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Explanatory note

General policy statement
This Bill, which amends the International Finance Agreements Act
1961 (the principal Act), provides for New Zealand to recognise
changes to the Articles of Agreement of the International Monetary
Fund (theArticles), which are the governing documents of the Inter-
national Monetary Fund (IMF). These changes were agreed by IMF
Governors in 2008 and 2010 and focus on improving the represen-
tation of fast-growing emerging market countries at the IMF. The
IMF’s main source of lending resources (quota) will also be doubled.
The Bill also creates a regulation-making power in the principal Act
so that future updates to the Articles can be made by regulation.
This power will simplify the process by which New Zealand meets
its international obligations, taking into account the fact that, once
changes to the Articles are agreed by the requisite majority of IMF
members, New Zealand is bound by the amendments whether or not
they have been incorporated into New Zealand legislation.
The IMF is an international organisation that oversees the global fi-
nancial system by monitoring the macroeconomic policies of mem-
ber countries and by lending to countries facing adverse economic
conditions.
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Over time, the shareholding (quota share) of many IMF members
has not kept pace with the members’ relative positions in the world
economy, and many fast-growing emerging market countries have
become substantially under-represented. For this reason, the IMF
has introduced reforms to realign members’ quota share with their
relative economic weight in the world and enhance the voting power
and representation of low-income countries.
The amendments to the principal Act will come into force on the day
after the date on which this Act receives the Royal assent, except
the amendments relating to the 2010 IMF reforms. Those amend-
ments will be brought into force on a date to be appointed by the
Governor-General by Order in Council. The Order in Council will
be made when three-fifths of the IMF members, having 85% of the
total voting power, have accepted the changes, and the IMF has for-
mally communicated that acceptance to all members.
The Bill does not require a regulatory impact statement because it
will enable New Zealand to comply with existing international obli-
gations that are binding on New Zealand, and will have no or only
minor impacts on businesses.

Clause by clause analysis
Clause 1 is the Title clause.
Clause 2 is the commencement clause. The Act comes into force on
the day after the date on which the Act receives the Royal assent,
except for clause 6, which comes into force on a date appointed by
the Governor-General by Order in Council. The amendments made
by clause 6 and set out in Schedule 2 will be brought into force when
they have been approved by the necessary majority of IMFmembers.
Clause 3 states that the principal Act amended is the International
Finance Agreements Act 1961.
Clause 4 inserts new section 10, which enables the text of the inter-
national agreements set out in schedules to the principal Act and the
International Finance Agreements Amendment Act 1966 to be up-
dated by Order in Council. Orders in Council made under new sec-
tion 10 will be subject to disallowance, published in the Statutory
Regulations series, and notified in the Gazette.
Clauses 5 and 6 amend Schedule 1, which sets out the Articles of
Agreement of the IMF.
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The amendments made by clause 5 (set out in Schedule 1) were
agreed to in 2008 and approved by the necessary majority of IMF
members in February 2011. They relate to representation and par-
ticipation in, and expanding the investment authority of, the IMF.
The amendments made by clause 6 (set out in Schedule 2), which
relate to reforming the Executive Board of the IMF, were agreed to in
2010. Clause 6 will be brought into force by Order in Council when
the amendments have been approved by the necessary majority of
IMF members.
Clause 7 repeals the International Finance Agreements Amendment
Act 1975 (the 1975 amendment Act). The substantive sections of
the 1975 amendment Act are sections 3 and 4, which are both redun-
dant. Section 3 relates to a Financial Support Fund of the Organisa-
tion for Economic Co-operation and Development, which does not
exist because the international agreement under which it was to be
established was not ratified by a sufficient number of States. Sec-
tion 4 contains a permanent legislative authority for payments relat-
ing to New Zealand’s guarantee of obligations of the Cook Islands as
a member of the Asian Development Bank. That guarantee expired
in 2001.
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The Parliament of New Zealand enacts as follows:

1 Title
This Act is the International Finance Agreements Amendment
Act 2011.
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2 Commencement
(1) This Act comes into force on the day after the date on which it

receives the Royal assent, except as provided in subsection
(2).

(2) Section 6 comes into force on a date appointed by the Gov- 5
ernor-General by Order in Council.

3 Principal Act amended
This Act amends the International Finance Agreements Act
1961.

4 New section 10 inserted 10
The following section is inserted after section 9:

“10 Power to amend schedules
“(1) The Governor-General may, by Order in Council,—

“(a) amend any schedule specified in subsection (2) to
bring the text of the agreement or convention set out 15
in that schedule up to date; and

“(b) repeal any schedule specified in subsection (2) and
substitute a new schedule setting out in an up-to-date
form the text of the agreement or convention set out in
the repealed schedule. 20

“(2) The schedules that may be amended, or repealed and substi-
tuted, are—
“(a) Schedule 1 (which sets out the text of the Fund Agree-

ment):
“(b) Schedule 2 (which sets out the text of the Bank Agree- 25

ment):
“(c) Schedule 3 (which sets out the text of the Corporation

Agreement):
“(d) Schedule 7 (which sets out the text of the Convention):
“(e) Schedule 1 of the International Finance Agreements 30

Amendment Act 1966 (which sets out the text of the
Agreement Establishing the Asian Development Bank):

“(f) Schedule 2 of the International Finance Agreements
Amendment Act 1966 (which sets out the text of the
Articles of Agreement of the International Develop- 35
ment Association).
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“(3) An order made under subsection (1) is a regulation for the
purposes of the Acts and Regulations Publication Act 1989
and the Regulations (Disallowance) Act 1989.”

5 Schedule 1 amended (implementing 2008 reforms)
Schedule 1 is amended in the manner set out in Schedule 1 5
of this Act.

6 Schedule 1 amended (implementing 2010 reforms)
Schedule 1 is amended in the manner set out in Schedule 2
of this Act.

7 Repeal of International Finance Agreements Amendment 10
Act 1975
The International Finance Agreements Amendment Act 1975
(1975 No 54) is repealed.
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Schedule 1 s 5

Schedule 1 amended (implementing 2008
reforms)

Article V
Section 12(h): repeal and substitute: 5

“(h) Pending uses specified under (f) above, the Fund may
use a member’s currency held in the Special Disburse-
ment Account for investment as it may determine, in
accordance with rules and regulations adopted by the
Fund by a seventy percent majority of the total voting 10
power. The income of investment and interest received
under (f)(ii) above shall be placed in the Special Dis-
bursement Account.”

Section 12: add:
“(k) Whenever under (c) above the Fund sells gold acquired 15

by it after the date of the second amendment of this
Agreement, an amount of the proceeds equivalent to the
acquisition price of the gold shall be placed in the Gen-
eral Resources Account, and any excess shall be placed
in the Investment Account for use pursuant to the provi- 20
sions of Article XII, Section 6(f). If any gold acquired
by the Fund after the date of the second amendment of
this Agreement is sold after April 7, 2008 but prior to
the date of entry into force of this provision, then, upon
the entry into force of this provision, and notwithstand- 25
ing the limit set forth in Article XII, Section 6(f)(ii), the
Fund shall transfer to the Investment Account from the
General Resources Account an amount equal to the pro-
ceeds of such sale less (i) the acquisition price of the
gold sold, and (ii) any amount of such proceeds in ex- 30
cess of the acquisition price that may have already been
transferred to the Investment Account prior to the date
of entry into force of this provision.”

Article XII
Section 3(e): repeal and substitute: 35

“(e) Each Executive Director shall appoint an Alternate with
full power to act for him when he is not present, pro-
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Article XII—continued

vided that the Board of Governors may adopt rules en-
abling an Executive Director elected by more than a
specified number of members to appoint twoAlternates.
Such rules, if adopted, may only be modified in the con-
text of the regular election of Executive Directors and 5
shall require an Executive Director appointing two Al-
ternates to designate: (i) the Alternate who shall act for
the Executive Director when he is not present and both
Alternates are present and (ii) the Alternate who shall
exercise the powers of the Executive Director under (f) 10
below. When the Executive Directors appointing them
are present, Alternates may participate in meetings but
may not vote.”

Section 5(a): repeal and substitute:
“(a) The total votes of eachmember shall be equal to the sum 15

of its basic votes and its quota-based votes.
“(i) The basic votes of eachmember shall be the num-

ber of votes that results from the equal distribu-
tion among all the members of 5.502 percent of
the aggregate sum of the total voting power of 20
all the members, provided that there shall be no
fractional basic votes.

“(ii) The quota-based votes of each member shall be
the number of votes that results from the alloca-
tion of one vote for each part of its quota equiva- 25
lent to one hundred thousand special drawing
rights.”

Section 6(f)(iii): repeal and substitute:
“(iii) The Fund may use a member’s currency held in

the Investment Account for investment as it may 30
determine, in accordance with rules and regula-
tions adopted by the Fund by a seventy percent
majority of the total voting power. The rules
and regulations adopted pursuant to this provi-
sion shall be consistent with (vii), (viii), and (ix) 35
below.”
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Article XII—continued

Section 6(f)(vi): repeal and substitute:
“(vi) The Investment Account shall be terminated in

the event of liquidation of the Fund and may
be terminated, or the amount of the investment
may be reduced, prior to liquidation of the Fund 5
by a seventy percent majority of the total voting
power.”

Schedule L
Paragraph 2: repeal and substitute:
“2 The number of votes allotted to the member shall not be cast in 10

any organ of the Fund. They shall not be included in the calcu-
lation of the total voting power, except for purposes of: (a) the
acceptance of a proposed amendment pertaining exclusively
to the Special Drawing Rights Department and (b) the calcu-
lation of basic votes pursuant to Article XII, Section 5(a)(i).” 15
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Schedule 2 s 6

Schedule 1 amended (implementing 2010
reforms)

Article XII
Section 3(b) to (d): repeal and substitute: 5

“(b) Subject to (c) below, the Executive Board shall consist
of twenty Executive Directors elected by the members,
with the Managing Director as chairman.

“(c) For the purpose of each regular election of Executive
Directors, the Board of Governors, by an eighty-five 10
percent majority of the total voting power, may increase
or decrease the number of Executive Directors specified
in (b) above.

“(d) Elections of Executive Directors shall be conducted at
intervals of two years in accordance with regulations 15
which shall be adopted by the Board of Governors.
Such regulations shall include a limit on the total num-
ber of votes that more than one member may cast for
the same candidate.”

Section 3(f): omit “appointed or”. 20
Section 3(f): omit “an elected Executive Director” and substitute “an
Executive Director”.
Section 3(i): repeal and substitute:

“(i)
“(i) Each Executive Director shall be entitled to cast 25

the number of votes which counted towards his
election.

“(ii) When the provisions of Section 5(b) of this Art-
icle are applicable, the votes which an Executive
Director would otherwise be entitled to cast shall 30
be increased or decreased correspondingly. All
the votes which an Executive Director is entitled
to cast shall be cast as a unit.

“(iii) When the suspension of the voting rights of
a member is terminated under Article XXVI, 35
Section 2(b), the member may agree with all the
members that have elected an Executive Director
that the number of votes allotted to that mem-
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Article XII—continued

ber shall be cast by such Executive Director,
provided that, if no regular election of Execu-
tive Directors has been conducted during the
period of the suspension, the Executive Director
in whose election the member had participated 5
prior to the suspension, or his successor elected
in accordance with paragraph 3(c)(i) of Sched-
ule L or with (f) above, shall be entitled to cast
the number of votes allotted to the member. The
member shall be deemed to have participated in 10
the election of the Executive Director entitled to
cast the number of votes allotted to the member.”

Section 3(j): omit “not entitled to appoint an Executive Director
under (b) above”.
Section 8: omit “If the member is not entitled to appoint an Executive 15
Director, it” and substitute “The relevant member”.

Article XXI
Paragraph (a)(ii): omit “appointed or” in each place where it appears.
Paragraph (a)(ii): omit “to the member which is a participant that
appointed him or”. 20
Paragraph (a)(ii): omit “For the purposes of this provision, an agree-
ment under Article XII, Section 3(i)(ii) by a member that is a partici-
pant shall entitle an appointed Executive Director to vote and cast the
number of votes allotted to the member:”.

Article XXIX 25
Paragraph (a): omit “not entitled to appoint an Executive Director”.

Schedule D
Paragraph 1(a): omit “that appoints an Executive Director and each”
and substitute “or”.
Paragraph 1(a): omit “allotted to them cast by an elected” and sub- 30
stitute “allotted to it or them cast by an”.
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Schedule D—continued

Paragraph 5(e) and (f): repeal and substitute:
“(e) When an Executive Director is entitled to cast the num-

ber of votes allotted to a member pursuant to Article
XII, Section 3(i)(iii), the Councillor appointed by the
group whose members elected such Executive Director 5
shall be entitled to vote and cast the number of votes al-
lotted to such member. The member shall be deemed to
have participated in the appointment of the Councillor
entitled to vote and cast the number of votes allotted to
the member.” 10

Schedule E
Repeal and substitute:

Schedule E
Transitional Provisions with Respect to

Executive Directors 15

1 Upon the entry into force of this Schedule:
(a) Each Executive Director who was appointed pursuant

to former Article XII, Sections 3(b)(i) or 3(c), and was
in office immediately prior to the entry into force of this
Schedule, shall be deemed to have been elected by the 20
member who appointed him; and

(b) Each Executive Director who cast the number of votes
of a member pursuant to former Article XII, Section
3(i)(ii) immediately prior to the entry into force of this
Schedule, shall be deemed to have been elected by such 25
a member.

Schedule L
Paragraph 1(b): omit “appoint, elect,” and substitute “elect”.
Paragraph 3(c): omit “appointed or”.
12

Wellington, New Zealand:
Published under the authority of the New Zealand Government—2011
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