
EUROPEAN MONETA?3Y CO-OPERATION FUND 

FIRST DIWCTIVE OF TIB COMMITTEE OF GOVERNORS 

TO THE AGENT, DATED 1 4 t h  INY 1973 
* .  

These d i r e c t i v e s ,  i s sued  under ~ e c i s i o n  No. 1/73 of t h e ,  Board of 
--\ 

Governors of the  European Monetary Co-operation Fund ( h e r e i n a f t e r  r e f e r r e d  

t o  a s  the  "Boardu and the  "Fund") dated 1 4 t h  May 1973: 

- govern, i n  the  context  of t h e  Fund's opera t ions ,  the  r e l a t i o n s  between 

the  Agent on the one hand and the  Board o r  the  c e n t r a l  banks represented 

on the  Board on the o the r ;  

- s e t  out  the  t echn ica l  t a sks  r e l a t i n g  t o  t h e  execution of c e r t a i n  opera t ions  

of the  Fund t h a t  a r e  en t rus ted  t o  the  Agent. 

I - GENERAL PROVISIONS 

A r t i c l e  1 

The Agent s h a l l  keep t h e  Fund's accounts intended f o r  recording: 

- the  Community c e n t r a l  banks1 debts  t o  and claims on the  Fund 

a r i s i n g  from in te rven t ion  i n  memSer coun t r i e s1  currencies  o r  

from f inancing opera t ions  under the  short-term monetary support 

arrangements ; 

- the  per iodic  se t t l ements  of these  debts  and claims.  

To this end the  necessary accounts s h a l l  be opened f o r  each 

c e n t r a l  bank i n  the  Fund's books. 

A r t i c l e  2 

The accounts opened f o r  t h e  c e n t r a l  banks i n  the  Fund's books 

by the  Agent shall. be kept  a s  fol lows:  

- i n  the  case of opera t ions  i n  member c ~ u n t r i e s ~  currencies :  

i n  Europsan 1uo;ietary S of accouxt ( h e r e i n a f t e r  EMUAS) as 

defined in A r t i c l e  5 of the  FuEd'a S t a t u t e s ;  
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- i n  the case of gold operations: i n  gold un i t s  of account; 

- i n  the case of operations effected,  under the short-term 

monetary support arrangements, i n  currencies of non-member 

countries of the EEC: i n  the currencies ac tua l ly  l e n t  and 

borrowed. 

Ar t i c l e  3 

(1)  Each cen t ra l  bank s h a l l  no t i fy  the Agent of the r a t e  f o r  the 

conversion of i t s  currency in to  EMUAs t ha t  w i l l  be applied to  

a l l  operations recorded by the Agent. 

This r a t e ,  resu l t ing  from the respective def in i t ions  of 

the EMUA and each currency, s h a l l  run to  s ix  s ign i f ican t  f igures ,  

the l a s t  being rounded to the nearest  un i t ,  and s h a l l  indicate  

the value of one ElvIITn expressed.in u n i t s  of each currency. 

Any changes i n  these conversion r a t e s  s h a l l  be communicated 

to  the Agent by each central  bank concerned. 

The Agent s h a l l  forward the l i s t  of these conversion r a t e s  

t o  a l l  the cen t ra l  banks of the member countries a s  well a s  any 

changes i n  these r a t e s  communicated t o -  the Agent. 

(2)  For the purpose of es tabl ishing the uniform Community r a t e  f o r  

the do l la r  i n  EMUAs applicable a t  the time of sett lements,  the 

Agent s h a l l  each month request the EEC central  banks which are  

maintaining a f ixed margin between t h e i r  currencies to  no t i fy  

i t  of the "representative ra te"  fo r  the do l la r  on t h e i r  market on 

the 2nd working day preceding the day of settlement. The Agent 

w i l l  then e s t ab l i sh  the uniform r a t e  f o r  the do l l a r  (ari thmetic 

mean of the representative r a t e s  expressed i n  EMUAs on the bas i s  

of the r a t e  re fe r red  to  under (1) above fo r  conversion of the EMLTA 

i n t o  each of the currencies) ,  which w i l l  run to  6 s ign i f ican t  

f i g ~ r e s ,  thc l a s t  being rounded to  the nearest un i t .  The Agent 

w i l l  immediately communicate t h i s  r a t e  t o  the cen t ra l  banks 

involved i n  the settlements. 

Ar t i c l e  4. 

Each central  bank s h a l l  communicate any changes i n  i ts  discount 

r a t e  to  the Agent. 



A t  the beginning of each month the Agent shalil calculate  

on the bas i s  of the discount r a t e s  i n  force on the l a s t  working 

day of the previous month, and sha l l  communicate t o  the cen t r a l  

banks concerned, the r a t e s  of i n t e r e s t  that  w i l l  be applied during 

the current month to  the overa l l  balances on EMUA accounts a-rld on 

gold accounts. 

The r a t e  of i n t e r e s t  applicable to  EMUA account balances 

s h a l l  be equal t o  the ari thmetic mean - rounded t o  the below - 
of the discount r a t e s  of the Community central  banks maintaining 

a f ixed f luc tua t ion  margin between t h e i r  currencies. 

The i n t e r e s t  r a t e  applicable to  gold accounts s h a l l  be 

ha l f  t h a t  f o r  El\'iUA accounts. 

The i n t e r e s t  r a t e  applicable to  accounts i n  third-country 

currencies s h a l l  be communicated t o  the Agent by the cen t ra l  banks 

concerned a t  the time the short-term support operation i s  entered 

in to .  

Ar t ic le  5 

The Agent s h a l l  make a report  t o  the Chairman of the  Board of 

Governors i n  the f i r s t  week of each month concerning the operations 

recorded by the Fund i n  the course of the previous month and s h a l l  

fu rn ish  the Sec re t a r i a t ,  f o r  use a t  the Board meeting, with a 

statement of the Fund's accounts and of the accounts opened f o r  

the  cen t ra l  banks i n  i t s  books. 

Ar t ic le  6 

A l l  communications between the Agent and the par t ic ipant  cen t ra l  

banks s h a l l  be i n  German, English or  French; they w i l l  be txans- 

mitted by te lex  or by telegram duly numbered and authenticated.  

A spec ia l  system of numbering w i l l  be rcserved f o r  these 

messages; the s e r i a l  number of each of them w i l l  be immediately 

preceded by the code word FECOM, to  ensure t ha t  on a r r i v a l  i t  i s  

delivered t o  the sole  persons responsible f o r  t ransact ions  with 

the  Fund. 

The not i f ica t ions  t o  the Agent provided f o r  by this Direc- 

t i v e  s h a l l  be drawn up i n  accordence with specimens devised by the 

Agent, i n  agreement wit;h the cen t r a l  banks. 



Financing operations called f o r  by intervention i n  EEC currencies 

s h a l l  be not i f ied  on the day they are  entered in to  by the cen t r a l  

bank carrying them out: 

- t o  the Agent; . .  - . . . 
- t o  the cent ra l  bank whose currency i s  involved. 

Such not i f ica t ion  s h a l l  cover: 

- the nature of the intervention (buying or  s e l l i ng ) ,  

- the amount of the intervention expressed: 

. i n  each of the currencies concerned, 

. i n  EMUAs on the basis  of the conversion r a t e  of the c red i to r ' s  

currency, 

- the spot operation value date,  

- the normal maturity date of the financing ( l a s t  working day of 

the month following tha t  i n  which the intervention was value- 

dated). 

The cent ra l  bank i ssu ing  the currency f o r  which the intervention 

takes place s h a l l  acknowledge receipt  of the no t i f i ca t ion  to  the 

cent ra l  bank tha t  has intervened and s h a l l  confirm i t s  agreemeht 

to  the Agent i n  the same form a s  the ini t ial  not i f ica t ion .  

Art ic le  8 

(1) Transfers between the credi tor  and debtor central  banks of t he i r  

respective currencies sha l l  be effected d i rec t  on the agreed value 

date.  

The Agent s h a l l  book financing operations on t h e i r  spot 

value date i n  the EMUA account opened i n  the Frxlldrs books f o r  

each of the cen t r a l  banks concerned correspondirs t o  the normal 

financing maturity not i f ied  by the par t ies ,  

( 2 )  The Agent s h a l l  give confirmation of the execution of the accounting 

operations t o  the cent ra l  banks concerned and inform them of the 

overal l  balance on t h e i r  accounts i n  the Fund% books resu l t ing  

therefrom together with a breakdown by maturity. 



Article  9 

In t e res t  on the overal l  balances on EMUA accounts sha l l  be 

calculated on the basis  of the unifom monthly r a t e ,  the 

exact number of days and 365 days a year. 

Its amount w i l l  be entered on the respective EMUA 

accounts of the credi tor  &d debtor central  banks on the 

maturity date of these accounts o r  a t  any time tha t  they 

may be l iquidated i n  advance. 

Ar t ic le  10 

I n  order -to f a c i l i t a t e  to  the maximum the voluntary of fse t t ing  

of the central  banks' account balances with d i f fe r ing  maturity 

dates,  the Agent s h a l l  inform the central  banks concerned of the 

scope that  ex i s t s  f o r  offset t ing.  

I f  the pa r t i e s  agree, the Agent sha l l  carry out the 

o f f se t t ing  operations envisaged and not i fy the cent ra l  banks 

concerned of the new balances on t h e i r  accounts a f t e r  offset t ing.  

Voluntary of fse t t ing  operations may t&e place between 

the normal settlement dates. 

Ar t ic le  11 

A cent ra l  bank tha t  i s  i n  debt t o  the l?und and wishes to  reduce 

i t s  l i a b i l i t i e s  t o  the Fund by advance repayment i n  currencies 

of Fund credi tors  must ask the Agent, i n  good time, t o  l e t  i t  

know what currencies the Fund i s  l ike ly  to  accept, i . e .  the 

currencies of cent ra l  banks tha t  w i l l  have claims on the Fund on 

the maturity date i n  question. 

I f  the operation envisaged i s  carried out, the currency 

applied to  repayment by the debtor central  bank s h a l l  be booked 

i n  ETWAS on the basis  of the fixed conversion r a t e  f o r  that 

currency and s h a l l  involve the accounts of the two central  banks 

concerned with the e a r l i e s t  common maturity. 

Unless the central  banks concerned decide otherwise, 

advance settlements sha l l  normally be booked before the 20th of 

the month i n  which the i r  maturity f a l l s .  



Article 12 

When a central bank that is in debt to the Fund asks to avail 

itself of the three-month prolongation of financing p~ovided for 

by the agreement of 10th April 1972 it must inform the Agent in 

good time, 

The Agent shall obtain the agreement of the central banks 

with accounts in credit for that maturity and shall, on that 

maturity date, make the necessary transfers proportionately, as 

regards the creditor accounts affected by the operation, to the 

balances standing on them. 

When at the maturity to be prolonged one of the creditor 

centml banks does not agree to the prolongation requested, the 

rolled-over balance shall be reduced accordingly by an amount 

corresponding to the balance of the creditor central bank in 

question. 

Article 13 

Before the 5th of each month, the central banks of the EEC countries 

shall notify the Agent of the composition of their gross reserves 

as shown in the monthly statistics sent to the Committee of EEC 

central-bank Governors, 

This notification shall take the form of a statement as 

at the last day of the previous month showing the composition 

of the gross reserves in EMUAS and in percentages with a break- 

down into: 

- gold, including sight gold account balances with the P m ;  

- l24.2' reserve position; 
- holdings of SDRs; 
- US dollars; 
- other currencies. 
Settlements in the Fund will take place, normally on the 

basis of this composition of the gross reserves, at the end of the 

month following that in which they are established. 

As soon as it is in possession of the statements of the 

gross reserves of all the central banks, and in any event before 

the 10th of each month, the Ageut shall send back to each of the 

banks a surmr;ary statement. 



Article 14 .-- 

(l) Settlements shal l  be effected i n  proportion t o  the gross reserve 

holdings of the debtor central banks a t  the end of the month 

preceding the settlement. These holdings are s p l i t  into two 

categories : 

(a )  gold o r  gold-linked holdings 

- gold, including sight gold account balances with the Fund; 

- IMF reserve position; 

(b) currency holdings 

- US dol lars ;  

- EEC currencies participating i n  the maintenance of fixed 

margins among themselves ; 

- other currencies. 

(2)  In settlements - unless the agreement of a l l  the par t ies  concerned 

i s  obtained by o r  signified t o  the Agent - the proportion of reserve 

holdings of each category transferred must be identical  to  that  i n  

the debtor central  bank's reserves, th is  bank having the r ight  t o  

choose which reserve elements of each category i t  w i l l  deliver.  

Article 15 

(1) Before the 15th of the month, each central bank i n  debt t o  the Fund 

a t  the end-month maturity shal l  furnish the Agent with the s p l i t  

between reserve elements f o r  the settlement tha t  i t  proposes t o  

make, subject t o  any adirance settlements that  might be made i n  

accordance with Article.  11. 

(2)  The Agent, a f t e r  checking that  what i s  intended accords with the 

provisions of Article 14 above, with allowance f o r  planned advance 

settlements o r  roll-overs, sha l l  before the 20th of the month inform 

each debtor central  bank of the s p l i t  between the reserve holdiiiga 

t o  be transferred, f o r  account of the Fund, t o  each credi tor  central  

bank i n  proportion t o  the i r  respective credi t  balances a t  the maturity 

i n  question. 

The Agent shal l  simul-taneously notify each credi tor  central  

bank of the composition of the reserve holdings t o  be transferred t o  

i t  for  account of the Fund by each debtor central  :',Y& a t  the end- 

month maturity. 

The amounts of the holdings t o  be t r a n s f c -  .. shal l  be expressec 

i n  ENUAs. 
P- - _ _  - _ -_ p p  p-p 



Article  16 

(1) Gold sett lements sha l l  be effected by the cent ra l  banks concerned 
' and booked by the Agent i n  accordance with the provisions l a i d  

down by the Committee of EEC central-bank Governors or  the Fund's 

~ o a r d  of Governors, these provisions being the subject of special. 

direct ives .  

( 2 )  Since the t ransfers  of gold-linked reserve elements have to  be 

effected by the International Monetary Fund, i t  s h a l l  be f o r  the 

debtor and credi tor  central  banks to  make the necessary approaches 

to  the IMF with a view to having the t ransfers  carr ied out on the 

r ight  date and t o  not i fy the Agent of the i r  execution. 

On rece ip t  of not i f ica t ion  that  t ransfers  of gold-linked 

elements have been carried out, the Agent sha l l  make squaring 

en t r i e s  on the corresponding accounts i n  the Fund's books. 

(3)  I n  the case of settlements, conversion into EMUAs .of the reserve 

holdings of category (b )  as  defined i n  Article 14 (1 )  above sha l l  

be effected i n  accordance with the rules  of the Agreement of 

10th April 19.72 and subsequent decisions of the Committee of EEC 

central-bank. Governors or  the Fund' S Board of Governors. 

(4) It sha l l  be f o r  the central  ba.nks with claims on o r  debts to  the 

Fund to  advise the ~ ~ i n t  of the execution of settlements effected 

between them d i rec t  on the agreed date. 

On rece ip t  of these confirmations, the Agent sha l l  i n  

the Fund's books square the accounts of the central  banks concerned 

and inform them of the overall  balance on t h e i r  accounts a f t e r  

settlement together with a break-down by maturity. 




