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AN BILLE UM CHOMHAONTUITHE BRETTON WOODS,
1957.

BRETTON WOODS AGREEMENTS BILL, 1957.

EXPLANATORY MEMORANDUM.

General Description.

1. The purpose of the Bill is to enable Ireland to become a 
member of the International Monetary Fund and the International 
Bank for Reconstruction and Development.

2. These institutions were set up under the Bretton Woods 
Agreements of July, 1944. The text of these agreements is given 
in the Schedule to the Bill. The main purpose of the Fund is to 
maintain reasonable stability of exchange rates, encourage the 
removal of restrictions on current international transactions and 
provide resources to enable member countries to meet temporary 
deficits in their balance of payments without resorting to restrictive 
measures. The International Bank was established to provide and 
facilitate international investment for increasing production, 
raising living standards and helping to bring about a better balance 
in world trade. Membership of one institution involves member
ship of the other. The resources and facilities of both institutions 
are available only to members.

3. A condition of membei’ship of the Fund is the payment of a 
subscription or quota fixed by the Executive Board. Membership 
of the Bank involves the purchase of shares of its capital stock as 
determined by the Bank. The nominal subscription to the Bank 
is the same as that settled for the Fund, though the manner and 
extent of the payments differ. It is understood that Ireland’s 
subscription to each institution will be fixed at $30 million (£10.7 
million) and the various calculations mentioned in this memorandum 
are based on that figure.

4. Membership of the Fund entitles a country to borrow within 
certain limits to meet a temporary deficit in its balance of payments. 
The subscription or quota determines how much a member may 
obtain. A country may nonnally borrow up to 25 per cent, of its 
quota in any period of twelve months and up to a total amount 
equal to twice its quota. These limits can be waived at the Fund's 
discretion and, in fact, the Fund has used its powers in this regard 
a numlier of times over the past year.

5. The Bank may guarantee or make loans to Governments or 
other borrowers for purposes of reconstruction and development. 
Loans to other borrowers require the guarantee of the Government, 
Central Bank or some comparable agency of the memlier country 
concerned. It is the policy of the Bank to give advice on request 
on particular economic and financial problems and on general 
development plans even where these are not related to Bank invest
ments. For this purpose, it organises survey missions to member 
countries which make specific recommendations. Another activity 
of the Bank is the provision of facilities for the training of officials 
in planning, administration and management. Loans by the Bank 
are financed from the original stock subscriptions of member 
countries and from the sale of its securities and of borrowers’ 
obligations on the world capital markets.



6. In the case of the Fund, 25 per cent, of the quota or 10 per 
cent, of net official gold and dollar holdings, whichever is the lower, 
is payable in gold. As this country will be required to pay 10 per 
cent, of its net official gold and dollar holdings, the gold sub
scription to the Fund will amount to $4.3 million (£1.5 million) on 
the basis of the figure for 18 May, 1957. This is liable to be 
increased later if our official gold and dollar holdings increase 
materially. The balance of $25.7 million (£9.2 million) is payable 
in Irish currency. Any part of this balance not needed for the 
Fund's operations can be paid in the form of non-negotiable non- 
interest-bearing demand notes. These would be deposited in the 
Central Bank for the account of the Fund.

7. So far as the International Bank is concerned, 2 per cent, of 
each share is payable in gold or United States dollars and a further 
18 per cent, in the currency of the member State. The payments 
required in our case will be, therefore, $0.6 million (£0.2 million) 
in gold or United States dollars and $5.4 million (£1.9 million) in 
Irish currency. As in the case of the Fund, non-negotiable non- 
interest-bearing demand notes are accepted in respect of any part 
of a member’s currency not needed for the Bank’s operations. The 
remaining 80 per cent ($24.0 million or £8.6 million) may not be 
called up except to meet defaults on loans made by the Bank; these 
calls in respect of defaults are payable in gold or United States 
dollars or the currency of the defaulted obligation. In regard to 
the proportion of 18 per cent, of each share payable in local 
currencies, the International Bank expects members to release these 
balances so far as they can to meet its capital requirements for 
lending purposes.

8. Membership of the Fund and Bank will involve a total 
immediate cash subscription in gold and dollars of $4.9 million 
(£1.7 million). It is proposed to finance the gold and foreign 
currency payments under the Agreements by adjustments as 
between the Foreign Exchange Account and the Exchequer. 
Advances originally made to the Account from the Exchequer will 
be repaid to offset the gold and foreign currency expenditure 
falling on the Central Fund under the Bill.

9. A member is entitled to withdraw from the Fund and the 
Bank at any time and is entitled to be repaid its capital subscription 
to both institutions. Any debts it may have incurred before with
drawing would, of course, have to be settled and it would be liable 
for contingent liabilities of the Bank so long as any part of the 
loans or guarantees contracted before it withdrew was outstanding.

Section 2.

Approval of Acceptance of Agreements.
When an application for membership of the Fund and 

the Bank has been approved, the prospective member is required 
to sign the Articles of Agreement of the Fund and the Articles 
of Agreement of the Bank and deposit with the Government of the 
United States of America instruments setting forth that it has 
accepted these Agreements in accordance with its law and has taken 
all steps necessary to enable it to carry out all of its obligations. 
The country becomes a member of the Fund and Bank on the date 
of deposit of these instruments. Section 2 of the Bill gives approval 
for the acceptance by the Government of the Agreements and the 
subsequent sections provide the powers necessary to enable the 
Government to implement them.

Section 3.

Financial Provisions.
Subsection (2) of Section 3 authorises certain payments to be 

made, as and when appropriate, out of the Central Fund. These 
payments may be summarised as follows:

(i) the subscriptions to the Fund and the Bank and any 
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increase in the subscription to the Fund (the 
amount which a country may borrow from the Fund 
depends on the size of its subscription—see par. 4);

(ii) any payments required to maintain the gold value of
the Fund’s assets, or the value of the Bank's 
holdings of local currency, in the event of a 
reduction in the par value of the currency, a 
depreciation in its foreign exchange value or a 
uniform change in the par values of all currencies;

(iii) any payments required to purchase the currency ot 
another member from the Fund, to pay charges on 
that purchase and to repurchase the Irish currency 
originally tendered in the transaction;

(iv) any payments required under the guarantee of the
Fund’s assets against loss from failure or default 
on the part of the depository;

(v) any payments required in connection with the settle
ment of accounts in the event of withdrawal by 
Ireland from membership of the Fund or liquida
tion of the latter or, in the event of withdrawal 
from the Bank, any payments under the liability 
for losses by the Bank on loans or guarantees which 
were contracted before Ireland withdrew.

Subsection (3) of Section 3 empowers the Minister for Finance 
to create and issue to the Fund and Bank, in such form as he thinks 
fit, the non-negotiable non-interest-bearing demand notes which may 
be paid in respect of that part of the Irish currency portion of the 
subscriptions which is not needed for the Fund’s and Bank’s 
operations.

Subsections (4) to (6) of Section 3 provide that the Minister for 
Finance shall have the necessary borrowing powers to raise sums 
required for payments under Section 3; that the principal and 
interest of any securities issued in exercise of these powers, and the 
expenses incurred in connection with their issue, shall be charged 
on the Central Fund and that any moneys received by the Govern
ment from the Fund or the Bank or raised by the aforementioned 
securities shall be placed to the credit of the account of the 
Exchequer and form part of the Central Fund.

Designation of Depository.
Subsection (7) of Section 3 provides that the Central Bank shall 

act as a depository for the Fund’s and Bank’s holdings of local 
currency and other assets, and that it may advance to the Minister 
for Finance any sum or sums required for payments under 
Section 3.

Status, Privileges and Immunities.
Paragraphs (a) and (b) of subsection (8) of Section 3 provide that 

the Fund and Bank shall enjoy a certain status and certain 
privileges and immunities to enable them to fulfil their functions. 
These are briefly:

(i) the possession of full juridical personality;
(ii) in the case of the Fund, immunity of property and

assets from judicial process, and, in the case of the 
Bank, the limiting of judicial process to the bring
ing of actions only in a court of competent 
jurisdiction in the territories of a member in which 
the Bank has an office, has appointed an agent for 
the purpose of accepting service or notice of process, 
or has issued or guaranteed securities;

(iii) immunity from search, requisition, confiscation,
expropriation or any other form of seizure;

(iv) immunity of archives;
3



(v) freedom of property and assets from restrictions,
regulations, controls and moratoria;

(vi) immunities and privileges of officers and employees;
(vii) immunities from taxation of assets, property, in

come, securities, etc., of the Fund and Bank and 
of salaries and emoluments paid to officers or em
ployees who are not local citizens, local subjects or 
other local nationals.

In regard to the immunities of the Fund and Bank from taxation 
it is necessary to make clear in the Bill that the following are not 
included :

(i) the importation by either institution of goods free of
customs duty without any restriction on their sub
sequent sale;

(ii) exemption from duties or taxes which form part of
the price of goods sold;

(iii) exemption from taxes or duties which are in fact no 
more than charges for services rendered.

V nenf orce ability of certain Exchange Contracts.
Paragraph (c) of subsection (8) of section 3 gives the force of 

law in the State to the provision in the Fund Agreement whereby 
exchange contracts which involve the currency of any member and 
which are contrary to the exchange control regulations of that 
member maintained or imposed consistently with the Fund Agree
ment shall be unenforceable in the territories of any member.

Department of Finance, 
Meitheamh, 1957.
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