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AMARYIN 1 unitygifinnmst 5 1evdannas IMF a1l 1978
ARTICLE V
OPERATIONS AND TRANSACTIONS OF THE FUND

Section 1 Agencies dealing with the Fund
Each member shall deal with the Fund only through its Treasury, central bank,
stabilization fund, or other similar fiscal agency, and the Fund shall deal only with or through

the same agencies,

Section 2 Limitation on the Fund's operatione and transactions

(a) Except as otherwise provided in this Agreement, transactions on the account
of the Fund shail be limited to transactions for the purpose of supplying a member, on the
initiative of such member, with special drawing rights or the currencies of other members
from the general resources of the Fund, which shall be held in the General Resources
Account, in exchange for the currency of the member desiring to make the purchase.

{b} If requested, the Fund may decide to perform financial and t_echnical services,
including the administration of resources contributed by members, that are consistent with
the purposes of the Fund, Operations involved in the performance of such financial
services shall not be on the account of the Fund. Services under this subsection shall not’

impose any obligation on.a member without its consent.

Section 3 Conditions governing use of the Funds general resources

{a) The Fund shall adopt policies on the use of its general resources, including
policies on stand-by or similar arrangements, and may adopt speciel policies for special
balance of payments problems, that will assist members to soive their balance of paymemts
problems in a manner consistent with the provisions of this Agreement and that will

esteblish adequate sefeguards for the temporary use of the general resources of the Fund.
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(b} A member shall be entitted to purchase the currencies of other members from
the Fund in exchange for an equivalent amount of its own currency subject to the following
conditions:

{I) the members use of the general resources of the Fund would be in accordance
with the provisions of this Agreement and the policies adopted under them;

(i1} the rﬁember represants that it has a need to meke the purchase becasuse of its
balar{ce of payments or its reserve position or developments in its reserves;

‘ {tl1y the proposed purchase would be a reserve tranche purhase, or would not
cause the Funds holdings of the purchasing members currency to exceed two hundred
percent of its quota;

(IV} the Fund has not previcusly declered under Section & of this Article, Article VI,
Section 1, or Article XXVI, Section 2 {8} that the member desiring to purchase is ineligible to
use the general resources of the Fund,

{c) The Fund shaill examine a request for a purchase to determine whether the
proposed purchase would be consistent with the provisions of this Agreement and the
policiés adopied under them, provided that requests for reserve tranche purchases shall not
be subject to challenge.

(d) The Fund shell adopt policies and procedures on the selection of currencies to
be soid thet take into account, in consultation with members, the balance of payments and
_ reserve position of members and developments in the exchange markets, as well as the
desirability of promoting over time balenced positions in the Fund, provided thet if a
member represents that it is proposing to purchase the currency of another member
because the purchasing member wishes to obtain en eguivelent amount of .its own currency
offered by the other member, it shall be entitled to purchase the currency of the other
member uniess the Fund has given notice under Article VI|, Section 3 thet its holdings fo
the currency have become scarce.

(®) (I) Each member shall ensure that balances of its currency purchased from the

Fund are balances of & freeiy usabie curréncy or can be exchanged at the time of purchase
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for a freely usable currency of its choice at an exchange rate between the two currencies
equivalent to the exchange rate between them on the basis of Articie XX, Section 7{a)

(Il) Each member whose currency is purchased from the Fund or is obtained
in exchange for currency purchased from the Fund shail collaborate with the Fund and other
members to enable such balances of its currency to be exchanged, at the time of purchass, -
for the freely usabie currencies of other members,

(i) An exchange under {l) above of a currency that is not freely usable shal
be made by the member whose currency is purchase unless that member and the
purchasing member agree on anather procedure.

{IV} A member purchasing from the Fund the freely usable currency of
another member and wishing to exchange it at the time of purchase for another freeiy
usable currency shall make the exchange with the other member if requested by that
member. The exchange shall be made for a freely usable currency selected by the other
member at the rate of exchange referred to in {l} above.

{ft Under policies and procedures which it shall adopt, the- Fund may agree to
provide a participant making & purchase in accordance with this Section with special

drawing rights instead of the currencies of other member.

Section 4 Waiver of conditions

The Fund may in its discretion, and on terms which safeguard its interests, waive
any of the conditions prescribed in Saction 3(biIlI} end (IV} of this Article, especially in the
case of members with a record of avoiding large or continucus use of the Fund's
general resources. In'making a waiver it- shall take into consideration periodic or exceptional
requirements of the member requesting the waiver. The Fund shall also take into
consideration a member's willingness to pledge as collaterai security acceptable assets
having a value sufficient in the opinion of the Fund to protect its interests and may require

as a condition of waiver the pledge of such collateral security.
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Section b Ineligibility to use the Fund’s general resource

Whenever the Fund is of the opinion that any member is using the general
resources of the Fund in @ manner contrary to the purposes of the Fund, it shail present to
the member a report setting forth the views of the Fund and prescribing a suitable time for
reply. After presention such a report to a member, the Fund may limit the use of its
genéral resources by the member. If no repiy to the report is received from the member
within the prescribed time, .or if the reply received is unsatisfactory the Fund may continue
to limit the member's use of the general resources of the Fund or may, after giving
reasonable notice to the member, deciare it ineligible to use the general resources of the

Fund.

Section 8 Other purchasee and sales of apeciel drawing rights by the Fund

(a) The Fund may accept special drawing rights offered by a participant in
exchange for an equivalent amount of the currencies of other members.

{b) The Fund may provide a participant, at its request, with special drawing rights
for an 'aquivaient amount of the currencies of other members. The Fund's hoidings of a
member's currency shail not be increased as a result of these transactions above the level
at which the holdings would ba subject to charges under Section B{B)!) of this Article.

{c} The currencies provided or accepted by the Fund under this Section shall be
selected in accordance with policies that take into account the principies of Section é{d} or
7{l} of this Article. ~The Fund may enter into transactions under this Section only if &
member whose currency is provided or accepted by the Fund concurs in that use of its

currency,

Section 7 Repurchase by a member of its currency heid by the Fund

(a} A member shall be entitled to repurchase at any time the Fund's holdings bf
its currency that are subject to chargas under Seciton 8(b) of this Article.

(b} A member that has made & purchase under Section 3 of this Article will be

expected normally, as its balance of payments and reserve position improves, to repurchase
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the Fund's holdings of its currency that result from the purchase and are subject to
charges under Section8(b) of this Article. A member shall repurchase these holdings, if in
accordance with policies on repurchase that the Fund shall adopt and after consultation
with the member, the Fund represents to the member that it should repurchase because of
an improvement in its balence of payments and reserve position.

(e} A member that has made 8 purchase under Section 3. of this Article shall
repurchase the Fund's holdings of its currency that result from the purchase and are subject
tb"charges under Section 8{b) of this Article not later thsn five years after the date on which
the purchase wes made. The Fund may prescribe that repurchase shall be made by a
member in instaliments during the period beginning three years and ending five years after
the date of a purchase. The Fund, by an eighty-five percent majority of the total voting
power, may change the periods for repurchase under this subsection, and any period so
adopted shall apply to all members, .

{d) The Fund, by an eighty-five pa'rcent majority of the total voting power, may
adopt periods other that those that apply in accordance with (c) above, which shall be the
"same for-all members, for the repurchase of holdings of currency acquired by the Fund
pursuant to a speciai policy on the use of its general resources. |

(e} A member shall repurchase, in accordance with policies that the Fund shafl
adopt by a seventy percent majority of the total voting power, the Fund's holdings of its
currency that are not acquired as a result of purchases and are subject to charges under
Section 8(bi{ll) of this Article,

{f} A decision prescribing that under a policy on the use of the generel resources
of the Fund the period for repurchase under {c) or {d) above shall be shorter than the one in
effect under the policy shall apply only to holdings acquired by the Fund subsequent to the
effective date of the decision.

(@) The Fund, on the request of the member, may postpone the date of discherge
of a repurchase obiigation, but not beyond the maximum period under (c) or (d) above or
under policies adopted by the Fund under (e} above, unless the Fund determines, by a

seventy percent majority of the total voting power, that a longer period for repurchase
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which is consistent with the temporary use of the general resources of the Fund is justified
because discharge on the due date would result in exceptional herdship for the member.

(h) The Fund's pelicies under Section 3(d) of this Article may be supplemented by
policies under which the Fund may decide after con?ultation with a member to sell under
Section 3 {b} of this Article its holdings of the member's currency that have not been
repurchesed in acgordance with this Section 7..without prejudice to any action that the Fund
may be authorized to take under any cther provision of thia Agreement,

(i) All repurchases under this Section shail be made with special drawing rights or
with the currencies of other members specified by the Fund. The Fund shall adopt policies
and procedures with regard o the currencies to be used by members in making
repurchases that take into account the principies in Section 3 (d} of this Article The Fund's
holdings of a members currency that is used in repurchase shall not be increased by the
repurchase above the level at which they would be subject to charges under Section 8 (bj(I!}
of this Article,

{ji. (1) If a member's currency specified by the Fund under (i} above is not a freely
usable currency, the member shail ensure that the repurchasing member can obtain it at the
time of the repurchase in exchange for a freely usable currency selected by the member
whose currency has been specified. An exchange of currency under this provision shall
take place at an exchange rate between the two Currencies eguivalent to the exchange rate
between them on the basis of Article XIX, Section 7 (a).

{1} Each member whose currency is specified by the Fund for repurchase shall
coltaborate with the Fund and other membe.rs to enable repurchasing members, at the time
of the repurchase, to obtain the specified currency in exchange for the freely usable
currencies of other members.

(I An exchange under (j) (I} above shall be made with the member whose
currency is specified unless that member and the repurchasing member agree on another
procedure, |

{IV) If a repurchasing member wishes to obtein, at the time of the repurchase, the

freely uselble .currency of another member specified by the Fund under (i) above, it shall , if
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requested by the other member, obtain the currency from the other member in exchange
for a freely usable currency at the rate of exchange referred to in {j)i) above. The Fund

may adopt regulations on the freely usable currency to be provided in a exchange.

Section '8 Charges

{a) () The Fund shall levy a Serv_ice charge on the purchase by a member of
special drewing rights or the currency of another member held in the Generai Resources
Account in exchange for its own currency, provided that the Fund may levy a lower service
charge on reserve tranche purchases that one other purchases. The service charge on
reserve tranche purchases shall not exceed one-half of on percent.

(Il The Fund may ievy & charge for stand-by or similar arrangements. The Fund
may decide that the charge for an arrangement shall be offset against the service charge
levied under (i} above on purchases under the arrangement.

{b} The Fund Shali levy charges on its average daily balances of a member's
currency held in the Generai Resources Account to the extent that they

() have been acquired under a policy that has been the subject of an exclusion
under Article XXXic), or

{l) exceed the emount of the member's quota after excluding any balances
referred to in (i) above.

The rates of charge normally shail rise at intervals during the period in which the balances
are held,

{c) If a member fails to make a repurchase required under Section 7 of this
Atricle, the Fund, after consultation with the “member on the reduction of the Fund's
holdings of its currency, may impose such charges as the Fund deems appropriate on its
holdings of the members currency that should have been repurchased.

| {d} A seventy percent majority of the total voting power shall be required for the
determination of the rates of charge under (a) and {b) above, which shall be uniform for all

members, and under (c) above,
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(e) A member shail pay all charges in speciel drawing rights, provided that in
exceptional circumstances the Fund may permit 8 member to pay charges in the currencies
of other members specified by the Fund, efter consultstion with them, or in its own
currency. The Fund's hoidings of @ membaer's cu‘rrency shail not be increased as a result of
payments by other members under this provision above the level et which they would be

subject to chargeé under (b){ll) above.

Section 9 Remuneration

(a} The Fund shall pay- remuneration on the amount by which the percentage of
quota prescribed under (b) or (c) below exceeds the Fund's average daily bslances of a
member's currency heid in the General Resources Account other than balances acquired
under a policy that has been the subject of an exciusion under Articie XXX(c). The rate of
remuneration, which shall be determined by the Fund by a seventy percent majority to the
total voting power, shall be the same for all members and shail be not more than, nor less
than four-fifths of, the rate of interest under Article XX, Section 3. In establishing the rate
of remuneration, the Fund shali teke into account the rates of charge under Article V,
Section 8 (b).

{b) The percentage of quota applying for the purchases of (a) above shaii be:

.U) for each member that became a member before the second amendment of this
Agresment, a percentage Bf quota corresponding to seventy-five percent of its quota on the
date of the second amendment of this Agreement, and for each member that became &
member after the date of the second amendment of this amounts corresponding to the
percentages of quota that apply to the other members on the date on wrgich the member
became a member by the total of the quotas of the other members on the same date:
pius

{ll) The amounts it has paid to the .Fund in currency or speciél drawing ringts
under Article Ill, Section 3 {a) since the date applicable under (b} {I) above: and minus |

{ll) the amounts it has received from the Fund in currency or special drawing

rights under Article I, Section 3(c) sincer the date applicable under (b} {I} above.
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{c} The Fund, by a seventy percent majority of the total voting power, may raise
the latest percentage of quote applying for the purposes of (a} above to each member to:

(I} a percentage, not in excess of one hundred percent, that shail be determined
for each member on the basis of the same criteria for ali members, or

{Il) one hundred percent for all members.

(d) Remuneration shall be paid in speciai drawing rights, provided thet either the
Fund or the member may decide that the payment to the member shall be made in its own

currency.

Section 10 Computations

(a) The value of the Fund's assets held in the accounts of the General Department
shall be expressed in terms of the special drawing right. ‘

{b) Ail computations relating to currencies of members for the purpose of applying
the provisions of this Agreement, except Article |V and Schedule C, shail be at the rates at
which the Fund accounts for these currencies in accordance with Section 11 of this Article.

{c} Computations for the determination of amounts of currency in relation to quota
for the purpose of applying the provisions of this Agreement shall not include currency held

in the Special Disbursement Account or in the Investment Account.

Section 11 Maintenance of value

{a) The value of the curréncies of the members heid in the General Resources
Account shall be maintained in terms of the special drawing right in accordance with
exchange rates under Article XiX, Sactio.n 7 {a}.

{b} An adjustment in the Fund's holdings of a member's currency pursuant to this
Section shail be mede on the occasion of the use of that currency in an operation or
transaction between the Fund and another member and at such other times as the Fund
may decide or the member may request. Payments to or by the Fund in respect of an
adjustment shall be made within a reasonable time, as determined by the Fund, after the

date of adjustment, and at any other time requested by the member.
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Section 12 Other operations and transaction

{a) The fund shall be guided in all its policies and decisions under this Section by
the objectives set forth in Article VII, Section 7 and by the objective of avoiding the
management of the price, or the establishment of a fixed price, in the gold market.

{b) Decisions of the Fund to engage in operations of transactions under (c}, {d) and "
(e} below shall be made by an eighty-five percent majority of the total voting power.

{c) The Fund may. seil gold for the currency of any member safter consuiting the
member for whose currency the gold is sold, provided that 'tho Fund's holdings of a
member's currency held in the General Resources Account shall not be increased by the
sale above the level at which they would be subject to charges under Section 8 (b} (Il} of
this Article without the concuirence of the member, and provided that, at the request of the
member, the Fund at the time of sale shall exchange for the currency of another member
such part of the currency received as would prevent such an increase. The exchange of a
currency for the currency of another member shall be mede after consultation with that
member, and shall not increase the Fund's holdings of that member's currency above the
level at which they would be subject to chargea under Section 8 (b)Il) of this Article. The
Fund shall adopt the policies and procedures with regard to exshanges that take into
account the principles applied under Section 7(l)  of this Article. Sales under this provision-
to a member shall be at a price agreed for each transaction on the basis of prices in the
market. |

{d) The Fund may accept payments from a member in gold instead of special
drewing rights or currency in any operations or transections under this Agreement.
Payments to the Fund under this provision shall be at a price agreed for each operation or
transaction on the basis of prices in the market.

(e} The fund may sell gold held by it on the date of the second amendment of
this Agreement ot those members that were members on August 31, 1875 and that agrée
to buy it, in proportion to their quotas on that dete. If the fund intends to sell gold under {c}
above for the purpose of {fll) below, it may sell to each developing member that agrees to

buy it that portion of the gold which, if sold under (c} above, would heve produced the
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excess that ckould have been distributed to it under {f)illl) befow. The gold that would be
sold under this brovision to a member that has been declared ineligible to use the general
resources of the Fund under Section 5§ of this Article shall be sold to it when the
ineligibility ceases, uniess the Fund decides to make the sale sooner. The sale of gold to a
member under this subsection {e] shall be make in exchange for its currency and at a price
equivalent at the time of sale to one special drawing right per 0.888 671 gram of fine gold.

(f) Whenever under (c) above the Fund seils gold held by it on the date of the
secbnd amend'ment of this Agreement, sn emount of the proceeds equivalent at the time of
sale to one special drawing right per0.888 871 gram of fine gold shall be pisced in the
General Resource Account end, except as the Fund may decide otherwise under (g} below,
any excess shall be held in the Special Disbursement Account. The assets held in the
Special Dishbursement Account shall be held separately from the other accounts of the
General Department, and may be used at any time.

{I} to make transfers to the General Resources Account for immediate use in
operations and transactions authorized by provisions of this Agreement other than this
Section

(I} for operations and transactions that are not authorized‘ by provisions of this
Agreement but are consistent with the purposes of the Fund. Under this subsection {fKll)
balance of payments assistance may be msde available on specisl terms to developing
members in difficult circumstances, and for this purpose the Fund shall take into account
the level of per capita income; !

{ll) for distribution to those developing members that were members on August
31,1975, in proportion to their quotas on that date, of such part of the assets that the Fund
decides to use for the purposes of (/i) above as corresponds to the proportion of the guotas
of these members on the date of distribution to the total of the quotas of all members on
the same date, provided that the distribution under this provision t0 a member that has
bsen deciared ineligible to use the general resources of the Fund under Section § of this
Article shall be made when the ineligibility ceases, uniless the Fund decides to make the

distribution sooner,
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Decisions to use sssets pursuant to () above shail be taken by a seventy percent meajority
of the total voting power, and decisions pursuant to (I} and {lil} above shall be teken by an
sighty-five percent majority of the voting power.

{g) The Fund may decide, by an eighty-five percent majority of the total voting
power, to transfer a part of the excess referred to in (f} above to the Investment Account
for use pursuant to the provisions of Article XIi, Section 6 (f).

(h) Pending uses specified under (f] above, the Fund may invest a member's
currency held in the Special Disbursement Account in marketable obligations of that
member or in marketable obligations of internationai financial orgenizations. The income of
investment and interest received under [f) {Il} above shall be placed in the Special
Disbursement Account. No investment shall be made without the concurrence of the
member whose cufrency is used to make the investment. The Fund shell invest only in
obligations denominated in epecial drawing rights or in the currency used for investment.

i The General Resources Account shall be reimbursed from time to time in
respect of the expenses of administration of the Special Disbursement Account paid from
the General Resources Account by transfers frd.m the Special Disbursement Aclcount on the
basis of a reasoneble estimate of such expenses.

{j- The Special Disbursement Account shali be teminated in the event of the
liquidation of the Fund and may be terminated prior 1o liquidation of the Fund by a seventy
percent majority of the total voting power. Upoﬁ termination of the account because of the
liquidation of the Fund, any assets in this account shall be distributed in accordance with
the provisions of Schedule K..Upon termination prior to liquidation of the Fund, any assets in
this account shail be transferred to the General Resources Account for immediate use in
operations and transactions. The Fund, by seventy percent majority of the total voting
power, shall adopt rules and regulations for the administration of the Special Disbursement

Account,
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-l
NANUINN 2
Article VI

Capital Transfers

Section 1. Use of the Fund'd general resources for capital transfers

(a) A member may not use the Fund's genersl resources to meet 8 large of
sustained outflow of capftal cxcept as provided in Section 2 of this Article, and the Fund
may request a member to exercise controls to prevent such use of the general resources of
the Fund. If, sfter receiving such a request, a member fails to exercise appropriate controls,

the Fund may declare the member ineligible to use the general resources of the Fund.
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al
NANUINNY 3
Article XXVI
Withdrawal from Membership

Section 2. Compulsory withdrawal

{a) If 8 member fails to fulfili any of its obligations under this Agreement, the Fund
mey 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.
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NANUIN 4
URVDIAIENTIUNISUTINTTDY IMF SABRUINNIUNISAMUA
ReuloRudres IMF 4A7 6056-(79/38) Reduf 2 HuAx 1979
GUIDELINES ON CONDITIONALITY

The Executive Board agrees to the text of the guidelines on conditionality for the

use of the Fund's resources and for stand-by errangements as set forth [below].

Decision NO, 8066-{79/38)
March 2, 1978

Use of Fund's General Resources and

Stand-By Arrangements

1. Members should be encouraged to adopt corrective measures, which could be
supported by use of the Fund's general resources in accordenes with the Fund's policies, at
an early stage of their balance of payments difficultise or as a precaution against the
emergence of such difficulties.The Article IV consultations are among the occasions on
which the Fund would be able to discuss with members adjustment programs, including
corrective measures, that would enable the Fund to approve a stand-by arrangement.

2. The normal period for a stand-by arrangement will be one year. (f, however,
a longer period is requested by a member and considered necessary by the Fund to enable
the member to implement its adjustment program successfully, the stand-by arrangement
may extend beyond the period of one year. This period in appropriate cases may extend up
to but not beyond three years.

3. Standby arrangements are not international agreements and therefore
language having a contractual connotation will be avoided in stand-by arrangement and

letters of intent.



190

4, In helping members to devise adjustment programs, the Fund will pay due
regard to the domestic social and political objectives, the economic priorities, and the
circumstances of members, including the causes of their balance of payment problems.

6. Appropriate consultation clauses will be incorporated in all stand-by
arrangements. Such clauses will include provision for consuitation from time to time during B
the whole period in which the member has outstanding purchases in the upper credit
tranches. This provision will apply whether the outstanding purchases were made under a
stand-by arrangement or in other trsnsactions in the upper credit tranches.

8. Phasing and performance clauses will be omitted in stand-by arrangements
that do not go beyond the first credit tranche. They will be included in ail other stand-by
arrangements but these clauses will be applicable only to purchases beyond the first credit
tranche.

7. The Managing Director will recommend that the Executive Board approve a
member's request for the use of the Fund's general resources in the credit tranches when
it is his judgment that the program is consistent with the Fund's provisions and policies and
that it will be carried out. A member may be expected to adopt some corrective measures
before a stend-by arrangement is approved by the Fund, but only if necessary to enable the
member to adopt and carry out a program consistent with the Fund's provisions and
policies. In the secases the Managing Director will keep Executive Directors informed in
an appropriate manner of the progress of discussions with the member,

8. The Managing Director will ensure adequate coordination in the application of
policies relating to the use of the Fund's general resources with a view to maintaining the
nondiscriminatory treatment of members,

9. The number and content of performance criteria may vary because of the
diversity of.problems and institutional arrangements of members. Performance criteria will
be iimited to those that are necessary to evaluate implementation of the program with a
view to ensuring the achievement of its objectives. Performance criteria will normelly be
confined to (I} macroeconomic variabies, and and (Il) those necessary to implement specific

provisions of the Article or policies adopted under them. Performance criteria may relate to
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other variables only in exceptional cases when they are essential for the effectiveness of
the member's program because of their macroeconomic impact.

10. In programs extending beyond one year, or in circumstances where a
member is unable to esteblish in advance one or more performance criteria for ail or part of
the program period, provision will be made for a review in order to reach the necessary
understandings with the member for the femaining period, In addition, in those exceptional
cases in which an essential feature of a program cannot be formulated as a performance
critlerion at the beginning of a program year because to substantial uncertainties concerning
major economic trends, provision will be made for a review by the Fund to evaluate the
current macroecononmic policies of the member, and to reach new understandings if
necessary. In these exceptional cases the Managing Director will inform Executive directors
in an appropriate manner of the subject matter of a review.

11. The staff will prepare an analysis and assessment of the performance under
programs supported by use of the Fund's general resources in the credit tranches in
connection with Article |V consultation and as appropriate in connection with further
'requesté for use of the Fund's resources.

12. The staff will from time to time prepare, for review Ey the Executive Board,
studies of programs supported by stand-by arrangements in order to evaiuate and compare
the appropriateness of the programs, the effectiveness of the policy instruments, the
observance of the programs, and the resuits achived. Such reviews will enable the
Executive Board to determime when it may be appropriate to heve the next comprehensive |

review of conditionality.

Relationship Between Performence Criteria and Phasing of Purchases Under
Fund Arrangements-Operational Guidelines

{1) As a general rule, every effort should be made to limit the lag between the
beginning of the annual program period and the date of discussion by the Executive Board
of supporting annual arrangement (or the annual segment of a multiyear arrangement) to a

minimum. This would fecilitate the inciusion of quarterly performance criteria throughout
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the program period of the arrangement, thereby strengthening the link between Fund
financing and adjustment.

{2) Particuiar attention should be given to minimizing lags in reporting of data
relating to performance criteria without loss of reliability of data. It wouid be reasonable for
the Fund fo expect that all members seeking the Fund's support should be able to limit
reporting lags to two months. [n very exceptional cases where reporting legs exceed two
months. the staff will explain the reasons for such lags as weil as the steps being taken to
reduce them.

{3) Every effort should be made to limit the period between the approval of an
adjustment program by management and the date when the supporting arrangement is
discussed by the Executive Board to no more then three months. Should the period be
exceeded, the staff would confirm before the Board discussion of the arrangement that the
progrem as originally proposed remains generally appropriate. In those exceptional cases
where the delay indicates a significant slippage in the implementation of the agreed
program, the staff would renegotiate the program, including the performance criteria and
phasing of purchases,

{4} There would be no fewer than four purchases during a 12-month period of
the arrangement, five being the preferred course of action. The purchase dates would also
be distributed as evenly as possible throughout the arrangement. However, problems have
often been experienced in this regard because of a bunching of the first two purchases
under an arrangement and/or the last purchase occurring unduly early before the end of the
arrangement. In order to avoid such problems, as & general rule, the date of the second
purchase would not be earlier than two months from the initial purchase on approval of the
arrangement and the date of the last purchase wouid not be earlier than two months before
the end of the arrangement. One possible exception would be the case where initial
Executive Board approval has been only in principle and final approval follows later by up to
30 days. |

{5) The test dates for performance criteria would also be distributed as evenly as

possible through the period of the arrangement. Normally the date of the first performance
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test would not be earlier than the date on which the arrangement hecomes effective, and
the date of the last performance test wouid not be earlier than three months from the end
of thé arrangement,

{6} Every effort should be made to include performance criteria initially for as
much of the 12-month period of the Fund arrangement as possibie. Howaever, it may not be
possible always to establish in advance one or more performance criteria for part of the
period of the amangement because of substantial uncertainties about major economic
trends and normal time lags between the completion of negotiations on the arrangement an
Board diacussion of the arrangement. Talking into account both sets of factors, as well as
the actual experience in recent years, it would be reasonable to expect that, as a normal
rule, performance criteria would be included initially which would govern purchases over a
period of at leest six months of the arrangement. This would normally involve at least two
sets of performance criteria. Where this minimum period is not met, the staff report would
include a full explanation of the underlying reasons.

{7) As a general rule, indicstive targets would be included at the outset for that
prst of the 12-month arrangement for which performance criteria are yet to be established.
Provision will also be made for a review in order to replace these indicaltive targets later
with performanace criteria. Indicative targets will also be included for the last month of the
arrangement pefiod, .

(8) In the case of segments within the frameword of a muitiyear arrangement,
normaily perfoﬁ’nance criteria would be set up to the end of each underlying annual program
period. The purchase after the end of the underlying annaul program {which may be the
last purchase under the preceding segment of the arrangement or the first purchase under
the subsequent segment) would be contingent both on understanding being reached with
the Fund on the next year's underlying program and on observance of perfromance criteria
for the end of the proceding progrem period or established in the context of the member's
new program, or on a waiver being approved by the Board in the case of nonbservance of

these performance criteria.
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(9) Notwithstanding the foregoing, in the case of extended arrangements,
performance criteria and purchases could be phased at semiannual intervals, provided that
appropriate monitoring of macroeconomic deveiopments would be ensured, normaily in the

form of quarterly benchmarks.

Decision No, 7926-{85/3B)
March 8, 1986, as emended by
Decision No, 887-(88/89}, June 6, 1988
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