capital,

domestic and foreign, into productive invest-

&1 8K
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ment in member countries.

The Corporation shall be guided in all its deci-
sions by the provisions of this Article.

ARTICLE 11
Membership and Capital

Membership

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

Secrion 1.

(b) Membership shall be open to other members
of the Bank
such terms as may be prescribed by the Corporation.

Secrion 2. Capital Stock
(a) The authorized capital stock of the Corporation

shall be $ 100,000,000, in terms of United States dollars.
(b) The authorized capital stock shall be divided

into 100,000 shares having a par value of one thousand

at such times and in accordance with

United States dollars each. Any such shares not initial-
ly subscribed by original members shall be available
for subsequent subscription in accordance with Sec-

tion 3(d) of this Article.
| K_RNH
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(c) The amount of capital stock at any time au-

thorized may be increased by the Board of Governors
as follows:

(i) by a majority of the votes cast in case
such increase is necessary for the purpose
of issuing shares of capital stock on
initial subscription by members other than
original members, provided that the aggregate
of any increases authorized pursuant to this
subparagraph shall not exceed 10,000 shares ;

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

(@) In case of an increase authorized pursuant to

paragraph (c) (ii) above, each member shall have a
reasonable opportunity to subscribe, under such condi-
tions as the Corporation shall decide, to a proportion
of the increase of stock equivalent to the proportion
which its stock theretofore subscribed bears to the
total capital mﬁo,ow of the Corporation, but no member
shall be obligated to subscribe to any part of the in-
creased capital.

(e) Issuance of shares of stock, other than those

subscribed either on initial subscription or pursuant to

(RT3
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paragraph (d) above, shall require a three-fourths ma-
jority of the total voting power.

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

SecitoN 3. Subscriptions

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

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

(e) The initial subscription of each original mem-
ber shall be payable in full within 30 days after either
the date on which the Corporation shall begin operations
pursuant to Article 1X, Section 3 (b), or the date on which
such original member becomes a member, whichever
shall be later, or at such date the reafter as the Corpora-
tion shall determine. Payment shall be made in gold or
United States dollars in response to a call by the Corpora-
tion which shall specify the place or places of payment.

(d) The price and other terms of subscription of

| KRNV
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shares of stock to be subscribed, otherwise than on
initial subscription by original members, shall be de-
termined by the Corporation.

Secrion 4. Limiitation on Q.a?.:.@

No member shall be liable, by reason of its mem-
bership, for obligations of the Corporation.

Secriox 5. Restriction on Transfers and Pledges of

Shares

Shares of stock shall not be pledged or encumber-
ed in any manner whatever, and shall be transferable
only to the Corporation.

ARTICLE III
Operations
Secrion 1. Financing Operations
The Corporation may make investments of its funds
in productive private enterprises in the territories
of its members. The existence of a government or
other public interest in such an enterprise shall not
necessarily preclude the Corporation from making an
investment therein.

Secrion 2. Forms of Financing
(@) The Corporation’s financing shall not take the
form of investments in capital stock. Subject to the

(111 -3
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foregoing, the Corporation may make investments of
its funds in such form or forms as it may deem ap-
propriate in the circumstances, including (but without
limitation) investments according to the holder thereof
the right to participate in earnings and the right to
subscribe to, or to convert the investment into, capital
stock.

(b) The Corporation shall not itself exercise any
right to subscribe to, or to convert any investment into,
capital stock.

Secrion 3. Operational Principles

‘The operations of the Corporation shall be conduc-
ted in accordance with the following principles:

(i) the Corporation shall not undertake any finan-
cing for which in its opinion sufficient priv-
ate capital could be obtained on reasonable
terms;

(ii) the Corporation shall not finance an enter-
prise in the territories of any member if the
member objects to such financing ;

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

| R_RNR
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country; ,

(iv) the Corporation shall not assume responsibility
for managing any enterprise in which it has
invested ; .

(v) the Corporation shall undertake its financing
on terms and conditions which it considers
appropriate, taking into account the require-
ments of the enterprise, the risks being un-
dertaken by the Corporation and the terms
and conditions normally obtained by private
investors for similar financing;

(vi) the Corporation shall seek to revolve its funis
by selling its investments to private investors
whenever it can appropriately do so on satis-
factory terms;

(vii) the Corporation shall seek to maintain a rea-
sonable diversification in its investments.

Secrion 4. Protection of Interests

Nothing in this Agreement shall prevent the Cor-
poration, in the event of actual or threatened default
o any of its investments, actual or threatened insol-
vency of the enterprise in which such investment shall
have been made, or other situations which, in the
opinion of the Corporation, threaten to jeopardize such

111 -84
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investment, from, taking such action and exercising
such rights as it may deem necessary for the protec-
tion of its interests.

Secrion 5. Applicability of Certain Foreign

Exchange Restrictions

Funds received by or payable to the Corporation
in respect of an investment of the Corporation made
in any member’s territories pursuant to Section 1 of
this Article shall not be free, solely by reason of any
provision of this Agreement, from generally applicable
foreign exchange restrictions, regulations and controls
in force in the territories of that member.

Secrion 6. Miscellaneous Operations

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

(i) borrow funds, and in that connection to fur-
nish such collateral or other security therefor
as it shall determine ; provided, however, that
before making a public sale of its obligations
in the markets of a member, the Corporation
shall have obtaind the approval of that mem-
ber and of the member in whose currency

| KRN
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the obligations are to be denominated;

(ii}) invest funds not needed in its financing op-
erations in snch obligations as it may deter-
mine and invest funds held by it for pension
or similar purposes in any marketable secu-
rities,all without being subject to the restric-
tions imposed by other sections of this Ar-
ticle ;

(ili) guarantee securities in which it has invested
in order to facilitate their sale;

(iv) buy and sell securities it has issued or guaran-
teed or in which it has invested;

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

Secrion 7. Valuation of Currencies

Whenever it shall become necessary under this
Agreement to value any currency in terms of the val-
ue of another currency, such valuation shall be as
reasonably determined by the Corporation after conl-
sultation with the International Monetary Fund.

Secrion 8. Warning To Be Placed on Securities

,m<9.% security issued or guaranteed by the Corpo-

(11 - %40
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ration shall bear on its face a conspicuous statement
to the effect that it is not an obligation of the Bank
or, unless expressly stated on the security, of any
government.

Secrion 9. Political Activity Prohibited

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

ARTICLE 1V
Organization and Management
Section 1. Structure of the Corporation

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

Secrion 2. Board of Governors
(a) All the powers of the Corporation shall be vest-

ed in the Board of Governors.

I - SN B}
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(b) Each Governor and Alternate Governor of the
Bank appointed by a member of the Bank which is
also a member of the Corporation shall ex offcio be a
Governor or Alternate Governor, respectively, of the
Corporation. No Alternate Governor may vote except
The Board of Gover-
nors shall select one of the Governors as Chairman

in the absence of his principal.
of the Board of Governors. Any ‘Governor or Alter-
nate Governor shall cease to hold oflice if the mem-
ber by which he was appointed shall cease to be a
member of the Corporation.

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

(i) admit new members and determine the condi-
tions of their admission;

(ii) increase or decrease the capital stock;

(iii) suspend a member ;

(iv) decide appeals from interpretations of this

Agreement given by the Board of Directors;
(v) make arrangements to cooperate with other
international organizations (other than infor-
mal arrangements of a temporary and ad-

(K111 - 840
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ministrative character) ;

(vi) decide to suspend permanently the operations
, of the Corporation and to distribute its
assets ;

(vii) declare dividends;

(viii) amend this Agreement.

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

(€) The annual meeting of the Board of Gover-
nors shall be held in conjunction whith the annual
meeting of the Board of Governors of the Bank.

(f) A quorum for any meeting of the Board ,om
Governors shall be a majority of the Governors, exer-
cising not less than two-thirds of the total voting pow-
er.

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

(h) The Board of Governors, and the Board of
Directors to the extent authorized, may adopt such

| KRN TH
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rules and regulations as may be necessary or appro-
priate to conduct the business of the Corporation.

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

Secrion 3. Voting

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

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

Srcrion 4. Board of Directors

(a) The Board of Directors shall be responsible
for the conduct of the general operations of the Cor-
poration, and for this purpose shall exercise all the
powers given to it by this Agreement or delegated to
it by the Board of Governors.

(b) The Board of Directors of the Corporation
shall be composed ex officio of each Executive Director
of the Bank who shall have been either (i) appointed
by a member of the Bank whicn is also a member of
the Oowﬁowmnob. or (ii) elected in an election in which
the votes of'at least one member of the Bank which

@111 - 384
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is also a2 member of the Corporation shall have count-
ed toward his election. 'The Alternate to each such
Executive Director of the Bank shall ex officio be an
Alternate Director of the Corporation. Any Director
shall cease to hold office if the member by which
he was appointed, or if all the members whose votes
counted toward his election, shall cease to be members
of the Corporation.

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

(d) An Alternate Director shall have full power
to act in the absence of the Director who shall have
appointed him. When a Director is present, his Alter- |
nate may participate in meetings but shall not vote.

[ KRN
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(e) A quorum for any meeting of the Board of
Directors shall be a majority of the Directors exer-
cising not less than one-half of the total voting power.

(f) The Board of the Directors shall meet as of-
ten as the business of the Corporation may require.

(2) The Board of Governors shall adopt regula-
tions under which a member of the Corporation not
entitied to appoint an Executive Director of the Bank
may send a representative to attend any meeting of the
Board of Directors of the Corporation when a reqn-
est made by, or a matter particularly affecting, that
member is under consideration. .

Secrion 5. Chairman, President and Staff

(a) The President of Bank shall be ex ¢;ficio Chair-
man of the Board of Directors of the Corporation,
but shall have no vote except a deciding vote in case
of an equal division. He may bwﬁmowbmnm in meetings
of the Board of Governors but shall not vote at such
meetings.

(b) The President of the Corporation shall be ap-
pointed by the Board of Directors on the recommen-

The President shall be chief

@111 - 8K

dation of the Chairman.
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of the operating staff of the Corporation. Uuder the
direction of the Board of Directorsand the general su-
pervision of the Chairman, he shall conduct the ordi-
nary husiness of the Corporation and under their gene.
ral control shall be responsible for the organization,

appointment and dismissal of the officers and staff.The
President may participate in meetings of the Board of
Directors but shall not vote at such meetings. The
President shall cease to hold office by decision of the
Board of Directors in which the Chairman concurs.

(c) The President, officers and staff of the Corpo-
ration, in the discharge of their offices, owe their
duty entirely to the Corporation and to no other autho-
rity. Each member of the Corporation shall respect
the international character of this duty and shall re-
frain from all attempts to influence any of them in
the discharge of their duties. |

(d) Subject to the paramount importance of secur-
ing the highest standards of efficiency and of technical
competence, due regard shall be paid, in appointing
the officers and staff of the Corporation, to the impor-
tance of recruiting personnel on as wide a geograph-
ical basis as possible.

| RN TR
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Section 6. Relationship to the Bank

(a) The Corporation shall be an entity separate
and distinct from the Bank and the funds of the Cor-
poration shall be kept separate and apart from those
of the Bank. 7The Corporation shall not lend to or
borrow from the Bank. The provisions of this Sec-
tions shall not prevent the Corporation from making ar-
rangements with the Bank regarding facilites, personnel
and services and arrangements for reimbursement of
administrative expenses paid in the first instance by
either organization on behalf of the other.

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

Sectiox 7. Relations With Other International
Organizations
The Corporation, acting through the Bank, shall
enter into formal arrangements with the United Na-

tions and may enter into such arrangements with

other public international organizations having special-

K111 - %10
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ized responsibilities in related fields.

Secrion 8. Location of Offices

The principal office of the Corporation shall be in
the same locality as the principal office of the Bank.
The Corporation may establish other offices in thes
territories of any member.

Secrion 9.  Dezpositories

Each member shall designate its central bank asa
depository in which the Corporation may keep holdings
of such member’s currency or other assets of the Cor-
poration or, if it has no central bank, it shall desig-
nate for such purpose such other institution as may
be acceptable to the Corporation.

Secrion 10. Channei of Communication

Each member shall designate an appropriate autho-
rity with which the Corporation may communicate
in connection with any matter arising under this Agree-
ment.
Publication of Reports and
Provision of Information
(a) The Corporation shall publish an annual re-

Sgorion 11,

port containing an audited statement of its accounts
and shall circulate to membesis at appropriate intervals

KRNI
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a summary statement of its financial position and a
profit and loss statement showing the results of its
operations.

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

(c) Copies of all reports, statemants and publica-
tions made under this Section shall be distributed to
members.

Secrion 12.  Dividends

(2) The Board of Governors may determine from
time to time what part of the Corporation’s net in-
come and surplus, after making appropriate provision
for reserves, shall be distributed as dividends.

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

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

ARTICLE V
Withdrawal: Suspension of Membership;

Suspension of Operations
Withdrawal by Members

Any member may withdraw from membership in

(11 - B
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the Corporation at any time by transmitting a notice
in writing to the Corporation at its principal office.
Withdrawal shall become effective upon the date such
notice is received.

Seorion 2. Suspension of Membership

(@) If a member fails to fulfill any of its obligations
to the Corporation, the Corporation may suspend its
membership by decision of a majority of the Gover-
nors, exercising a majority of the total voting power.
The member so suspended shall automatically cease
to be a member one year from the date of its suspen-
sion unless a decision is taken by the same majority _4
to restore the member to good standing.

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

Secrion 3. Swuspension or Cessation of Membership
in the Bank

Any member which is suspended from member-
ship in, or ceases to be a member of, the Bank shall
automatically be suspended from membership in, or

RN





