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CHAPTER VI - FINANCE

Article 22

Finance

1. There shall be kept two accounts - the administrative account and the buffer
stock account - for the administration and operation of this Agreement.

2. The expenses necessary for the administration and operation of this Agreement,
excluding those attributable to the operation and maintenance of the buffer stock
instituted under article 30,shall be brought into the administrative account and
shall be met by annual contributions from members assessed in accordance with
article 23. If, however, a member requests special services, the Council may
require that member to pay for them.

3.  Any expenditure which is attributable to the operation and maintenance of the
buffer stock under article 33 shall be brought into the buffer stock account.

The liability of the buffer stock account for any expenditure other than that
specified in article 33 shall be decided by the Council.

4. The financial year of the Organization shall be the same as the cocoa year.
5. The expenses of delegations to the Council, to the Executive Committee and to

any of the committees of the Council or of the Executive Committee shall be met by
the members concerned.
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Article 23

Approval of the administrative budget and
assessment of contributions

1. During the second half of each financial year, the Council shall approve the
administrative budget of the Organization for the following financial year, and
shall assess the contribution of each member to that budget.

2. The contribution of each member to the administrative budget for each
financial year shall be in the proporticn which the number of its votes at the
time the administrative budget for that financial year is approved bears to the
total votes of all the members., For the purpose of assessing contributions, the
votes of each member shall be calculated without regard to the suspension of any
member's voting rights and any redistribution of votes resulting therefrom.

3. The initial contribution of any member joining the Organization after the
entry into force of this Agreement shall be assessed by the Council on the basis
of the number of votes to be held by that member and the period remaining in the
current financial year, but the assessment made upon other members for the
current financial year shall not be altered.

4. If this Agreement enters into force before the beginning of the first full
financial year, the Council shall, at its first session, approve an

administrative budget covering the period up to the commencement of the first full
financial year.

Article 2

P; nt of contributions to the

administrative budget

1. Contributions to the administrative budget for each financial year shall be
payable in freely convertible currencies, shall be exempt from foreign exchange
restrictions and shall become due on the first day of that financial year.
Contributions of members in respect of the financial year in which they join the
Organization shall be due on the date on which they become members.
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2. Contributions to the administrative budget approved under paragraph 4 of
article 23 shall be payable within three months of the date of assessment.

3. If, at the end of five months after the beginning of the financial year or,
in the case of a new member, five months after the Council has assessed its
contribution, a member has not paid its full contribution to the administrative
budget, the Executive Director shall request that member to make payment as
quickly as possible. If, at the expiration of two months after the request of
the Executive Director, that member has still not paid its contribution, the
voting rights of that member in the Council and the Executive Committee shall be
suspended until such time as it has made full payment of the contribution.

4. A member whose voting rights have been suspended under paragraph 3 of this
article shall not be deprived of any of its other rights or relieved of any of its
obligations under this Agreement unless the Council, by special vote, decides
otherwise. It shall remain liable to pay its contribution and to meet any other
financial obligations under this Agreement.

Article 25

Audit and publication of accounts

1. As snon as possible, but not later than six months after the close of each
financial year, the ement of the Organization's accounts for that financial
year and the balance-sheet at the close of that financial year under each of the
accounts referred to in paragraph 1 of article 22 shall be audited. The audit
shall be carried out by an independent auditor of recognized standing in

n4<n|
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co-operation with two qualified auditors from member Governments, one from
exporting members and one from importing members, to be elected by the Council
for each financial year. The auditors from member Governments shall not be paid
by the Organization.

2. The terms of appointment of the independent auditor of recognized standing,
as well as the intentions and objectives of the audit, shall be laid down in the
financial regulations of the Organization. The audited statement of the
Organization's accounts and the audited balance-sheet shall be presented to the
Council at its next regular session for approval.

3. A summary of the audited accounts and balance-sheet shall be published.

CHAPTER VII - PRICES, BUFFER STOCK AND SUPPLEMENTARY MEASURES

Article 26

Daily price and indicator price

In For the purposes of this Agreement, the price of cocoa beans shall be
determined by reference to a daily price and an indicator price.

2, The daily price shall, subject to paragraph 4 of this article, be the
average taken daily of the quotations for cocoa beans of the nearest three
active future trading months on the New York Cocoa Exchange at noon and on the
London Cocoa Terminal Market at closing time. The London prices shall be
converted to United States cents per pound by using the current six months
forward rate of exchange published in London at closing time. The Council shall
decide the method of calculation to be used when the quotations on only one of
these two cocoa markets are available or when the London Exchange Market is
closed., The time for shift to the next three-month pericd shall be the
fifteenth of the month immediately preceding the nearest active maturing month.

3. The indicator price shall be the average of the daily prices over a period
of five consecutive market days. Any reference in this Agreement to the
indicator price being at, below or above any figure means that the average of the
daily prices of the previous five consecutive market days was at, below or above
that figure. The Council shall adopt rules to implement the provisions of this
paragraph.
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4. The Council may, by special vote, decide on any other methods of determining
the daily price and the indicator price if it considers such methods to be more
satisfactory than those set out in paragraphs 2 and 3 of this article.

Article 27
Prices

1. For the purposes of this Agreement, there shall be established: a minimum
price of 100 United States cents per pound, a maximum price of 160 United States
cents per pound, a lower intervention price of 110 United States cents per pound
and an upper intervention price of 150 United States cents per pound.

2. (a) Each cocoa year, at its second regular session, the Council shall
review and may, by special vote, revise the prices established under paragraph 1
of this article.

(b) In conducting this review, the Council shall take into consideration the
trend of cocoa prices, consumption, production, stocks, the influence on cocoa
prices of changes in the world econamic situation or monetary system and any other
factors which might affect the achievement of the objectives set out in this
Agreement., The Executive Director shall supply the data necessary for the
appropriate consideration of the foregoing elements.

nH<H
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3. (a) If net buffer stock purchases exceeding 100,000 tonnes have taken place
within any period not exceeding 12 consecutive months since the date of entry into
force of this Agreement or, if prices have been revised, the date of the last
revision, the Council shall meet in special session within 10 working days.

Unless the Council, by special vote, decides otherwise, the intervention prices
shall be reduced by 4 United States cents per pound.

(b) 1If, subsequently, additional net buffer stock purchases exceeding
75,000 tonnes have taken place within any period not exceeding 12 consecutive
months, the Council shall meet in special session within 10 working days.
Unless the Council, by special vote, decides otherwise, the intervention prices
shall be reduced by 4 United States cents per pound.

4. (a) 1If net buffer stock sales exceeding 100,000 tonnes have taken place
within any period not exceeding 12 consecutive months since the date of entry
into force of this Agreement or, if prices have been revised, the date of the
last revision, the Council shall meet in special session within 10 working days.
Unless the Council, by special vote, decides otherwise, the intervention prices
shall be raised by 4 United States cents per pound.

(b) 1If, subsequently, additional net buffer stock sales exceeding
75,000 tonnes have taken place within any period not exceeding 12 consecutive
months, the Council shall meet in gpecial session within 10 working days. Unless
the Council, by special vote, decides otherwise, the intervention prices shall be
raised by 4 United States cents per pound.

(¢) If the quantity of cocoa in the buffer stock is such as to render
inoperative the provisions of subparagraphs (a) and (b) above, the following
provision shall apply: if, on the day of the commencement of any regular session
of the Council, the indicator price is at or above the upper intervention price and
has on average been so for 60 consecutive market days, the intervention prices
shall be raised by 4 United States cents per pound, unless the Council, by special
vote, decides otherwise.

5. There shall be no more than two consecutive price revisions in the same
direction under paragraph 3 or paragraph 4 of this article during the first three
years of this Agreement,

6. In exceptional circumstances, such as those referred to in article 38, the
Council shall review and may, by special vote, revise the prices stated in
paragraph 1 of this article. In conducting this review, the Council shall also
take into consideration the elements mentioned in paragraph 2(b) of this article.

7. The provisions of article 72 shall not be applicable to the revision of
prices under this article.
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Article 28
Conversion factors

1, For the purpose of determining the beans equivalent of cocoa products, the
following shall be the conversion factors: cocoa butter 1.33; cocoa cake and
powder 1.18; cocoa paste and nibs 1.25. The Council may determine, if
necessary, that other products containing cocoa are cocoa products, The
conversion factors for cocoa products other than those for which conversion
factors are set out in this paragraph shall be fixed by the Council.

2. The Council may, by special vote, revise the conversion factors in
paragraph 1 of this article.

Article 2
Fine or flavour cocoa

1. Notwithstanding article 35, the provisions of this Agreement concerning
contributions for financing the buffer stock shall not apply to fine or flavour
cocoa from any exporting member listed in paragraph 1 of annex C whose production
is exclusively of fine or flavour cocoa.

2. Paragraph 1 of this article shall also apply in the case of any exporting
member listed in paragraph 2 of annex C, part of whose production consists of fine
or flavour cocoa, to the extent of the proportion of its production stated in
paragraph 2 of annex C. With regard to the remaining proportion, the provisions
of this Agreement concerning contributions for financing the buffer stock and
other limitations of this Agreement shall apply.
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3. The Council may, by special vote, revise annex C.

4. If the Council finds that the production of, or export from, countries listed
in annex C has risen sharply, it shall take appropriate steps to ensure that no
abuse or evasion of this Agreement is taking place.

5. Each member undertakes to require the presentation of an authorized Council
control document before permitting the export of fine or flavour cocoa from its
territory., Each member undertakes to require the presentation of an authorized
Council control document before permitting the import of fine or flavour cocoa
into its territory. The Council may, by special vote, suspend all or part of
the provisions of this paragraph.

Article 30

Institution of the buffer stock

1. A buffer stock arrangement is hereby instituted. The capacity of the

buffer stock shall be 250,000 tonnes of cocoa beans equivalent. If, under the
provisions of article 71, the Council decides to extend this Agreement for two
years, the capacity of the buffer stock may be increased by special vote of the
Council, provided that such an increase shall not exceed a total of 100,000 tonnes
of cocoa beans equivalent.

2. The Buffer Stock Manager shall purchase and hold cocoa beans but, under
conditions to be determined by the Council, may also purchase and hold up to
10,000 tonnes of cocoa paste. If problems of trading or storage of this cocoa
paste should arise in this experiment, the provisions of this paragraph shall be
suspended by the Council for further examination at its next regular session.
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3. The Manager shall, in accordance with rules established by the Council, be
responsible for the operation of the buffer stock and for buying cocoa, selling
and maintaining in good condition stocks of cocoa and, without incurring market
risks, replacing lots of cocoa in accordance with the relevant provisions of this

Agreement,

Article 31

Financing of the buffer stock

1. In order to finance its operations, the buffer stock account shall receive
regular income in the form of contributions charged on cocoa in accordance with
the provisions of article 35.

2. The Buffer Stock Manager shall keep the Executive Director and the Council
informed of the financial position of the buffer stock:

(a) If the financial position of the buffer stock is, or appears likely to
be, insufficient to finance its operations, the Manager shall so inform the
Executive Director. The Executive Director shall call a special session of the
Council within 14 days unless the Council is otherwise scheduled to meet within
30 days., The Council may authorize the Manager to borrow funds commercially in
freely convertible currency from appropriate sources. The Manager may secure
such loans through warehouse warrants issued on cocoa held by the buffer stock.
Any such loans shall be repaid out of the proceeds of contributions and of the
sale of cocoa by the buffer stock, and out of miscellaneous income of the buffer
stock, if any. Individual members shall not be responsible for the repayment of
such lecans;

(b) Within approximately 12 months after entry into force of this Agreement,
the Council shall, by special vote, decide on recommendations to members for
possible arrangements for any additional financing required, other than that
provided for under subparagraph (a) above. Any such recommendations by the
Council shall take into account the limitations of the constituticnal and/or
legislative procedures of members.
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Article 32

Relationship with the Common Fund for Commodities

When the Common Fund for Commodities becomes operational, the Council shall
have the authority to negotiate the modalities and, upon decision taken by special
vote, implement the required measures for association with the Fund according to
the principles set out therein, with a view to making full use of the financial
possibilities offered by the Fund.

Article 33

Cost of operating and maintaining the buffer stock

The cost of operating and maintaining the buffer stock, including:

(a) The remuneration of the Buffer Stock Manager and members of the staff
who operate and maintain the buffer stock, the cost to the Organization of
administering and controlling the collection of contributions and interest or
capital charges due on sums borrowed by the Council; and

n4 |
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(b) Other costs such as the cost of transportation and insurance from the
f.o0.b. point into the buffer stock storage point, storage including fumigation,
handling charges, insurance, management and inspection and any expenditure
incurred in replacing lots of cocoa to maintain their condition and value;

shall be met out of the regular source of income from contributions as provided
for in article 35 or loans or the proceeds of resale.

Article 34

Investment of surplus buffer stock funds

1. Part of the funds of the buffer stock as are temporarily surplus to that
required to finance its operations may be suitably deposited in importing and
exporting member countries in accordance with rules established by the Council.

2.  These rules shall take into account, inter alia, the liquidity necessary for
the full operation of the buffer stock and the desirability of maintaining the
real value of the funds.

Article 35

Contributions for financing the buffer stock

1. The contribution charged on cocoa either on first export by a member or on
first import by a member shall be 1 United States cent per pound of cocoa beans
and proportionately on cocoa products in accordance with article 28. In any
case the contribution shall be charged only once, For this purpose, imports of
cocoa by a member from a non-member country shall be deemed to have originated
from that non-member unless satisfactory evidence is given that such cocoa
originated from a member. The Council shall review annually the buffer stock
contribution and, notwithstanding the provisions of the first sentence of this
paragraph, may, by special vote, determine a different rate of contribution or
decide to suspend the contribution in the light of the financial resources and
obligations of the Organization in relation to the buffer stock.

2. Certificates of contribution shall be issued by the Council in accordance
with the rules which it shall establish, Such rules shall take into account
the interests of the cocoa trade and shall cover, inter alia, the possible use
of agents and the payment of contributions within a given time limit,
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3. Contributions under this article shall be payable in freely convertible
currencies and shall be exempt from foreign exchange restrictions,

4. Nothing contained in this article shall affect the right of any buyer or

seller to regulate the terms of payment for supplies of cocoa by agreement
between them.

Article 36

Buffer stock purchases

1.  When the indicator price is above the lower intervention price, the Buffer
Stock Manager shall purchase cocoa only in so far as it is necessary to rotate
cocoa, already held in the buffer stock, in order to preserve quality. The
rotation programme shall be submitted by the Manager for approval by the Council.

2. When the indicator price is at or below the lower intervention price, the
Manager shall purchase, in accordance with rules established by the Council, such
quantities of cocoa as are necessary so that the indicator price rises above the
lower intervention price.

3. If, 20 market days after the commencement of purchases under paragraph 2 of
this article, the indicator price is not above the lower intervention price, the
Council shall meet in special session to review the operations of the buffer
stock and to give further instructions to the Manager as to the necessary action
to be taken to ensure that the indicator price does rise above the lower
intervention price.
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2. When the indicator price is at or above the upper intervention price, the
Manager shall sell, in accordance with rules established by the Council, such
quantities of cocoa as are necessary so that the indicator price falls below the
upper intervention price,

3. If, 20 market days after the commencement of sales under paragraph 2 of this
article, the indicator price is not below the upper intervention price, the
Council shall meet in special session to review the operations of the buffer
stock and to give further instructions to the Manager as to the necessary action
to be taken to ensure that the indicator price does fall below the upper
intervention price.

4. When the Manager has sold all the supplies of cocoa at his disposal, the
Council shall meet in special session within 10 working days to review the market
situation and to decide, by special vote, on appropriate corrective measures;
these may include a possible upward revision of prices,

5. The Manager shall sell cocoa at prevailing market prices.
6. In making sales in accordance with paragraphs 2 and 3 of this article, the
Manager shall, in accordance with rules established by the Council, sell through

normal trade channels to firms and organizations in member countries, but mainly
in importing member countries, engaged in the trade in or processing of cocoa.

Article 38

Changes in the exchange rates of currencies

1. A special session of the Council shall be called by the Executive Director
either on his own initiative or at the request of members in accordance with
paragraph 2 of article 9, if conditions on the foreign exchange markets are such

P
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as to have important implications for the price provisions of this Agreement.
Special sessions of the Council under this paragraph shall be convened within
four working days.

2. After calling such a special session and pending its outcome, the
Executive Director and the Buffer Stock Manager may take such minimum interim
measures as they consider necessary to avoid serious disruption of the effective
functioning of this Agreement on account of conditions on the foreign exchange
markets. In particular, they may, after consultation with the Chairman of the
Council, temporarily restrict or suspend operations of the buffer stock.

3. After consideration of the circumstances, including a review of the interim
measures that may have been taken by the Executive Director and the Manager and of
the potential effect that conditions on the foreign exchange markets mentioned
above may have on the effective operation of this Agreement, the Council may, by
special vote, take any necessary corrective measures.

Article 39

Liguidation of the buffer stock

If this Agreement is to be replaced by a new agreement which includes
provisions relating to the buffer stock, the Council shall make such arrangements
as it considers appropriate regarding the continued functioning of the buffer
stock,

2. If this Agreement terminates without being replaced by a new agreement which
includes provisions relating to the buffer stock, the following provisions shall

apply:

(a}) No further contracts shall be made for the purchase of cocoa for the
buffer stock. The Buffer Stock Manager shall, in the light of current market
conditions, dispose of the buffer stock in accordance with the rules laid down by
the Council by special vcte on the entry into force of this Agreement, unless, prior
to the termination of this Agreement, the Council revises these rules by special
vote. The Manager shall retain the right to sell cocoa at any time during
liquidation to meet the costs thereof;
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(b) The proceeds of sales and monies standing to the account of the buffer
stock shall be used to pay, in the following order:

(i) The costs of liguidation;

(ii) Any outstanding balance of, plus interest on, any loan incurred by or on
behalf of the Organization in respect of the buffer stock;

(c) Any monies remaining after payments have been made under subparagraph (b)
above shall be paid to the exporting members concerned in proportion to the
contribution-paid experts of each such exporting member; except that the
proportion of monies attributable to contributions paid on imports under this
Agreement in relation to other funds shall be identified and distributed nnder
rules established by the Council,

Article 40

Supplementary measures to defend the minimum and maximum prices

1. In the event that the buffer stock arrangement estadlished under this
Agreement, after the full utilization of its initial capacity of 250,000 tonnes,
proves to be inadequate to maintain the price of cocoa beans between the minimum
and maximum prices of this Agreement, the Council may, by special vote, institute
supplementary measures.

2. The Council shall establish rules for the implementation of the supplementary
measures referred to in paragraph 1 of this article,
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Article 41

Consultation and cowoperation within the cocoa econo

1. The Council shall encourage members to seek the views of experts in cocoa
matters,

2. In fulfilling their obligations under this Agreement, members shall conduct
their activities in a manner consonant with the established channels of trade and
shall take due account of the legitimate interests of all sectors of the cocoa
economy .

3, Members shall not interfere with the arbitration of commercial disputes
between cocoa buyers and sellers if contracts cannot be fulfilled because of
regulations established in order to implement this Agreement, nor place
impediments in the way of the conclusion of arbitration proceedings. The
requirement that members comply with the provisions of this Agreement shall not be
accepted as grounds for non-fulfilment of contract or as a defence in such cases.

CHAPTER VIII - REPORTING OF EXPORTS AND IMPORTS,
AND CONTROL MEASURES

Article 42

Reporting of exports and imports

1. The Executive Director shall, in accordance with rules establighed by the
Council, maintain a record of members' exports and imports of cocoa.

2. For this purpose, each member shall report to the Executive Director the
quantities of its exports of cocoa by country of destination and the quantities of
its imports of cocoa by country of origin, at such intervals as the Council may
determine, together with such cther data as the Council may prescribe.
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Article 43
Control measures

1. Each member exporting cocoa shall require the presentation of an authorized
Council control document and, if applicable, a valid certificate of contribution,
before permitting the shipment of cocoa from its customs territory. Each member
importing cocoa shall require the presentation of an authorized Council control
document and, if applicable, a valid certificate of contribution, before permitting
the import of any cocoa into its customs territory whether from a member or a
non-member.

2. Certificates of contribution shall not be required for exports by exporting
members for humanitarian or other non-commercial purposes in so far as the Council
is satisfied that the cocoa has been exported for those purposes. The Council shall
arrange to issue appropriate control documents to cover such shipments.

3. The Council shall, by special vote, establish such rules as it considers
necessary in respect of certificates of contribution and other authorized Council
control documents.

4. For fine or flavour cocoa, the Council shall establish such rules as it
considers necessary in respect of the simplification of the procedure for authorized
Council control documents, taking into account all relevant factors.

5. The Council may, by special vote, suspend all or part of the provisions of
this article.

CHAPTER IX - SUPPLY AND DEMAND

Article

Co-operation among members

nPK
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1. Members recognize the importance of ensuring the greatest possible growth of
the cocoa economy and therefore of co-ordinating their efforts to encourage the
dynamic expansion of production and consumption so as to secure the best equilibrium
between supply and demand. They shall co-operate fully with the Council in the
attainment of this objective.

2. The Council shall identify the obstacles to the harmonious development and the
dynamic expansion of the cocoa economy and shall seek mutually acceptable practical
measures designed to overcome these obstacles. Members shall endeavour to apply
the measures elaborated and recommended by the Council.

3.  The Organization shall collect and keep up to date the available information
needed to establish, in the most reliable way, the world's current and potential
consumption and production capacity. Members shall co-operate fully with the
Organization in the preparation of these studies.

Article 45
Production and stocks

1. FEach exporting member may develop a programme to adjust its production, in
order that the objective set forth in article 44 may be attained. Each exporting
member concerned shall be responsible for the policies and procedures it applies
to attain this objective and shall endeavour to inform the Council of such
measures on as regular a basig as possible.

2. On the basis of a detailed report presented by the Executive Director at

least once a year, the Council shall review the general situation regarding cocoa
production, evaluating particularly the development of global supply in the light
of the provisions of this article. The Council may make recommendations to members
based on this evaluation. The Council may establish a Committee to assist it in
respect of this article.

3. The Council shall review annually the level of stocks held throughout the
world and make any necessary recommendations based on this review.
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Assurance of supplies and access to markets
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Agreement may be attained. In particular, they recognize that regular supplies of
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Article 4
Congumption

1. All members shall endeavour to promote the expansion of cocoa consumption in
accordance with their own means and methods.

2. All members shall endeavour to inform the Council on as regular a basis as
possible of pertinent domestic regulations and information concerning cocoa
consumption.

3. On the basis of a detailed report presented by the Executive Director, the
Council shall review theé general situation regarding cocoa consumption, evaluating
particularly the development of global demand in the light of the provisions of
this article. The Council may make recommendations to members based on this
evaluation.

4. The Council may establish a committee whose aim shall be to stimulate the
expansion of consumption of cocoa in both exporting and importing member countries.
Membership of the committee shall be limited to members contributing to the
promotion programme. Costs of such promotion programmes shall be met by
contributions from exporting members.
financially. The committee shall seek the approval of a member before conducting
a campaign in the territory of that member.

Importing members may also contribute

Article 48

Cocoa substitutes

1. Members recognize that the use of substitutes may prejudice the expansion of
cocoa consumption. In this regard, they agree to establish regulations on cocoa
products and chocolate or to adapt existing regulations, if necessary, so that the
said regulations shall prohibit materials of non-cocoa origin from being used in
place of cocoa to mislead the consumer.





