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Article XIX

B2 PRI HHOHERISKT Operations and Transactions in
Special Drawing Rights
%m%m RIR PR EHOEE Section 1. Use of special drawing rights
X5 WW rRTIES O OBEVUET S VYRIL O U SR Special drawing rights may be used in the operations and transactions
o LR A0 ) AR e authorized by or under this Agreement.
®/IIE KEEER ﬁ%& DR Section 2. Operations and transactions between participants
T HNEEY VOrRTHEIEE OV WEECREY (a) A participant designated by the Fund under Section 5 of this

B0 2 VISR 20 B & OEDE QMBI B A0 4 ) obtain an equivalent amount of currency from a participant designated
' ~ under Section 5 of this Article.

W AU ©

D H/EES VORI IEE-OVY ZORKBEVR (b) A participant, in agreement with another participant, may use its

AR ) ag ot 5 e special drawing rights to obtain an equivalent amount of currency from
<o gl MLLI S an/ B % Bmﬁﬁ S Wﬁﬁ%m,;l*? ) the other participant.
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R AR

O R EERERC VT — ¥ N QR =7 K (¢) The Fund, by a seventy percent majority of the total voting power,
= | 5y ) PP RN 5 may prescribe operations in which a participant is authorized to engage
SERECNRENS ol s &0 ﬂmﬂﬁ R R in agreement with another participant on such terms and conditions as

QoW O VD) R VAo ) O S VML) | the Fund deems appropriate. The terms and conditions shall be consis-

NI LI STy =—a7 LD ) tent with the effective functioning of the wuooi_ Drawing Rights
RO S ERn S O REE e Department and the proper use of special drawing rights in accordance

U oe o OBRUVE OV DR HE O EBSE | with this Agreement.
BUEHE e 2O PELRELOM ]
T o SXHOOBEUBO VR X L A (d) The Fund may make representations to a participant that enters
£ oapigums ) A= ) . ::o any operation or transaction under (b) or (c¢) above that in the

4\& Bi=R ltumxmb 5@&(%5%%@%%%%u?5 RS judgment of the Fund may be prejudicial to the process of designation
=480 &%/ﬁﬁ%ﬁ}ﬂvoio@ VO BRI+ ORI according to the principles of Section of this Article or is otherwise
YN LR 02 NP ERLE VYIRS inconsistent with Article XXII. A participant that persists in entering into
WL Ve LR o HSEUR S such operations or transactions shall be subject to Article XXIII, Sec-

4@ ) UR YA IR © e R X BN | tion 2(4).
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Section 3. Requirement of need

(a) In transactions under Section 2(a) of this Article, except as
otherwise provided in (c) below, a participant will be expected to use its
special drawing rights only if it has a need because of its balance of
payments or its reserve position or developments in its reserves, and not
for the sole purpose of changing the composition of its reserves.

(b) The use of special drawing rights shall not be subject to challenge
on the basis of the expectation in (a) above, but the Fund may make
representations to a participant that fails to fulfill this expectation. A
participant that persists in failing to fulfill this expectation shall be
subject to Article XXIII, Section 2 (b).

(¢) The Fund may waive the expectation in (a) above in any trans-
actions in which a participant uses special drawing rights to obtain an
equivalent amount of currency from a participant designated under
Section 5 of this Article that woula promote reconstitution by the other
participant under Section6(a) of this Article; prevent or reduce a
negative balance of the other participant; or offset the effect of a failure
by the other participant to fulfill the expectation in (a) above.

Section 4. Obligation to provide currency

(a) A participant designated by the Fund under Section 5 of this
Article shall provide on demand a freely usable currency to a participant
using special drawing rights under Section2(a) of this Article. A
participant’s obligation to provide currency shall not extend beyond the
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point at which its holdings of special drawing rights in excess of its net
cumulative allocation arc equal to twice its net cumulative allocation or
such higher limit as may be agreed between a participant and the Fund.

(b) A participant may provide currency .in excess of the obligatory
limit or any agreed higher limit.

Section 5. Designation of participants to provide currency

(@) The Fund shall ensure that a participant will be able to use its
special drawing rights by designating participants to provide currency for
specified amounts of special drawing rights for the purposes of Sec-
tions 2(a) and 4 of this Article. Designations shall be made in accordance
with the following general principles supplemented by such other princi-
ples as the Fund may adopt from time to time:

(i) A participant shall be subject to designation if its balance of
payments and gross reserve position is sufficiently strong, but
this will not preclude the possibility that a participant with a
strong reserve position will be designated even though it has a
moderate balance of payments deficit. Participants shall be
designated in such manner as will promote over time a
balanced distribution of holdings of special drawing rights
among them.

(ii) Participants shall be subject to designation in order to promote
reconstitution under Section 6(a) of this Article, to reduce
negative balances in holdings of special drawing rights, or to
offset the effect of failures to fulfill the expectation in Sec-
tion 3(a) of this Article.

(iii) In designating participants the Fund normally shall give pri-
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ority to those that need to acquire special drawing rights to
meet the objectives of designation under (ii) above.

(b) In order to promote over time a balanced distribution of holdings
of special drawing rights under (a) (i) above, the Fund shall apply the
rules for designation in Schedule F or such rules as may be adopted
under (¢) below.

(¢) The rules for designation may be reviewed at any time and new
rules shall be adopted if necessary. Unless new rules are adopted, the
rules in force at the time of the review shall continue to apply.

Section 6. Reconstitution

(a) Participants that use their special drawing rights shall reconstitute
their holdings of them in accordance with the rules for reconstitution in
Schedule G or such rules as may be adopted under (b) below.

(b) The rules for reconstitution may be reviewed at any time and new
rules shall be adopted if necessary. Unless new rules are adopted or a
decision is made to abrogate rules for reconstitution, the rules in force at
the time of review shall continue to apply. A seventy percent majority of
the total voting power shall be required for decisions to adopt, modify, or
abrogate the rules for reconstitution.

Seciion 7. Exchunge idiés

(a) Except as otherwise provided in (b) below, the exchange rates for
transactions between participants under Section2(a) and (b) of this
Article shall be such that participants using special drawing rights shall
receive the same value whatever currencies might be provided and

i1l
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whichever participants provide those currencies, and the Fund shall
adopt regulations to give effect to this principle.

(b) The Fund, by an eighty-five percent majority of the total voting
power, may adopt policies under which in exceptional circumstances the
Fund, by a seventy percent majority of the total voting power, may
authorize participants entering into transactions under Section 2 (6) of
this Article to agree on exchange rates other than those applicable under
(a) above.

(¢) The Fund shall consult a participant on the procedure for deter-
mining rates of exchange for its currency.

(d) For the purpose of this provision the term participant includes a
terminating participant.

Article XX

Special Drawing Rights Department
Interest and Charges

Section 1. Interest

Interest at the same rate for all holders shall be paid by the Fund to
each holder on the amount of its holdings of special drawing rights. The
Fund shall pay the amount due to each holder whether or not sufficient
charges are received to meet the payment of interest.

Section 2. Charges

Charges at the same rate for all participants shall be paid to the Fund
by each participant on the amount of its net cumulative allocation of
special drawing rights plus any negative balance of the participant or
unpaid charges.
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Section 3. Rate of interest and charges

The Fund shall determine the rate of interest by a seventy percent
majority of the total voting power. The rate of charges shall be equal to
the rate of interest.

Section 4. Assessments

When it is decided under Article XVI, Section 2 that reimbursement
shall be made, the Fund shall levy assessments for this purpose at the
same rate for all participants on their net cumulative allocations.

Section S. Payment of interest, charges, and assessments

Interest, charges, and assessments shall be paid in special drawing
rights. A participant that needs special drawing rights to pay any charge
or assessment shall be obligated and entitled to obtain them, for currency
acceptable to the Fund, in a transaction with the Fund conducted
through the General Resources Account. If sufficient special drawing
rights cannot be obtained in this way, the participant shall be obligated
and entitled to obtain them with a freely usable currency from a
participant which the Fund shall specify. Special drawing rights acquired
by a participant after the date for payment shall be applied against its
unpaid charges and cancelled.

Article XXI

Administration of the General Department
and the Special Drawing Rights Department

(a) The General Department and the Special Drawing Rights De-
partment shall be administered in accordance with the provisions of

| 1TH
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Article XTI, subject to the following provisions:

@

(i)

(iif)

For meetings of or decisions by the Board of Governors on
matters pertaining exclusively to the Special Drawing Rights
Department only requests by, or the presence and the votes of,
Governors appointed by members that are participants shall be
counted for the purpose of calling meetings and determining
whether a quorum exists or whether a decision is made by the
required majority.

For decisions by the Executive Board on matters pertaining
exclusively to the Special Drawing Rights Department only
Executive Directors appointed or elected by at least one
member that is a participant shall be entitled to vote. Each of
these Executive Directors shall be entitled to cast the number of
votes allotted to the member which is a participant that
appointed him or to the menibers that are participants whose
votes counted towards his election. Only the presence of
Executive Directors appointed or elected by members that are
participants and the votes allotted to members that are parti-
cipants shall be counted for the purpose of determining whe-
ther a quorum exists or whether a decision is made by the
required majority. For the purposes of this provision, an
agreement under Article X1I, Section 3 (i) (ii) by a member that
Is a participant shall entitle an appointed Executive Director to
vote and cast the number of votes allotted to the member.

Questions of the general administration of the Fund, including
reimbursement under Article X VI, Section 2, and any question
whether a matter pertains to both Departments or exclusively
to the Special Drawing Rights Department shall be decided as
if they pertained exclusively to the General Department. De-
cisions with respect to the method of valuation of the special
drawing right, the acceptance and holding of special drawing
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rights in the General Resources Account of the General
Department and the use of them, and other decisions affecting
the operations and transactions conducted through both the
General Resources Account of the General Department and the
Special Drawing Rights Department shall be made by the
majorities required for decisions on matters pertaining exclu-
sively to each Department. A decision on a matter pertaining to
the Special Drawing Rights Department shall so indicate.

(b) In addition to the privileges and immunities that are accorded
under Article IX of this Agreement, no tax of any kind shall be levied on
special drawing rights or on operations or transactions in special drawing
rights.

(c) A question of interpretation of the provisions of this Agreement on
matters pertaining exclusively to the Special Drawing Rights Department
shall be submitted to the Executive Board pursuant to Article XXIX (a)
only on the request of a participant. In any case where the Executive
Board has given a decision on a question of interpretation pertaining
exclusively to the Special Drawing Rights Department only a participant
may require that the question be referred to the Board of Governors
under Article XXIX (b). The Board of Governors shall decide whether a
Governor appointed by a member that is not a participant shall be
entitled to vote in the Committec on Interpretation on questions
pertaining exclusively to the Special Drawing Rights Department.

(d) Whenever a disagreement arises between the Fund and a parti-
cipant that has terminated its participation in the Special Drawing Rights
Department or between the Fund and any participant during the
liquidation of the Special Drawing Rights Department with respect to
any matter arising exclusively from participation in the Special Drawing
Rights Department, the disagreement shall be submitted to arbitration in
accordance with the procedures in Article XXIX (¢).

e
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Article XXII
General Obligations of Participants

In addition to the obligations assumed with respect to special drawing
rights under other articles of this Agreement, each participant undertakes
to collaborate with the Fund and with other participants in order to
facilitate the effective functioning of the Special Drawing Rights De-
partment and the proper use of special drawing rights in accordance with
this Agreement and with the objective of making the special drawing
right the principal reserve asset in the international monetary system.

Article XXIII

Suspension of Operations and Transactions in
Special Drawing Rights

Section 1. Emergency provisions

In the event of an emergency or the development of unforeseen
circumstances threatening the activities of the Fund with respect to the
Special Drawing Rights Department, the Executive Board, by an eighty-
five percent majority of the total voting power, may suspend for a period
of not more than one year the operation of any of the provisions relating
to operations and transactions in special drawing rights, and the provi-
sions of Article XXVII, Section 1(b), (¢), and (d) shall then apply.

Section 2. Failure to fulfill obligations

(a) If the Fund finds that a participant has failed to fulfill its
obligations under Article XIX, Section-4, the right of the participant to
use its special drawing rights shall be suspended unless the Fund
otherwise decides.
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(b) If the Fund finds that a participant has failed to fulfill any other
obligation with respect to special drawing rights, the Fund may suspend
the right of the participant to use special drawing rights it acquires after
the suspension.

() Regulations shall be adopted to ensure that before action is taken
against any participant under (@) or (b) above, the participant shall be
informed immediately of the complaint against it and given an adequate
opportunity for stating its case, both orally and in writing. Whenever the
participant is thus informed of a complaint relating to (a) above, it shall
not use special drawing rights pending the disposition of the complaint.

(d) Suspension under (a) or (b) above or limitation under (c) above
shall not affect a participant’s obligation to provide currency in accor-
dance with Article XIX, Section 4.

(e) The Fund may at any time terminate a suspension under (a) or (b)
above, provided that a suspension imposed on a participant under (b)
above for failure to fulfill the obligations under Article XIX, Section 6 (a)
shall not be terminated until one hundred eighty days after the end of the
first calendar quarter during which the participant complies with the
rules for reconstitution.

() The right of a participant to use its special drawing rights shall not
be suspended because it has become ineligible to use the Fund’s general
resources under Article V, Section 5, Article VI, Section 1, or Arti-
cle XXVI, Section 2 (a). Article XXVI, Section 2 shall not apply because
a participant has failed to fulfill any obligations with respect to special
drawing rights.
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Article XXIV
Termination of Participation

Section 1. Right to terminate participation

(a) Any participant may terminate its participation in the Special
Drawing Rights Department at any time by transmitting a notice in
writing to the Fund at its principal office. Termination shall become
effective on the date the notice is received.

(b) A participant that withdraws from membership in the Fund shall
be deemed to have simultaneously termindted its participation in the
Special Drawing Rights Department.

Section 2. Settlement on termination

(a) When a participant terminates its participation in the Special
Drawing Rights Department, all operations and transactions by the
terminating participant in special drawing rights shall cease except as
otherwise permitted under an agreement made pursuant to (c) below in
order to facilitate a settlement or as provided in Sections 3, 5, and 6 of
this Article or in Schedule H. Interest and charges that accrued to the
date of termination and assessments levied before that date but not paid
shall be paid in special drawing rights.

(b) The Fund shall be obligated to redeem all special drawing rights
held by the terminating participant, and the terminating participant shall
be obligated to pay to the Fund an amount egual to its net cumulative
allocation and any other amounts that may be due and payable because
of its participation in the Special Drawing Rights Department. These
obligations shall be set off against each other and the amount of special
drawing rights held by the terminating participant that is used in the
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setoff to extinguish its obligation to the Fund shall be cancelled.

(c) A settlement shall be made with reasonable despatch by agreement
between the terminating participant and the Fund with respect to any
obligation of the terminating participant or the Fund after the setoff in
(b) above. If agreement on a settlement is not reached promptly the
provisions of Schedule H shall apply.

Section 3. [Interest and charges

After the date of termination the Fund shall pay interest on any
outstanding balance of special drawing rights held by a terminating
participant and the terminating participant shall pay charges on any
outstanding obligation owed to the Fund at the times and rates pre-
cribed under Article XX. Payment shall be made in special drawing
rights. A terminating participant shall be entitled to obtain special
drawing rights with a freely usable currency to pay charges or assess-
ments in a transaction with a participant specified by the Fund or by
agreement from any other holder, or to dispose of special drawing rights
received as interest in a transaction with any participant designated under
Article XIX, Section 5 or by agreement with any other holder.

Section 4. Seulement of obligation to the Fund

Currency received by the Fund from a-terminating participant shall be
used by the Fund to redeem special drawing rights held by participants in
proportion to the amount by which each participant’s holdings of special
drawing rights exceed its net cumulative allocation at the time the
currency is received by the Fund. Special drawing rights so redeemed and
special drawing rights obtained by a terminating participant under the
provisions of this Agreement to meet any installment due under an
agreement on settlement or under Schedule H and set off against that
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installment shall be cancelled.

Section S. Settlement of obligation to a terminating participant

Whenever the Fund is required to redeem special drawing rights held
by a terminating participant, redemption shall be made with currency
provided by participants specified by the Fund. These participants shall
be specified in accordance with the principles in Article XIX, Section 5.
Each specified participant shall provide at its option the currency of the
terminating participant or a freely usable currency to the Fund and shall
receive an equivalent amount of special drawing rights. However, a
terminating participant may use its special drawing rights to obtain its
own currency, a freely usable currency, or any other asset from any
holder, if the Fund so permits.

Section 6. General Resources Account transactions

In order to facilitate settlement with a terminating participant, the
Fund may decide that a terminating participant shall:

(i) use any special drawing rights held by it after the setoff in
Section 2(b) of this Article, when they are to be redeemed, ina
transaction with the Fund conducted through the General
Resources Account to obtain its own currency or a freely
usable currency at the option of the Fund; or

(ii) obtain special drawing rights in a transaction with the Fund
conducted through the General Resources Account for a
currency acceptable to the Fund to meet any charges or
installment due under an agreement or the provisions of
Schedule H.
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(d) Liquidation of the Special Drawing Rights Department shall be
administered in accordance with the provisions of Schedule I.

Article XXVI
Withdrawal from Membership

Section 1. Right of members to withdraw

Any member may withdraw from the Fund at any time by transmitting
a notice in writing to the Fund at its principal office. Withdrawal shall
become effective on the date such notice.is received.

Section 2. Compulsory withdrawal

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

(b) If, after the expiration of a reasonable period the member persists
in its failure to fulfill any of its obligations under this Agreement, that
member may be required to withdraw from membership in the Fund by a
decision of the Board of Governors carried by a majority of the
Governors having eighty-five percent of the total voting power.

(c) Regulations shall be adopted to ensure that before action is taken
against any member under (a) or () above, the member shall be informed
in reasonable time of the complaint against it and given an adequate
opportunity for stating its case, both orally and in writing.
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Section 3. Settlement of accounts with members withdrawing

When a member withdraws from the Fund, normal operations and
transactions of the Fund in its currency shall cease and settlement of all
accounts between it and the Fund shall be made with reasonable despatch
by agreement between it and the Fund. If agreement is not reached

promptly, the provisions of Schedule J shall apply to the settlement of
accounts.

Article XXVII
Emergency Provisions

Section 1. Temporary suspension

(@) In the event of an emergency or the development of unforeseen
circumstances threatening the activities of the Fund, the Executive
Board, by an eighty-five percent majority of the total voting power, may
suspend for a period of not more than one year the operation of any of
the following provisions:

(i) Article V, Sections 2, 3, 7, 8(a)(i) and (e);

(ii) Article VI, Section 2;

(iii) Article XI, Section I;
(iv) Schedule C, paragraph 5.

(b) A suspension of the operation of a provision under (@) above may
not be extended beyond one year except by the Board of Governors
which, by an eighty-five nercent majority of the tatal vating power, may
extend a suspension for an additional period of not more than two years
if it finds that the emergency or unforeseen circumstances referred to in

(a) above continue to exist.
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(¢) The Executive Board may, by a majority of the total voting power,
terminate such suspension at any time.

(d) The Fund may adopt rules with respect to the subject matter ofa
provision during the period in which its operation is suspended.

Section 2. Liguidation of the Fund

(a) The Fund may not be liquidated except by decision of the Board of
Governors. In an emergency, if the Executive Board decides that
liquidation of the Fund may be necessary, it may temporarily suspend all
operations and transactions, pending decision by the Board of Gov-
ernors.

(b) If the Board of Governors decides to liquidate the Fund, the Fund
shall forthwith cease to engage in any activities except those incidental to
the orderly collection and liquidation of its assets and the settlement of its
liabilities, and all obligations of members under this Agreement shall
cease except those set out in this Article, in Article XXIX (¢), in
Schedule J, paragraph 7, and in Schedule K.

(¢) Liquidation shall be administered in accordance with the provi-
sions of Schedule K.

Article XXVIII
Amendments

(a) Any proposal to introduce modifications in this Agreement,
whether emanating from a member, a Governor, or the Executive Board,
shall be communicated to the chairman of the Board of Governors who
shall bring the proposal before the Board of Governors. If the proposed





