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ARTICLES OF A G R E E ~ T  

INTERNATIONBL BANK 
FOR 

RECOSSTRUCTION AND DEVELOPMENT 

The Governments on whose behalf the present Agree- 
ment is signed agree as follows : 

Introductory Article 

The International Bank for Reconstruction and De- 
velopment is established and shall operate in accordance 
with the following provisions: 

Article I. Purposes 

The purposes of the Bank are: 

(i) To assist Fn the reconstruction and development 
of territories of members by facilitating the in-iesr- 
ment of capital for productive purposes, including 
the restoration of economies destroyed or disrupted 
by mar, the reconversion of productive facilities to 
peacetime needs and the encouragement of the de- 
velopment of productive facilities and resources in 
less developed countries. 

(ii) To promote private foreign investment by mem 
of guarantees or participations in loans and other 
investments made by private investors ; and when 
private capital is not available on reasonable terms, 
to supplement private investment by providing, on 
suitable conditions, finance for productive purposes 
out of its own capital, funds raised by it and its 
other resources. 

(iii) To promote the long-range balanced growth of 
international trade and the maintenance of equilib- 
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r i m  in balances of payents  by encouraging inter- 
national investment for the development of the pro- 
ductive resources of members, thereby assisting in 
raising productivity, the standard of living and con- 
ditions of labor in their territories. 

(iv) To arrange the l o r n  made or guaranteed by it in 
relation to international loans through other channels 
so that the more useful and urgent projects, large i 

and small alike, will be dealt with first. 1 
(v) To conduct its operations with due regard to the i 

b effect of international investment on business con- I~ 

ditions in the territories of members and, in the irn- * 
t'; 

mediate post-war pa r% to assist in bringing about .$ 

a smooth transition from a wartime t o  a peacetime ;i 
economy. 

Y. 

The Bank shall be guided in all its decisions by the pur- 
poses set forth above. ,C 

Article 11. Membership in and Capital of the Bank 

SECTION 1. Membership.-(a) The original members of 
the Bank shall be those members of the International 
Monetary Fund which aecep; membership in the Bank 
before the date specified in Article XI, Section 2 ( e ) .  

(b) Membership shall he open to other members of the 
Fund, at such times and in accordmce with such terms 
as may be prescribed by the Bank. 

SEC. 2. Authorized capital.-(a) The authorized capital 
stock of the Bank shall he $10,000,000,000, in terms of 
United States dollars of the -eight and fmeness in effect 
on July 1, 1944. The capital stock shall be divided into 
100,000 shares having a p2r d u e  of $100,000 each, which 
shall be available for subscription only by members. 

(b) The capital stock may he increased when the Bank 
deems it advisible by a three-fourths majority of the 
total voting power. 

SEC. 3. Subscription of shares.-(a) Each member shall 
subscribe shares of the capital stock of the Bank. The 
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minimum number of shares to be subscribed by the origi- 
nal members shall be those set forth in Schedule A. The 
minimum number of sham to be subscribed by other 
members shall be determined by the Bank, which shall 
reserve a sficient portion of its capital stock for sub- 
scription by such members. 

( 6 )  The Bank shall prescribe rules laying down the 
conditions under which members may subscribe shares 
of the authorized capital stock of the Bank in addition 
to their minimum subscriptiom. 

(c) If the authorized capital stock of the Bank is in- 
creased, each member shall hare a reasonable oppor- 
tunity to subscribe, under such conditions as the Bank 
shall decide, a proportion of the increase of stock equira- 
lent to the proportion which irs stock theretofore sub- 
scribed bears to the total capiid stock of the Bank, but 
no member shall be obligated :o subscribe any part of the 
increased capital. 

SEC. 4. Issue price of s7zares.-Shares included in the 
minimum subscriptions of ori,&al members shall be 
issued at par. Other shares &al l  be issued at par unless 
the Bank by a majority of the ioral ~ o t i n g  power decides 
in special circumstances to i s ~ e  them on other terms. 

SEC. 5. Division and calls of sztbscrz'bed capital.-The 
subscription of each member shall be divided into tmo 
parts as follows : 
(i) twenty percent shall be paid o r  subject to call under 

Section 7 (i) of this h i d e  as needed by the Bank 
for its operations ; 

(ii) the remainling eighty percent shall be subject to call 
by the Bank only when required to meet obligations 
of the Bank created under Article IT, Sections 1 (a) 
(ii) and (iii). 

Calls on unpaid subscriptions shall be uniform on all 
shares. 





gold reserves which are still seized or immobilized 
as a result of the war may postpone all payment until 
such date as the Bank shall decide. 

(b) The remainder of the price of each share payable 
under Section 7 (i) of this M c l e  shall be paid as and 
when called by the Bank, p ro~ded  that 

(i) the Bank shall, within one Fear of its beginning oper- 
ations, call not less than eight percent of the price 
of the share in addition to  the payment of two per- 
cent referred to in (a) above; 

(ii) not more than five percent of the price of the share 
shall be called in any period of three months. 

SEC. 9. Maintenance of vcrrzie of certain currency hold- 
ings of the Bank.-(a) IVhenerer (i) the par value of 
a member's currency is reduced, or (ii) the foreign ex- 
change value of a member's currency has, in the opinion 
of the Bank, depreciated to a si,gnificant extent within 
that member's territories, tlie member shall pay to the 
Bank within a reasonable b h e  an additional amount of its 
own currency sufficient to maintain the value, as of the 
time of initial subscription, of the amount of the currency 
of such member, which is held bp the Bank and derived 
from currency originally paid in to the Bank by the mem- 
ber under Article 11, Section 7 (i), from currency re- 
ferred to in Article IT, Section 9 (b), or from any addi- 
tional currency furnished under the provisions of the 
present paragraph, and which has not been repurchased 
by the member for gold or for the currency of any mem- 
ber which is acceptable to the Bank. 

(b) Whenever the par value of a member's currency is 
increased, the Bank shall retarn to such member within 
a reasonable time an amount of that member's currency 
equal to the increase in the r a h e  of the amount of such 
currency described in (a) above. 

(c) The provisions of the preceding paragraphs may 
be waived by the Bank when a uniform proportionate 
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change in the par values of the currencies of all its mem- 
bers is made by the International Monetary Fund. 

SEC. 10. Restriction on dkposal of shares.-Shares shall 
not be pledged or encumbered in any manner whatever 
and they shall be transferable only to the Bank. 

Article 111. General Provisions Relating to Loans and 
Guarantees 

S ~ c n o ~  1. Use of resources.-(a) The resources and 
the facilities of the Bank &all be used exclusively for the 
benefit of members with equitable consideration to proj- 
ects for development and projects for reconstruction 
alike. 

( b )  For the purpose of facilitating the restoration and 
reconstruction of the econom? of members whose metro- 
politan territories have su5ered great devastation from 
enemy occupation or hostilides: the Bank, in determining 
the conditions and terms of loans made to such members, 
shall pay special regard to  iirktening the financial burden 
and expediting the comp1e;;ion of such restoration and 
reconstruction. 

SEC. 2. Dealings beheen members and the Bank.- 
Each member shall deal viirh the Bank only though its 
Treasury, central bank, s~biiization fund or other sim- 
ilar fiscal agency, and the Bmk shall deal with members 
only by or through the same agencies. 

SEC. 3. Limitations on gztarantees and borrowings of 
the Bank.-The total amom; outstanding of guarantees, 
participations in loans and ciirect loans made by the Bank 
shall not be increased at an? time, if by such increase 
the total would exceed one h-mdred percent of the un- 
impaired subscribed capita?, reserves and surplus of the 
Bank. 

SEC. 4. Conditions on tc7iich the Bank may guarantee 
or make loans.-The Bank ma? guarantee, participate in, 
or make loans to any member or any political subdivision 
thereof and any business, industrial, and agricultural 
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enterprise in the territories of a member, subject to the 
following conditions : 

(i) When the member in mhose territories the project 
is located is not itself the borrower, the member or 

the central bank or some comparable agency of the 
member which is acceptable to the Bank, fully 
guarantees the repayment of the principal and the 
payment of interest and other charges 'on the loan. 

(ii) The Bank is satisfied that in the prevailing market 
conditions the b o r r o ~ e r  nould be unable otherwise 
to obtain the loan wider conditions which in the 
opinion of the Bank are reasonable f o r  the bor- 
rower. 

(1%) A competent committee, as provided for in Article 
V, Section 7, has submitted a mi t t en  report recom- 
mending the project after a careful study of the 

merits of the proposaL 
(iv) I n  the opinion cf the Bank the rate of interest 

and other charges are reasonable and such rate, 
charges and the schedule for repayment of principal 
are appropriate to the project. 

(v) I n  making or guaranteeing a loan, the Bank shall 
pay due regard to the prospects that the borrower, 
and, if the borrower is not a member, that the 
guarantor, will be in position to meet its obligations 
under the loan; and the Badc shall act prudently in 
the interests both of the particular member in whose 
territories the project is located and of the members 
as a whole. 

(vi) In  guaranteeing a loan made by other investors, the 
Bank receives suitable compensation fo r  its risk. 

(vii) Loans made or guaranteed by the Bade shall, except 
in special circumstances, be for the purpose of spe- 
cific projects of reconstruction or development. 

SEC. 5. Use of loans guuranteed, participated ifi or 
made 69  the Bank.-(a) The Bank shall impose no con- 
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ditions that the proceeds of a loan shall be .spent in the 
i , !  territories of any particular member or members. 
I ;  (6) The Bank shall make arrangements to ensure that 

the proceeds of any loan are used only for the purposes ,-- 

i for which the loan was granted, with due attention to con- , !: 

siderations of economy and aciency and without regard 
to political or other non-economic influences or considera- 
tions. 

r 

( c )  I n  the case of loans made by the Bank, it shall open 
an account in the name of the borrower and the amount 
of the loan shall be credited to this account in the cur- 
rency or currencies in  which the loan is made. The bor- 
rower shall be permitted by the Bank to draw on this 
account only to meet expenses in connection with the 
project as they are actually incurred. 

Article IV. Operations 
. .-. 

SECTION 1. Methods of ntakiwg or facilitating Zoms.- $,, 
! ; .$I. 

( a )  The Bank may make or facilitate loans which satisfy 1 ,a , *>,. 
the general conditions of Article 111 in any of the follow- , .,. 

ing ways : ." . . 

(i) By making or participating in direct loans out of its 
own funds corresponding to its unimpaired paid-up 
capital and surplus and, subject to Section 6 of this 
Article, to its reserves. 

(ii) By making or participating in direct loans out of 
funds raised in the market of a member, or other- 
wise borrowed by the Bank. 

(iii) By guaranteeing in vihole or in part loans made by 
private investors through the usual investment chan- 
nels. 

( 5 )  The Bank may borrow funds under ( a )  (ii) above 
or guarantee loans under (a) (iii) above only with the 
approval of the member in whose markets the funds are 
raised and the member in whose currency the loan is 
denominated, and only if those members agree that the 



IV. OPEELk'TTONS 59 

proceeds may be exchanged for the currency of any other 
member without restriction. 

SEC. 2. AvazTability and transferability of currencie.s.- 
(a) Currencies paid into the Bank under Article 11, See- 
tion 7 (i), shall be loaned only mith the approval in each 
case of the member whose currency is involved ; provided, 
however, that if necessary, after the Bank's subscribed 
capital has been entirely called, such currencies shall, 
without restriction by the members whose currencies are 
offered, be used or exchanged for the currencies required 
to meet contractual payments of interest, other charges 
or amortization on the Bank's o m  borrowings, or to  
meet the Bank's liabilities nith respect to such contrac- 
tual payments on loans guaranteed by the Bank. 

(b) Currencies received by the Bank from borrowers 
or guarantors in payment on account of principal of 
direct loam made with currencies referred to in (a) 
above shall be exchanged for the currencies of other 
members or reloaned only with the approval in  each 
case of the members whose currencies are involved; 
provided, however, that if necessary, after the Bank's 
subscribed capital has been entirely called, such curren- 
cies shall, without restriction by the members whose 
currencies are offered, be used or exchanged for the cur- 
rencies required to meet contracrual payments of interest, 
other charges or amortization on the Bank's own borrow- 
ings, or to meet the Bank's liabilities with respect to such 
contractual payments on loans guaranteed by the Bank. 

(c) Currencies received by the Bank from borrowers 
or guarantors in payment on account of principal of 
direct loans made by the Bank under Section 1 ( a )  (ii) 
of this Article, shall be held and used, without restriction 
by the members, to make amortization payments, or to 
anticipate payment of or repurchase part or all of the 
Bank's own obligations. 

(d) All other currencies avdable to the Bank, includ- 
ing those raised in the market or otherwise borrowed 
under Section 1 (a) (ii) of this Article, those obtained 

.c- .......................... ------.-- .... ..... .  ... . .xm--: .-,7- .:. ,.< .: , > . ,  
. - . .  .. . . .  . . . . .  ..-., . . . ;  ,. . . .  . . . 
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by the sale of gold, those received as payments of interest 
and other charges for direct loans made under Sections 
1 (la) (i) '  and (ii), and those received as payments of 
commissions and other charges under Section 1 (a,) (iii), 
shall be used or exchanged for other currencies or gold 
required in the operations of the Bank without restric- 
tion by the members whose currencies are  offered. 

(e) Currencies raised in the markets of members by 
borrowers on loans guarant,eed by the Bank under Sec- 
tion I ( a )  (iii) of this &ticley shall also be used or .:$%: 

) CiP . $., i G 
exchanged for  other currencies without restriction by : i. .d" . .... I - "  ,-ai -,:,a- 
such members. ) &. 

. .9 . :... 
SEC. 3. Provision of cu~re.~t.cies for  direct loans.-The 1 .I$. " .. f o l l o ~ g  provisioiis shall a p p l ~  to direct loans wider v I . ,"* 

f j::.,:., 
Sections 1 (a) (i) and (ii) of this Article. 

j '.? ;,;i:: .. 
(a) The Bank shall furnish the borrower with such cur- i ;;.- ". j .  

rencies of members, other than the member i n  whose terri- , . .. . 
, ,.. 

tories the project is located, as are needed by the borrower ,.%~. 

. . ,<. 

for expenditures to be made in the territories of such other .. ,-., 

members to carry out the purposes of the loan. 
(b)  The Bank may, in  exceptional circumstances when 

local currency required foY the purposes of the loan c m o t  
be raised by the borrower on reasonable terms, pro-ride the 

i 
borrover as part  of the loan m-ith an appropriate amount 
of that currency. 

(c) The Bank, if the project gires rise indirectly to an 
increased need for foreign exchange by the member in whose 
territories the project is located; may in  exceptional circum- 
stances provide the b o r r o ~ e r  as part  of tlie loan with an  
appropriate amount of gold or foreign exchange not in 
excess of the borrower's local expenditure in connection 
with the purposes of the loan. 

(d) The Bank may, in exceptional circumstances, a t  the 
request of a member in  whose territories a portion of t,he 
loan is spent, repurchase with gold or foreign exchange a 
part  of that niember's currency thus spent but in no case 
shall the part  so repurchased exceed the amount by which 
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the expenditure of the loan in those territories gives rise to 
the increased need for f o re ip  exchange. 

SEC. 4. Payment provisions for direct loans.-Loan con- 
tracts under Section 1 ( a )  (i) or (ii) of this Article shall be 
made in accordance with the following payment provisions : 

(a) The terms and conditions of interest and a m o h a -  
tion payments, maturity and dates of payment of each loan 
shall be determined by the Bank. The Bank shall also de- 
termine the rate and any other terms and conditions of 
commission to be charged II? connection with such loan. 

In the case of loans made under Section 1 (a) (ii) of this 
Article during the first ten Fears of the Bank's operations, 
this rate of commission s h d  be not less than one percent 
per annum and not greater than one and one-half percent 
per annum, and shall be charged on the outstanding por- 
tion of m y  such loan. At  he end of this period of ten 
years, the rate of commission map be reduced by the Bank 
with respect both to the outstanding portions of loans 
already made and to future loans, i f  the reserve accumu- 
lated by the Bank under Section 6 of this Article and out 
of other earnings are considered bg. it sufficient to justify a 
reduction. I n  the case of future loans the Bank shall also 
have discretion to increase the rate of commission beyond 
the above limit, if experience indicates that an increase is 
advisable. 

(b) A.ll loan contracts shall stipulate the currency or 
currencies irn which payments under the contract shall be 
made to the Bank. At the option of the borrower, however, 
such payments may be made in gold, or subject to the agree- 
ment of the Bank, in the currency of a member other than 
that prescribed in the contract. 
(i) I n  the case of loms made under Section 1 (a) (i) of 

this Article, the loan contracts shall provide that 
payments to the Bank of interest, other charges and 
amortization shall be made in the currency loaned, 
unless the member whose currency is loaned agrees 
that such payments shall be made in some other 
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specified currency or currencies. These payments, 
subject to the prorisions of Article 11, Section 9 (c), 
shall be equivalent to the value of such contractural 
payments at the time the loans were made, in terms 
of a currency specified for the purpose by the Bank 
by a three-fourths majority of the total voting 
power. 

(ii) I n  the case of loans made under Section 1 (a) (ii) 
of this Article, the total amount outstanding and 
payable to the Bank in any one currency shall at no 
time exceed the total amount of the outstanding 
borrowings made b;r the Bank under Section 1 (a) 
(ii) and payable in the same currency. 

(c) If a member sluffefs from an acute exchange 
stringency, so that the service of m y  loan contracted 
by that member or guaranteed by it or by one of its agen- 
cies cannot be provided in the stipulated manner, the 
member concerned may apply to the Bank for a relaxa- 
tion of the conditiolls of papen t s .  If the Bank is 
satisfied that some relzaatioa is in the interests of the 
particular member and of the operations of the Bank 
and of its menibers as a -hole, it may take action under 
either, or both, of the folloning paragraphs with respect 
t o  the whole, or part, of the annual service: 

(i) The Bank may, in its discretion, make arrangements 
with the member concerned to accept service pay- 
ments on the lorn in the member's currency for pe- 
riods not to exceed t h e e  years upon appropriate 
terms regarding the use of such currency and the 
maintenance of its foreign exchange value ; and for 
the repurchase of such currency on appropriate 
terms .- 

(ii) The Bank mag modify the terms of amortizatioil or 
extend the life of the loan, or both. 

SEC. 5. Guarantees.-(a) I n  guaranteeing a loan 
placed through the usual investment channels, the Bank 
shall charge a guarantee commission payable periodically 



IV. OPERATIONS 63 

on the amount of the loan outstanding at a rate deter- 
mined by the Bank. During the first ten years of the 
Bank's operations, this rate shall be not less than one 
percent per annum and not greater than one and one-half 
percent per annum. At the end of this period of ten 
years, the rate of commission may be reduced by the 
Bank with respect both to the outstanding portions of 
loans already guaranteed and to  future loans if the re- 
serves accumulated by the Bank under Section 6 of this 
Article and out of other earnings are considered by it 
sufficient to justify a reduction. I n  the case of future 
!oms the Bank shall also hare discretion to increase the 
rate of commission beyond the above limit, if experience 
indicates that an increase is ad-iisable. 

(b) Guarantee commissions shall be paid directly to 
the Bank by the borrower. 

( c )  Guarantees by the Bank shall provide that the 
Bank may terminate its liabihtp with respect to interest 
if, upon default by the borroxer and by the guarantor, 
if any, the Bank offers to purchase, at par and interest 
accrued to a date designated in the offer, the bonds o r  
other obligations guaranteed. 

(d) The Bank shall have ~OTF-er to determine any other 
terms and conditions of the guarantee. 

SEC. 6. Special reserve.-The amount of commissions 
received by the Bank under Sections 4 and 5 of this 
Article shall be set aside as a special reserve, which shall 
be kept available for meeting liabilities of the Bank in 
accordance with Section 7 of this Article. The special 
reserve shall be held in such liquid form, permitted under 
this Agreement, 'as the Executive Directors may decide. 

SEC. 7. Methods of meeting liabilities of the  Bank i.12 
case of defaults.-In cases of default on loans made, par- 
ticipated in, or guaranteed by the Bank : 

( a )  The Bank shall make such arrangements as may be 
feasible to adjust the obligations under the loans, includ- 
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ing arrangements under or analogous to those provided in 
Section 4 (c) of this Article. 

(b) The payments in discharge of the Bank7s liabili- 
ties on borowings or guarantees under Section 1 (a) (ii) 
and (iii) of this Article shall be charged: 
(i) first, against the special reserve provided in Section 

6 of this Article ; 
(ii) then, to the extent necessary and a t  the discretion 

of the Bank, against the other reserves, surplus and 
capital available to the Bank. 

I 
(c) Whenever necessary to meet contractual payments 

of interest, other charges or amortization on the Bank's 
o m  borrowings, or to meet the Bank's liabilities with 
respect to similar payments on loans guaranteed by it, 
the Bank may call an  appropriate amount of the unpaid 
subscriptions of members 111 accordance with Article 11, 
Sections 5 and 7. Moreo~er, if it believes that a default i 

may be of long duration, the Bank may call an  additional 
m o u n t  of such unpaid subscriptions not to exceed in  i 

any one year one percent of the total subscriptions of the 
members for  the f olloming purposes : 
(i) To redeem prior to maturity, or otherwise discharge 

i 
its liability on, all or part of the outstanding prin- 
cipal of any loan guaranteed by it in respect of 
which the debtor is in default. 

I 
(ii) To repurchase, or otherwise discharge its liability 

i 
on, all or part of its o m  outstanding borrowings. 

I 1 

SEC. 8. Miscellaneou-s operations.-In addition to the I 

operations specsed elsexhere in this Agreement, the 
Bank shall have the pom-er: 
(i) To buy and sell seeurities it has issued and to buy 

and sell securities rhich it has guaranteed or in 
which it has b e s t e d ,  provided that the Bank 
shall obtain the approval of the member in whose 
territories the securities are to be bought or sold. 

(ii) To guarantee securities in which it has invested for  
the purpose of facilitating their sale. 
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(iii) To borrow the currency of any member with the 
approval of that member. 

(iv) To buy and sell such other securities as h e  Directors 
by a three-fourths majority of the total voting 
power may deem proper for the investment of all or 
part of the special reserve under Section 6 of this 
Article. 

I n  exercising the powers conferred by this Section, the 
Bank may deal with any person, partnership, association, 
corporation or other legal enti'p in the territories of any 
member. 

SEC. 9. Warning to be plnced on securities.-Every se- 
curity guaranteed or issued b~ the Bank shall bear on its 
face a conspicuous statement t o  the effect that it is not an 
obligation of any government unless expressly stated on 
the security. 

SEC. 10. Political actirity p,.ohibited.-The Bank and 
its officers shall not interfere in the political affairs of 
any member; nor shall the7 be influenced in their de- 
cisions by the political character of the member or mem- 
bers 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 Article I. 

Article V. Organization and Management 

SECTION I. Structzcre of the Bank.-The Bank shall have 
a Board of Governors, Executive Directors, a President and 
such other officers and staff to perform such duties as the 
Bank may determine. 

SEC. 2. Board of Goue~)z~rs.-(a) All  the powers of the 
Bank shall be vested in the Board of Governors consisting 
of one governor and one alternate appointed by each mem- 
ber in such manner as it may determine. Each governor 
and each alternate shall serve for five years, subject to the 
pleasure of the member appointing him, and may be reap- 
pointed. No alternate may t-ote except in the absence of 
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(g) Governors and alternates shall serve as such with- 
out compensation from the Bank, but the Bank shall pay 
them reasonable expenses incurred in attending meetings. 

( h )  The Board of Goyerrtors shall determine the re- 
muneration to be paid to the Executive Directors and the 
salary and terms of the contract of service of the Presi- 
dent. 

SEC. 3. Voting.-(a) Ezch member shall have h o  hun- 
dred fifty votes plus one additional vote for each share 
of stock held. 

(6) Except as otherwise specifically provided, all mat- 
ters before the Bank shall be decided by a majority of 
the votes cast. 

SEC. 4. Executive Directors.-(a) The Executice Di- 
rectors shall be responsible for the conduct of the general 
operations of the Bank: an& for this purpose, shall ex- 
ercise all the powers delegated to them by the Board of 
Governors. 

(6) There shall be helve Executive Directors, who 
need not be governors, and of whom: 

(i) five shall be appointed: one by each of the fiye mem- 
bers having the largest number of shares; 

(ii) seven shall be elected according t o  Schedule B by all 
the Governors other than those appointed by the five 
members referred to in (i) above. 

F o r  the purpose of this paragraph, "members" means 
governments of countries mhose names are set forth in 
Schedule A, whether they are original members or be- 
come members in accordance vith Article II, Section 1 
(b) . When governments of other countries become mem- 
bers, the Board of Governors may, by a four-fifths ma- 
jority of the total voting power, increase the total number 
of directors by increasing the number of directors ti, be 
elected. 

Executive directors shall be appointed or  elected every 
two years. 

-- __ - - --- - - - . . 
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(c) Each executive director shall appoint an alternate 
with full power to act for hinz when he is not present. 
When the executive directors appointing them are pres- 

mates may participate in meetings but shall not 

' (d) Directors shall continue in office until their auc- 
cessors are appointed or elected. I f  the office of an 
elected director becomes vacant more than ninety days 
before the end of his term, another director shall be elec- 
ted for the remainder of the telm by the governors who 
elected the former director. A majority of the votes 
cast shall be required for election. While the office 
remains vacant, the alternate of the former director shall 
exercise his powers, except that of appointing an alter- 

(e) The Executive Directors shall function in con- 
tinuous session a t  the principal oEce of the Bank and 
shall meet as often as the business of the Bank may 

(f)  A quorum for any meeting of the Executive 
Directors shall be a majority of the Directors, exercising 
not less than one-half of the total ~ o t i n g  power. 

(g) Each appointed director shall be entitled to cast 
the numl~er of votes allotted under Section 3 of this 
Article t o  the member appointing him. Each elected 
director shall be entitled to cast the nurnber of votes 
which counted toward his election. A11 the votes which 
a director is entitled to cast shall he cast as a unit. 

(h) The Board of Governors shall adopt regulations 
under ~ h i c h  a member not entitled to appoint a director 
under (b) above may send a representative to attend any 
meeting of the Executive Directors  hen a request made 
by, or a matter particularly affecting, that membe~ is 
under consideration. 

(i) The Executive Directors may appoint such com- 
mittees as they deem advisable. Xembership of such 
committees need not be limited to governors or directors 
o r  their alternates. 

% dq 
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SEC. 5. President and staff.-(a) The Executive Di- 
rectors shall select a President who shall not be a gov- 
ernor or an executive director or an alternate for either. 
The President shall be Chairman of the Executive Direc- 
tors, 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 President shall cease to hold office when 

, the Executive Directors so decide. 
(b)  The President shall be chief of the operating 

staff of the Bank and shall conduct, under the direction 
of the Executive Directors, the ordinary business of the 
Bank. Subject to the general control of the Executive 
Directors, he shall be responsible for the organization, 
appointment and dismissal of the officers and staff. 

( c )  The President, officers and staff of the Bank, in the 
discharge of their offices, ovre their duty entirely to the 
Bank and to no other au tho r i~ .  Each member of the 
Bank shall respect the international character of this duty 
and shall refrain from all attempts to iduence any of 
them in the discharge of their duties. 

(d) I n  appointing the officers and staff the President 
shall, subject to the paramount importance of securing 
the highest standards of efficiency and of technical com- 
petence, pay due regard to the importance of recruiting 
personnel on as wide a geographical basis as possible. 

SEC. 6. Advisory Council.-(a) There shall be an Ad- 
visory Council of not less than seven persons selected by 
the Board of Governors including representatives of bank- 
ing, commercial, industrial, labor, and agricultural inter- 
ests, and with as wide a national representation as possible. 

' In those fields where specialized international organi- 
zations exist, the members of the Council representa- 
tive of those fields shall be selected in agreement with such 
organizations. The Council shall advise the Bank on mat- 
ters of general policy. The Council shall meet annually 
and on such other occasions as the Bank may request. 
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( 6 )  Councillors shall serve for two years and may be 
reappointed. They shall be paid their reasonable ex- 
penses incurred on behalf of the Bank. 
SEC. 7. Loan committees.-Tbe committees required to 

report on loans under Article 111, Section 4, shall be ap- 
pointed by the Bank. Each such committee shall include 
an expert selected by the governor representing the mem- 
ber in whose territories the project is located and one or 
more members of the technical staff of the Bank. 
SEC. 8. Relationship to other international organiza- 

tions.-(a) The Bank, within the terms of this Agree- 
mefit, shall cooperate with any general international or- 
ganization and with public international organizations 
ha+g specialized responsibilities in related fields. Any 
arrangements for such cooperation which mould involve 
a modification of any provision of this Agreement may be 
effected only after amendment to this Agreement under 
Article VIII. 

(b)  I n  making decisions on applications for loans or 
guarantees relating to matters directly within the com- 
petence of any international organization of the types 
specified in  the precediug paragraph and participated in  
primarily by members of the Bank, the Bank shall give 
consideration to the views and recommendations of such 
organization. 

SEC. 9. Location of offices.-(a) The principal office of 
the Bank shall be located in the territory of the member 
holding the greatest number of shares. 

( b )  The Bank may establish agencies or branch offices 
in the territories of any member of the Bank. 

SEC. 10. Regional o p e s  and councils.-(a) The Bank 
may establish regional offices and determine the location 
of, and the areas to be corered by, each regional office. - 

(b) Each regional office shall be advised by a regional 
council representative of the entire area and selected in 
such manner as the Bank may decide. 



SEC. 11. Depositories.-(a) Each member shall desig- 
nate its central bank as a depository for all the Bank's 
holdings of its currency or, if it has no central bank, it 
shall designate such other institution as may be acceptable 
to the Bank. 

( b )  The Balk may hold other assets: including gold, in 
depositories designated by the five members having the 
largest number of shares and in such other designated 
depositories as the Bank may select. Initially, at least 
one-half of the gold holdings of the B ~ i i k  shall be heid 
in the depository designated by the member in whose ter- 
ritory the Bank has its principal office, and at least forty 
percent shall be held in the depositories designated by the 
remaining four members referred to above, each of such 
depositories to hold, initially, not less than the amount 
of gold paid on the shares of the member designating it. 
Eowever, all transfers of gold by the Bank shall be made 
with due regard to the costs of transport and anticipated 
~equirements of the Bank. I n  an emergency the Execu- 
tive Directors may transfer all or any part of the Bank's 
gold holdings to any place where they can be adequately 
protected. 

SEC. 12. Form of holding of czcrrency.--The Bank shall 
accept from any member, in place of any part of the mem- 
ber's currency, paid in to the Bank under Article 11, Sec- 
tion 7 (i), or to meet amortization payments on l o w  
made with such currency, and not needed by the Bank in 
its operations, notes or similar obligations issued by the 
Government of the member or the depository designated 
by such member, which shall be non-negotiable, non-in- 
terest-bearing andapayable at their par value on demand 
by credit to the account of the Bank in the designated de- 
pository. 

SEC. 13. Pzcblication of reports and provision of infor- 
mation.-(~) The Bank shall publish an annual report 
containing an audited statement of its accounts and shall 
circulate to members at intervals of three months or less a 
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summary statement of its kancial position and a profit 
and loss statement showing the results of its operations. 

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

(c) Copies of all reports, statements and publications 
made under this section shall be &tributed to members. 

SEC. 14. Allocation of net income.-(a) The Board of 
Governors shall determine annually what part of the 
Bank's net income, after making provision for reserves, 
shall be allocated to surplus and what part, if any, shall 
be distributed. 

(b) I f  any part is distributed, up to two percent non- 
cumulative shall be paid, as a first charge against the 
distribution for any year, to each member on the basis of 
the average amount of tlie loans outstanding during the 
year made under Article IV, Section 1 ( a )  (i), out of cur- 
rency corresponding to its subscription. I f  two percent is 
paid as a first charge, any balance remaining t o  be dis- 
tributed shall be paid to all members in proportion to their 
shares. Payments t o  each member shall be made in its 
own currency, or if that currency is not available in other 
currency acceptable to the menber. I f  such payments 
are made in currencies other than the member's own cur- 
rency, the transfer of the currency and its use by the re- 
ceiving member after payment shall be without restriction 
by the members. 

Article VI. Withdrawal and Snspension of Membership: 
Suspension of Operations 

SECTION 1. Rig72t of rnenzbers to  withdraw.-Any mem- 
ber may withdraw-from the Bank at any time by transmit- 
ting a notice in writing to the Bank at  its pr lc ipal  office. 
Withdrawal shall become effective on the date such notice 
is received. 

SEC. 2. Suspension of m,enzbership.-If a member fails 
to fulfill any of its obligations to the Bank, the Bank may 
suspend its membership by decision of a majority of the 



Governors, 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 suspension unless 
a decision is taken by the same majority to restore the 
member to good stand&ig. 

While under suspension, a member shall not be entitled 
to exercise any rights under this Agreement, except the 
right of withdrawal, but shall remain subject to all 
obligations. 

SEC. 3. Cessation of membership i,n InternationaZ None- 
tary Fund.-Any member which ceases to be a member of 
the International Monetary Fuod shall automatically cease 
after three months to be a member of the Bank unless the 
Bank by three-fourths of the total voting power has agreed 
to allow it to remain a member. 

SEC. 4. Settlement of accozol t s  with gover~~ments cea.sing 
to be members.-(a) When a go~ernment ceases to be a 
member, it shall remain liable for its direct obligations to 
the Bank and for its contingent liabilities to the Bank so 
long as any part of the loans or  g~arantees contracted be- 
fore it ceased to be a member are outstanding ; but it shall 
cease to incur liabilities with respect to  loans and guar- 
antees entered into thereafter by the Bank and to share 
either in the income or the expenses of the Bank. 

( b )  At the time a government ceases to be a member, the 
Bank shall arrange for the repurchase of its shares as a 
part of the settlement of accounts with such government in 
accordance with the provisions of ( c )  and (d) below. For 
this purpose the repurchase price of the shares shall be the 
value shorn by the books of the Bank on the day the gop- 
ernment ceases to  be a member. 

( c )  The payment for shares repurchased by the Bank 
under this section shall be governed by the following con- 
ditions : 

(i) Any amount due to the go~ernment for its shares shall 
be withheld so long as the government, its central bank 
or any of its agencies remains liable, as borrower or 
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guarantor, to the Bark and such amount may, at the 
option of the Ba&., be applied on any such liability 
as it matures. No amount shall be withheld on ac- 
count of the 1iabiliQ of the government resulting from 
its subsc'iption for shares under Article 11, Section 
5 (ii) . I n  any erent, no amount due to a member for 
its shares shall be paid until six months after the date 
upon which the gorement  ceases to be a member. 

(ii) Payments for shares may be made f ~ o m  time to time, 
upon their surrender by the government, to the extent 
by which the amount due as the repurchase price in 
(b) above exceeds the aggregate of liabilities on 
loans and guarantees in (c) (i) above until the former 
member has receired the full repurchase price. 

(iii) Payments shall be made in the currency of the 
country receiving pa;nnent or a t  the option of the 
Bank in gold. 

(iv) If losses are sustained by the Bank on any guar- 
antees, participations in loans, or loans which ,were 
outstanding on the date when the gorernment 
ceased to be a xnenlber, and the amount of such 
losses exceeds the amount of the reserve provided 
against losses on the date when the government 
ceased to be a member, such go~e~nrnellt  shall be 
obligated to repa7 upon demand the amount by 
which the repurchase price of its shares mould have 
been reduced, if the losses had been taken into ac- 
count ~vlien the repurchase price was determined. 
I n  addition, the former member government shall 
remain liable on ~ Q F  call for unpaid subscriptions 
under Article 11: Section 5 (ii), to the extent that 
i t  would have been required to respond if the im- 
pairment of cr-tpital had occui-red and the call had 
been made at the time the repurchase price of its 
shares was determined 

(d) I f  the ~ a n k  suspends permanently its operations 
under Section 5 (b) of this Article, within six months.of 
the date upon which any government ceases to be a mem- 
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ber, all rights of such government shall be determined by 
the provisions of Section 5 of the Article. 

SEC. 5. Suspension of operations urtd settlement of ob- 
ligations.-(~) I n  an emergency the Executive Direc- 
tors may suspend temporarily operations in respect of 
new loans and guarantees pending an opportunity for 
further consideration, and action by the Board of Gov- 
ernors. 

( b )  The Bank may suspend permanently its oper- 
ations in respect of new loans and guarantees by vote 
of a majority of the Governors, exercising a majority of 
the total voting power. After such suspension of oper- 
ations the Bank shall forthvA& cease all activities, except 
those incident to the order l~  realization, conservation, 
and preservation of its assets and settlement of its obli- 
gations. 

(c) The liability of all me~bers  for uncalled subscrip- 
tions to the capital stock of the Bank and in respect of 
the depreciation of their o m  currencies shall continue 
until all claims of creditors, including all contingent 
claims, shall have been discharged. 

( d )  All creditors holding direct claims shall be paid 
out of the assets of the B e  and then out of payments 
to the Bank on calls on mpaid subscriptions. Before 
making any payments to creditors holding direct claims, 
the Executive Directors shall make such arrangements as 
are necessary, in their jud,ament, to insure a distribution 
to holders of contingent claims ratably with creditors 
holding direct claims. 

( e )  No distribution shall be made to members on ac- 
count of their subscriptions to  the capital stock of the 
Bank until 
(i) all liabilities to creditors have been discharged or 

provided for, and 
(ii) a majority of the Governors, exercising a majority 

of the total voting power, have decided to make a 
distribution. 
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(f) After a decision to make a distribution has been 
taken under ( e )  above, the Executive Directors may by 
a two-thirds majority vote make successive distributions 
of the assets of the Balilr to xnembers until all of the as- 
sets have been distributed. This distribution shall be sub- 
ject to the prior settlement of all outstanding claims of the 
Bank against each member. 

(g) Before any distribution of assets is made, the 
Executive Directors shall IEis the proportionate share of 
each member according to the ratio of its shareholding 
to the total autstaiiding shares of the Bank. 

( 1 ~ )  The Executive Directors shall value the assets to 
be distributed as a t  the date of distribution and then pro- 
ceed to distribute in the follorring manner: 

(i) There shall be paid to each member in its o m  ob- 
ligations or those of its official agencies or legal 
entities within its territories, insofar as they are 
available for distribution, an amount equivalent in 
value to its p~oportiouate share of the total amount 
to be distributed. 

(ii) Any balance due to a member after payment has 
been made under (i) abo~e shall be paid, in its 
otmi currency, hisofar as it is held by the Bank, up 
to an amount equivalent in value to such balance. 

(iii) Any balance due to a member after payment has 
been made under (i) and (ii) above shall be paid 
in gold or curreiicy acceptable to the member, inso- 
far as they are held by the Bank, up to an amount 
equivalent in value to such balance. 

(iv) Any remaining assets held by the Bank after pay- 
ments have been made to members under (i), (ii), 
and (iii) above shall he distributed pro rata among 
t'ae members. 

(i) Any member receiring assets distributed by the 
Bank in accordance with ( h )  above, shall enjoy the same 
rights with respect to such assets as the B a k  enjoyed 
prior to their distribution. 
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