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RESTRIGTED
GATT/CEL.2/W.5,
spril 12, 1949.

COMMITTEE ON SPECIAL TXCH.:NGE LGREEMENTS

Second Scssion

(Revised toxt of hrticle ¥ of the Draft of Speeial
Exchange Lgrecnient

{tentatively approved by the Gormittee)

Tho Acceding Government shall collaborate with the
CONTR.LCTING P.RTIES to promote exXchange stability, to mainteain
orderly exchangc arrcngencnts with othor ocontroeting perties,
to ovoiid compotitive cxchange alterctions, and to assist in the
climination of rustrictions on the working of paynonts cnd tronsfexs
for current international tronscetinons with & view to the
est:blishnent of = multilateresl system of payments and to tho
pronotion of world trade.
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’ }‘IOTE BY 1_{E m {INGDON REPRESEN'I:ATIVE

The follow1ng drait is an attenpt tn provide a. basis 7
ror agreement.,h Three TPlLCiples have been anplied-—.‘
'(1) . An Accedlng Go;ernmemt mus, acgept the_esseptlal:v
| e.obligatlans.'v | o | S
(2) Subject to (1), a. se"ious effort should\he made to meet .
- the p01nts raised oy the New Zealand Representativesa~\_
(3) . Paragraphs in the Joudon dnaft whlch are mainly conce*ned;
vw1th monetafy detgil should where p0351b1e, ke dropped

. or comprehended in a rore general clauee.

The draft has bee: dvawn up after;discussion with
several members ef"?he Morﬂing"Party'who have been evailabls
nver the holiday buJ no at* sempt has been made to aacertaln

whether those members, o>r anyone else, would accept it.



~ A0~

st cle I

2upose

The purpose of this /grcement is tc
of paragraphs 6 and 7 of srticle X7 of *

Tariffs and Trade.

srticle I7

Doetermirat.cn of Par V

fulfil the requirements

1e Gensral Agreement on

alue

1e The Accedingieovernment shall
value of its currercy in -a1e instrument
this Agreement; provided th:t the AéCcG
CONTRACTING PARTIES mcr pestrcne daclar:
may be agreed between Sher:, Duriig tiu

Government shall ccisclt v ith the JONTHs

Jeclare the initial pur
by which it accedes tc
ing Government er, the
tion fo: such »neriod :s

t pericd the Acceding
CTING 2ARTITS with a view

to fixing an ngreed par volue ot ths enrxliest jossible date.

~r s
[Bpags

2.

for the currency oi its metropolitia tex

An Acceding Government dacl

shall declare a value in izrme of that ¢

currency, where suci exis*s, in th. te::

which it has accepted the Jeneral .\grecr

L of Article XXVI tereof. Ja th-: bas:

declared, the CONTELCTING PALTIES shal:l
each separate currcaey. £a fccediarg G
declare an initial pa; #a:ae for tie cur
territory nr any of the s »arcte e irrenc
Acceding Government dces 0, tne provis:

AR e
Cadlo

apply to each of trose cu:r fencies 3ep
3.

shall be exprcssed in terr s ~f goll as:

The po» valve of the Acc.ding;
terms of the Unitecé State: dellar f thd
-: ‘_:;.Lul °

The CONTFACTING

effect on July 1,
L.

ment currently iafcrmcil or the par valsiw

QA

YTIES will |

other contracting parties

ng an initial par value

~itory under paragraph 1
arrency for ecch separate

itories in respect of

2nt pursuant to paragraph

3 of tae par value so
compute the par value of

crnment may, however,
»ency of its metropolitan
ies alone. If the

s of parcgroph 1 shtll
tely./

Jovernment's currency
common derominater or in

weight ancd finenzss in

eep the Acceding Govern-

3 of the currcncies cf the
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"t Cle IT /ﬂ,
EReRoREE Deolin-3 :»;‘Gcld Tr ;nsactions based on Ramdip

m— -

/] .1. The doociing GO ernmeﬁﬁ sholl not buy gecld at a price

P

which exceeds the par val..e of itc curr.ncy by more than the

CONTRACTING PARTIES consicer reascnable or sell gold at a price

._.-———""‘“

which falls below the pur value of its :urrency by more than the
CONTRACTING PARTIES consil.er reascnable.

2. Thefinkimum and ninimam rates for\exchange ansactions

between the curr ent and the currencies

of other contracting part .es t: in the territories

of the Acceding GoveRumer: shall Kot d: ’fer frym paridy by more

than the CONTRACTING PRRTES cons! d ; ;asonable.

rticle IV

Chanes_in Por Va. ae

e e e .

1. Qge Accedlng Gcvernment shall not propose a change in
1 g\oﬁ»i 58 Ccurr.ncy | exc pt tcicorrect a fundamental

the por va

.. . e/
Lw Seit 8 ;e vt ﬂ{anauu RN

i 0
f‘;ﬂ- J.A"“r diseq_uilibr \ Cf-‘f“ GooEdh Tt o N

2. A changg\ln/the par Val(e of the uccedlng Government's
currency may be mgae‘only on the ~ropo:. 1l of thut Covernment and

only after consultqtion v..th the CONTR >TING PaRTIES.
1 p4 When & c;mnge 13 PI‘Oposui th—CONTR:CTING PuRTIES, in-

deciding WQQ&hﬁﬂw%%”conCt ----- ep.-fo._. aJecmjﬁshal; give full-weight to
(a) the intent of 4rticle XN (7) (b) of the Gencral
wt. ddoes
Agrcement G~ Aetd » fl,‘x ttudzd("ofsﬁfm mM *
(b) +he particcr neeci for secrecy and cxpedition in
\ | reaching ta1eir dec:sion
v _H. The CONT tACTINC P.RTIES shal. concur in r proposed
change if they cre satis.’ied that the . hanye is n.cessary to
correct a fundamensal di:2quilibr.um. In particul:r, provided
they are so satisfied, th:y shall not .bjcet to a »roposed change

because of the dom=zstic :>cial or poli ical policics of the

Lcceding Governmend.

Y0 O A



5e If the Acceding Governme;t” chunges the pdr valuvz of its
currency despite the objection &f the CONTRACTING P..RTIEE, in—eases
» the

CONTRACTING PARTIES s 1 proceed to such action as they consider
to he appropriate under paragraph 2 of .rticle XXIII of ‘he General

Agreement.,

Article V

Avoidance of Restrictions con Current Payment:

Subject to the provisions of irticle VIIT (ﬁ) the .icceding
Government shall not, without the apprcocval of the CONTRALTING
PARTIES, impose restrictions on tise making of payments ad tranes-
fers for current international transactions/pyovidcd the- an
Acceding Government may impose such restriotions (¢ ) if_;h?ggige

- b A
applied as an alternative acministrative proccdure Navini: equi-

-y

the Accuding :overnment

valqunggfggtﬂfg’import restrictions whic
ié/;;titled to impose in corpliance with fthe provisions »f Article
XII of the General .greement, and (b) vliere the sole eff.ct of the
exchange controls, additioncl to “he e“fects permivted vider this
Agreement, is to maoke effective restrictions or controls on

A XU o Xy
imports or expcrts imposed :n accordance withlthe {renerc . Agreexnent.

Artiele VT

Controls 0. Capital Transfers

The Aecceding Governmment, may sxercise such controls 1is are
necessary to regulate interational capital movemcaits, tut may
not exercise these controls in a manner which will restiict
payments for current transaztions or which will urniuly < elay
transfers of funds in settl:ment of ccmmitments, cxcept as provided

A

in Article VIII.
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Article V1T

Convertibility of Baiances Held by Other Contracting
Prryies

1. The Acccding Governr :nt shail Lty balances of its currency
held by another coantracting pc oty if the latter, in requesting the
purchase, represents:

(a) that the balances to be bought have been recently
acquired as a rssult of current transactions; cr

(b) that their conversion is reeded for making payments
for current trocnsactions.

2. The Acceding Governnent .shall have the option to pay
either in the currency of the contracting party making the reguest
or in gold.

3. The obligations under parcagraphh 1 shall not apply

(a) when the conve:-»tibility ot the balances has been
restricted concistently with Artiecle V cr Vi or

(b) when the balances have accumulated as a result cf
transactions effectecd before the remcval by the
Acceding Goverrment of reszstrictions maintained or
imposed under irticle Viii; or

(¢) when the balances have been acquired contrary to
the exchange regulations of the .cceding Government;
or

(&) with the approval of the TONTR4L.TING PARTIES, to stop
a serious decline in the nionetary reserves of the

Acceding Government.

Article VIIT

Transit:onal Perioa

1o In the post-war trarsitional pcriod the .cceding Govern-
ment may, notwithstanding the provisions of any other article of
this Agreement, maintain and cdapt %o changing circumstances (cond,
in the case of Acceding Governments whos: territories have becn
occupied by the enemy, introdice where nccessary) restrictions on

.. payments and transfers for current International transactions.



T The Apoeding Gov.~rmmoni _shal., however,_ 'ave _osontinuous rogard in

its foreign exchange policies to tihe in..nt of the Genera . agree-
ment and of this isgreement; and, as so: as condi Sions psrmit, it
shall take all possible measures to dev .iop such commerci.l aad
financial arraangemeats with cther contr-.ciing partics as "sill
facilitate infernatiohnl pay:énts and tie maintenance of :xcliange
stability. In particular, tle Accoding Government shall -itidraw
restrictions maintaincd or irposed under this paragraph o3 soon as
it is satisfied that it will oe able, in the obseace of s :ch
restrictions, to settle its :alance of oryments in a mann:r wnich
will ﬁot unduly Impair its e>ternal fincncial posi<ion.

2. The acceding Goverrment chall rotify the CONTRLOTIMNG
PARTIES, Within thirty days of the entry into force of h. s
Agreement? whether it’intends to avail iiself of the traon.itisnal
arrangements in paragraph 1, or whether it is prepared tc accapt
the obligations of Airticles V zand VII. In the event that the
Accedirg Government avails itself <f the traﬁsitional arr. NEENSNT8,
it shall notify the CONTRACTING PAETIES c¢s soon as it is nrepared
to accept the abcve-mentioned oblicatiore.

3. Not later than Marca 1, 9950, cnd in eack year -her.afier,
the CONTRAGLING I..RTIES shall report on ihe restrictions :til. in
force under paragraph 1.  ¥ot laler tinn March 1, 1952, anc¢ in
each ycar thereafter, if the icceding G.iernment still re ains any
res%rictiona inconsistent wita spticle ¥ cr VII, it shall corsult
With the CONTRACTING P.ARTIES as to their further retentic . Ttae
CONTRACTING PARTIES may, if taey dcem such action rceesar, irn
exceptional circumstiances, mage represectntions to the .nc eding
Government thnt conditions ar: favourable for the vithdrc al o nny
particular restriction, a fc~ the geneicl abandornent of rercric-
tiong, inconsistent with the »>rovicions ¢f any othcr arti le or
tihis Agreement, Tho Acceding Gove: hmen’ hall be given © sulable
time to reply to such represcataticns. 1f the CONTRaCTIN Pul'IES
find that the .cceding Goverr.ient —ersicic in maintaining
restrictions whith are incons: stent with ihie intent of thi  Ag'zenent,
the CONTRACTING P.RIIES shanll procced tc such action as t .ey consider
t5 be appropriacte under paragraph 7 of .:rticle XXIII of t..e CG.:neral

Agreement.
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«rt.cle IX

nteri.retetion of this .agreenent

4 “he CONTRACT'ING P..TIES shal’ interpret this Agfeemeﬁt
in the ligat ¢f artiels XV (7) of the General .greement ond,
where they are satisf:ed “ha: the objcctives of the General
dgreer:cnt ore not frustrated as a result of action taken or
proposi:d by the .cced:ng Covornment in exchange matters, they
shall give thrt 3Joverimen: tic benefit of anyr reasonable doubt
on other aspects of the quession.

z. in coﬁsidering riatsers arising under this Lgreement
the CCMTRACTING PARTII 3 shall pay due regard to the considerations
set fcrth in paragraphs 3 (b} and (e¢) of article XII of the General
Agreercnt and shall not require ths Acceding Government o desist
from cny acticn in exchange matters taken or proposed by that
Goveri:ent on thz groind thas a change in its domestic sceial or

politi:zal policivs wo::ld riak: such action unncecessary.

.._.xrt ecle X

Miscellaneous

''he relevan ex-laiatiorn of terms contained in Article
XIX of the Ariicles ¢ Agrecnent cf the Fund shall apply to this
Agreer :nt. |
“ The COJTRAC ‘ING P..:TIES shall suspcnd the oper:tion of
Articic IIL of this Agreement.for the scme period cof time and to
the sime cxtert as th.: Fard guspénds the operntion of corres-
pondi-y prcvicions of its Jdriiecles of JAgreement in accorcance with
Artict: XV., fection , o tie Articles of aLareement of “he FPund.
‘'he Jjcccdin Gover ment shall desgijznate from t:me %o
time " 1e porsen or pe 'sons wilo sholl act on its behalf i:. matters
arisii z unter this Ag eemont
(i srovieions 0 eonver procedure between sessions of the

CONTR..JTING P.ARTIES n..d Scerecy Text to be suttled. )
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art cle Xo
{ mendment s

Anendments-uo..this A, recment nay be suggested at any time by
any contracting oarty. 1 amendment to this Agreement shall become
effective in respect.of thosc Acceding Governments which accept it
upon adoption by the CONTEACTING P.ARTIES and thereafter for each
other .cceding Government upon acceptance by it. The CONTRACTING
PARTIES may decide thut any amendmant made effective under this
Article is of suzh a nqture hat any Acceding Government which has
not accepted it withir a period spzcified by the CONTRACTING
PARTIES shall be free to withdraw from the General Agreement or
to remain a ccutracting port;r with the consent of the CONTRACTING
PARTIES. |

+(rticle XIT

v

Accession, Entry into Force and Termination

/Toxt to te agreed on technicel points - so far as I know

uncontroversicl.”

.rticle XITI

Recipruei bty of Odbligations

Contracting Parties hih are members of the Internctional
Monetcry Fund shall accori to the Acceding Government treatment
in exchange mctters not loss favoprable ttan that which they

accord to each other under the aArticles of .greement of the Fund.



