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Section 4. Managing Director and staff

(@) The Executive Board shall select a Managing Director who shall
not be a Governor or an Executive Director. The Managing Director
shall be chairman of the Executive Board, but shall have no vote except a
deciding vote in case of an equal division. He may participate in meetings
of the Board of Governors, but shall not vote at such meetings. The
Managing Director shall cease to hold office when the Executive Board
so decides,

(b) The Managing Director shall be chief of the operating staff of the
Fund and shall conduct, under the direction of the Executive Board, the
ordinary business of the Fund. Subject to the general contro! of the
Executive Board, he shall be responsible for the organization, appoint-
ment, and dismissal of the staff of the Fund.

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

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

Section 5. Voting

(a) Each member shall have two hundred fifty votes plus one addi-
tional vote for each part of its quota equivalent to one hundred thousand
special drawing rights.

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

(i) by the addition of one vote for the equivalent of each four
hundred thousand special drawing rights of net sales of its
currency from the general resources of the Fund up to the date
when the vote is taken, or

(i) by the subtraction of one vote for the equivalent of each four
hundred thousand special drawing rights of its net purchases
under Article V, Section 3 (b) and (f) up to the date when the
vote is taken,

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

(¢) Except as otherwise specifically provided, all decisions of the Fund
shall be made by a majority of the votes cast.

Section 6. Reserves, distribution of net income, and investment

(a) The Fund shall determine annually what part of its net income
shall be placed to general reserve or special reserve, and what part, if any,
shall be distributed.

(b) The Fund may use the special reserve for any purpose for which it
may use the general reserve, except distribution.

(¢) If any distribution is made of the net income of any year, it shall be
made to all members in proportion to their quotas.

(d) The Fund, by a seventy percent majority of the total voting power,
may decide at any time to distribute any part of the general reserve. Any
such distribution shall be made to all members in proportion to their
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quotas.

(e) Payments under (c) and (d) above shall be made in special drawing
rights, provided that either the Fund or the member may decide that the
payment to the member shall be made in its own currency.

() (i) The Fund may establish an Investment Account for the
purposes of this subsection (f). The assets of the Investment
Account shall be held separately from the other accounts of
the General Department.

(ii) The Fund may decide to transfer to the Investment Accounta
part of the proceeds of the sale of gold in accordance with
Article V, Section 12 (g) and, by a seventy percent majority of
the total voting power, may decide to transfer to the Invest-
ment Account, for immediate investment, currencies held in
the General Resources Account. The amount of these trans-
fers shall not exceed the total amount of the general reserve
and the special reserve at the time of the decision.

(iii) The Fund may invest a member’s currency held in the
Investment Account in marketable obligations of that mem-
ber or in marketable obligations of international financial
organizations. No investment shall be made without the
concurrence of the member whose currency is used to make
the investment. The Fund shall invest only in obligations
denominated in special drawing rights or in the currency used
for investment.

(iv) The income of investment may be invested in accordance with
the provisions of this subsection (f). Income not invested shall

/4
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(vi)

(vii)
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be held in the Investment Account or may be used for meeting
the expenses of conducting the business of the Fund.

The Fund may use a member’s currency held in the Invest-
ment Account to obtain the currencies needed to meet the
expenses of conducting the business of the Fund.

The Investment Account shall be terminated in the event of
liquidation of the Fund and may bec terminated, or the

amount of the investment may be reduced, prior to liquida-
tion of the Fund by a seventy percent majority of the total
voting power. The Fund, by a seventy percent majority of the
total voting power, shall adopt rules and regulations regard-
ing administration of the Investment Account, which shall be
consistent with (vii), (viii), and (ix) below.

Upon termination of the Investment Account because of
liquidation of the Fund, any assets in this account shall be
distributed in accordance with the provisions of Schedule K,
provided that a portion of these assets corresponding to the
proportion of the assets transferred to this account under
Article V, Section 12 (g) to the total of the assets transferred to
this account shall be deemed to be assets held in the Special
Disbursement Account and shali be distributed in accordance
with Schedule K, paragraph 2(a)(ii).

Upon termination of the Investment Account prior to liqui-
dation of the Fund, a portion of the assets held in this account
corresponding to the proportion of the assets transferred to
this account under Article V, Section 12 (g) to the total of the
assets transferred to the account shall be transferred to the
Special Disbursement Account if it has not been terminated,
and the balance of the assets held in the Investment Account
shall be transferred to the General Resources Account for
immediate use in operations and transactions.
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(ix) On a reduction of the amount of the investment by the Fund,
a portion of the reduction corresponding to the proportion of
the assets transferred to the Investment Account under Arti-
cle V, Section 12 (g) to the total of the assets transferred to this
account shall be transferred to the Special Disbursement
Account if it has not been terminated, and the balance of the
reduction shall be transferred to the General Resources
Account for immediate use in operations and transactions.

Section 7. Publication of reports

(a) The Fund shall publish an annual report containing an audited
statement of its accounts, and shall issue, at intervals of three months or
less, a summary statement of its operations and transactions and its
holdings of special drawing rights, gold, and currencies of members.

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

Section 8. Communication bf views to members

The Fund shall at all times have the right to communicate its views
informally to any member on any matter arising under this Agreement.
The Fund may, by a seventy percent majority of the total voting power,
decide to publish a report made to a member regarding its monetary or
economic conditions and developments which directly tend to produce a
serious disequilibrium in the international balance of payments of
members. If the member is not entitled to appoint an Executive Director,
it shall be entitled to representation in accordance with Section 3 (j) of
this Article. The Fund shall not publish a report involving changes in the
fundamental structure of the economic organization of members.
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Article XIII
Offices and Depositories

Section 1. Location of offices

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

Section 2. Depositories

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

(b) The Fund may hold other assets, including gold, in the depositories
designated by the five members having the largest quotas and in such
other designated depositories as the Fund may select. Initially, at least
one-half of the holdings of the Fund shall be held in the depository
designated by the member in whose territories the Fund has its principal
office and at least forty percent shall be held in the depositories
designated by the remaining four members referred to above. However,
all transfers of gold by the Fund shall be made with due regard to the
costs of transport and anticipated requirements of the Fund. In an
emergency the Executive Board may transfer all or any part of the Fund’s
gold holdings to any place where they can be adequately protected.
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Section 3. Guarantee of the Fund's assets

Each member guarantees all assets of the Fund against loss resulting
from failure or default on the part of the depository designated by it.

Article XIV
Transitional Arrangements

Section 1. Notification to the Fund

Each member shall notify the Fund whether it intends to avail itself of
the transitional arrangements in Section 2 of this Article, or whether it is
prepared to accept the obligations of Article VIII, Sections 2, 3,and 4. A
member availing itself of the transitional arrangements shall notify the
Fund as soon thereafter as it is prepared to accept these obligations.

Section 2. Exchange restrictions

A member that has notified the Fund that it intends to avail itself of
transitional arrangements under this provision may, notwithstanding the
provisions of any other articles of this Agreement, maintain and adapt to
changing circumstances the restrictions on payments and transfers for
current international transactions that were in effect on the date on which
it became a member. Members shall, however, have continuous regard in
their foreign exchange policies to the purposes of the Fund, and, as soon
as conditions permit, they shall take all possible measures to develop such
commercial and financial arrangements with other members as will
facilitate international payments and the promotion of a stable system of
exchange rates. In particular, members shall withdraw restrictions main-
tained under this Section as soon as they are satisfied that they will be
able, in the absence of such restrictions, to settle their balance of
payments in a manner which will not unduly encumber their access to the
general resources of the Fund.
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Section 3. Action of the Fund relating to restrictions

The Fund shall make annual reports on the restrictions in force under
Section 2 of this Article. Any member retaining any restrictions incon-
sistent with Article VIII, Sections2, 3, or 4 shall consult the Fund
annually as to their further retention. 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 articles of this Agreement.
The member shall be given a suitable time to reply to such representa-
tions. If the Fund finds that the member persists in maintaining
restrictions which are inconsistent with the purposes of the Fund, the
member shall be subject to Article XX VI, Section 2(a).

Article XV
Special Drawing Rights

Section 1. Authority to allocate special drawing rights

To meet the need, as and when it arises, for a supplement to existing
reserve assets, the Fund is authorized to allocate special drawing rights to
members that are participants in the Special Drawing Rights Depart-
ment.

Section 2. Valuation of the special drawing right

The method of valuation of the special drawing right shall be
determined by the Fund by a seventy percent majority of the total voting
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power, provided, however, that an eighty-five percent majority of the
total voting power shall be required for a change in the principle of
valuation or a fundamental change in the application of the principle in
effect.

Article XVI
General Department and Special Drawing Rights Department

Section 1. Separation of operations and transactions

All operations and transactions involving special drawing rights shall
be conducted through the Special Drawing Rights Department. All other
operations and transactions on the account of the Fund authorized by or
under this Agreement shall be conducted through the General Depart-
ment. Operations and transactions pursuant to Article XVII, Section 2
shall be conducted through the General Department as well as the Special
Drawing Rights Department.

Section 2. Separation of assets and property

All assets and property of the Fund, except resources administered
under Article V, Section 2(b), shall be held in the General Department,
provided that assets and property acquired under Article XX, Section 2
and Articles XXIV and XXV and Schedules H and I shall be held in the
Special Drawing Rights Department. Any assets or property held in one
Department shall not be available to discharge or meet the liabilities,
obligations, or losses of the Fund incurred in the conduct of the
operations and transactions of the other Department, except that the
expenses of conducting the business of the Special Drawing Rights
Department shall be paid by the Fund from the General Department
which shall be reimbursed in special drawing rights from time to time by
assessments under Article XX, Section 4 made on the basis of a reason-
able estimate of such expenses.

1 Onl
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Section 3. Recording and information

All changes in holdings of special drawing rights shall take effect only
when recorded by the Fur.d in the Special Drawing Rights Department.
Participants shall notify the Fund of the provisions of this Agreement
under which special drawing rights are used. The Fund may require
participants to furnish it with such other information as it deems
necessary for its functions.

Article XVII

Participants and Other Holders of
Special Drawing Rights

Section 1. Participants

Each member of the Fund that deposits with the Fund an instrument
setting forth that it undertakes ali the obligations of a participant in the
Special Drawing Rights Department in accordance with its law and that
it has taken all steps necessary to enable it to carry out all of these
obligations shall become a participant in the Special Drawing Rights
Department as of the date the instrument is deposited, except that no
member shall become a participant before the provisions cf this Agree-
ment pertaining exclusively to the Special Drawing Rights Department
have entered into force and instruments have been deposited under this
Section by members that have at least seventy-five percent of the total of
quotas.

Section 2. Fund as a holder

The Fund may hold special drawing rights in the General Resources
Account and may accept and use them in operations and transactions
conducted through the General Resources Account with participants in
accordance with the provisions of this Agreement or with prescribed
holders in accordance with the terms and conditions prescribed under



O LV HQOBENIVOEVDeREXSHER UL L LY
PRIV L < SRS E R0 ) G W Aue®
RINE Q2o ximin
Y4 27
T 4EnE QSEVSIEREER FHEEV-OVYOER
2 XHO BHEC QUM IREXOSZOHUEREIK
IR D W RQ 0 ) R W a0
E SOBIUHDT S VEQ BONS Ry TH# VKT
Q1) UNRIQ O 20 U Q O RERIBUNBEXSTORK
UHEO S VRO @0 HITH VO EQHKEXOSHBU S S
VRS IEE AN E <L S XY EEREE e L QO RENRL 0
1) AR W aue©

E] HEFERD | PEHEBRIED BELCORRUR
N VN Q e RIEHT v QI ViR R H i W E RS Han
D Q QWE VWL ) VR W aue®
TORMBUHT S VIR Qe QU N SIENER

QR+ — 8 N+ 0 ARV V00 B R KL oK

H ) QBN BEXOHERT HEAGEC REK S oML

B w0 VST RS04 5°

B+ RTHECHRRXOLER
® 1K ERXSEZRIBRE RIS NMEH T

B HRE Y QR [ &R

Section 3 of this Article.

Section 3. Other holders
The Fund may prescribe:

(i) as holders, non-members, members that are non-participants,
institutions that perform functions of a central bank for more
than one member, and other official entities;

(i) the terms and conditions on which prescribed holders may be
permitted to hold special drawing rights and may accept and
use them in operations and transactions with participants and
other prescribed holders; and

(iii) the terms and conditions on which participants and the Fund
through the General Resources Account may enter into opera-
tions and transactions in special drawing rights with prescribed
holders.

An cighty-five percent majority of the total voting power shall be
required for prescriptions under (i) above. The terms and conditions
prescribed by the Fund shall be consistent with the provisions of this
Agreement and the effective functioning of the Special Drawing Rights
Department.

Article XVIII

Allocation and Cancellation of
Special Drawing Rights

Section 1. Principles and considerations governing allocation and can-
cellation

| OH
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(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.

(b) The first decision to allocate special drawing rights shall take into
account, as special considerations, a collective judgment that there is a
global need to supplement reserves, and the attainment of a better
balance of payments equilibrium, as well as the likelihood of a better
working of the adjustment process in the future.

Section 2. Allocation and cancellation

(a) 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 duration. The first basic period shall begin on the date of the
first decision to allocate special drawing rights or such later date as may
be specified in that decision. Any allocations or cancellations shall take
place at yearly intervals.

(b) The rates at which allocations are to be made shall be expressed as
percentages of quotas on the date of each decision to allocate. The rates
at which special drawing rights are to be cancelled shall be expressed as
percentages of net cumulative allocations of special drawing rights on the
date of each decision to cancel. The percentages shall be the same for all
participants.

(c) In its decision for any basic period the Fund may provide,
notwithstanding (a) and (b) above, that:
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(i) the duration of the basic period shall be other than five years;
or

(ii) the allocations or cancellations shall take place at other than
yearly intervals; or

(iii) the basis for allocations or cancellations shall be the quotas or
net cumulative allocations on dates other than the dates of
decisions to allocate or cancel.

(d) A membei that becomes a participant after a basic period starts
shall receive allocations beginning with the next basic period in which
allocations are made after it becomes a participant unless the Fund
decides that the new participant shall start to receive allocations begin-
ning with the next allocation after it becomes a participant. If the Fund
decides that a member that becomes a participant during a basic period
shall receive allocations during the remainder of that basic period and the
participant was not a member on the dates established under (b) or (c)
above, the Fund shall determine the basis on which these allocations to
the participant shall be made.

(e) A participant shall receive allocations of special drawing rights
made pursuant to any decision to allocate unless:

(1) the Governor for the participant did not vote in favor of the
decision; and

(ii) the participant has notified the Fund in writing prior to the first
allocation of special drawing rights under that decision that it
does not wish special drawing rights to be allocated to it under
the decision. On the request of a participant, the Fund may
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decide to terminate the effect of the notice with respect to
allocations of special drawing rights subsequent to the termi-
nation.

(/) If on the effective date of any cancellation the amount of special
drawing rights held by a participant is less than its share of the special
drawing rights that are to be cancelled, the participant shall eliminate its
negative balance as promptly as its gross reserve position permits and
shall remain in consultation with the Fund for this purpose. Special
drawing rights acquired by the participant after the effective date of the
cancellation shall be applied against its negative balance and cancelled.

Section 3. Unexpected major developments

The Fund may change the rates or intervals of allocation or cancella-
tion during the rest of a basic period or change the length of a basic
period or start a new basic period, if at any time the Fund finds it
desirable to do so because of unexpected major developments.

Section 4. Decisions on allocations and cancellations

(@) Decisions under Section2(a), (b), and (c) or Section3 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, after having
satisfied himself that it will be consistent with the provisions of Sec-
tion 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. In addition, before making a proposal for the first allocation,
the Managing Director shall satisfy himself that the provisions of
Section 1(b) of this Article have been met and that there is broad support
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among participants to begin allocations; he shall make a proposal for the
first allocation as soon after the establishment of the Special Drawing
Rights Department as he is so satisfied.

(¢) The Managing Director shall make proposals:
(i) not later than six months before the end of each basic period;

(i) if no decision has been taken with respect to allocation or
cancellation for a basic period, whenever he is satisfied that the
provisions of (b) above have been met;

(i1i) when, in accordance with Section 3 of this Article, he considers
that it would be desirable to change the rate or intervals of
allocation or cancellation or change the length of a basic period
or start a new basic period; or

(iv) within six months of a request by the Board of Governors or
the Executive Board;

provided that, if under (i), (iii), or (iv) above the Managing Director
ascertains that there is nd proposal which he considers to be consistent
with the provisions of Section 1 of this Article that has broad support
among participants in accordance with () above, he shall report to the
Board of Governors and to the Executive Board.

(d) An eighty-five percent majority of the total voting power shall be
required for decisions under Section 2 (a), (b), and (c) or Section 3 of this
Article except for decisions under Section 3 with respect to a decrease in
the rates of allocation.
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