Section 2. Depositories

(a) Each member shall designate its central bank as a depository for all
the Fund’s holdings of its currency, or if it has no central bank it shall
designate such other institution as may be acceptable to the Fund.

(b) The Fund may hold other assets, including gold, in the depositories
designated by the five members having the largest quotas and in such other
designated depositories as the Fund may select. Initially, at least one-
half of the holdings of the Fund shall be held in the depository designated
by the member in whose territories the Fund has its principal office and at
least forty percent shall be held in the depositories designated by the
remaining four members referred to above. However, all transfers of gold by
the Fund shall be made with due regard to the costs of transport and antic-
ipated requirements of the Fund. In an emergency the Executive Board may
transfer all or any part of the Fund’s gold holdings to any place where
they can be adequately protected.

Section 3. Guarantee of the Fund’s assets

Each member guarantees all assets of the Fund against loss resulting from
failure or default on the part of the depository designated by it.

Article XIV
Transitional Arrangements

Section 1. Notification to the Fund

Each member shall notify the Fund whether it intends to avail itself of
the transitional arrangements in Section 2 of this Article, or whether it
is prepared to accept the obligations of Article VIII, Sections 2, 3, and
4. A member availing itself of the transitional arrangements shall notify
the Fund as soon thereafter as it is prepared to accept these obligations.

Section 2. Exchange restrictions

A member that has notified the Fund that it intends to avail itself of
transitional arrangements under this provision may, notwithstanding the pro-
visions of any other articles of this Agreement, maintain and adapt to
changing circumstances the restrictions on payments and transfers for cur-
rent international transactions that were in effect on the date on which it
became a member. Members shall, however, have continuous regard in their
foreign exchange policies to the purposes of the Fund, and, as soon as con-
ditions permit, they shall take all possible measures to develop such com-
mercial and financial arrangements with other members as will facilitate
international payments and the promotion of a stable system of exchange
rates. In particular, members shall withdraw restrictions maintained under
this Section as soon as they are satisfied that they will be able, in the
absence of such restrictions, to settle their balance of payments in a man-
ner which will not unduly encumber their access to the general resources of
the Fund.

Section 3. Action of the Fund relating to restrictions

The Fund shall make annual reports on the restrictions in force under
Section 2 of this Article. Any member retaining any restrictions inconsis-
tent with Article VIII, Sections 2, 3, or 4 shall consult the Fund annually
as to their further retention. The Fund may, if it deems such action neces-—



sary in exceptional circumstances, make representations to any member that
conditions are favorable for the withdrawal of any particular restriction,
or for the general abandonment of restrictions, inconsistent with the pro-
visions of any other articles of this Agreement. The member shall be given
a suitable time to reply to such representations. If the Fund finds that
the member persists in maintaining restrictions which are inconsistent with
the purposes of the Fund, the member shall be subject to Article XXVI,
Section 2 (a).

Article XV
Special Drawing Rights
Section 1. Authority to allocate special drawing rights

To meet the need, as and when it arises, for a supplement to existing
reserve assets, the Fund is authorized to allocate special drawing rights
to members that are participants in the Special Drawing Rights Department.

Section 2. Valuation of the special drawing right

The method of valuation of the special drawing right shall be determined
by the Fund by a seventy percent majority of the total voting power, pro-
vided, however, that an eighty-five percent majority of the total voting
power shall be required for a change in the principle of valuation or a
fundamental change in the application of the principle in effect.

Article XVI
General Department and Special Drawing Rights Department
Section 1. Separation of operations and transactions

All operations and transactions involving special drawing rights shall be
conducted through the Special Drawing Rights Department. All other opera-
tions and transactions on the account of the Fund authorized by or under
this Agreement shall be conducted through the General Department.
Operations and transactions pursuant to Article XVII, Section 2 shall be
conducted through the General Department as well as the Special Drawing
Rights Department.

Section 2. Separation of assets and property

All assets and property of the Fund, except resources administered under
Article V, Section 2(b), shall be held in the General Department, provided
that assets and property acquired under Article XX, Section 2 and Articles
XXIV and XXV and Schedules H and I shall be held in the Special Drawing
Rights Department. Any assets or property held in one Department shall not
be available to discharge or meet the liabilities, obligations, or losses
of the Fund incurred in the conduct of the operations and transactions of
the other Department, except that the expenses of conducting the business
of the Special Drawing Rights Department shall be paid by the Fund from the
General Department which shall be reimbursed in special drawing rights from
time to time by assessments under Article XX, Section 4 made on the basis
of a reasonable estimate of such expenses.

Section 3. Recording and information

All changes in holdings of special drawing rights shall take effect only
when recorded by the Fund in the Special Drawing Rights Department.



