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No. 176. FINANCIAL AGREEMENT~BETWEEN THE GOV-
ERNMENT OF THE UNITED KINGDOM AND THE GOV-
ERNMENT OF INDIA. SIGNED AT LONDON, ON 14
AUGUST 1947

The Governmentof the United Kingdom of GreatBritain andNorthern
Ireland (hereinafterreferredto as “the Governmentof the UnitedKingdom”)
and the Governmentof India,

Being desirousof making a temporaryarrangementfor dealing with the
sterlingbalancesof India,

Haveagreedas follows: —

Article I

For the purposesof this Agreementthe sterling assetsof the ReserveBank
of India shallbe takenat thefigure of £1,160million.

Article II

1. The ReserveBank of India shall openwith the Bank of Englanda
new account (hereinafterreferredto as the “No. 2 Account”), to which the
balanceof the total assetsreferredto in Article I above, remainingat the close
of businesson the date of the signatureof this Agreement,shallbe transferred.

2. The No. 2 Account of the ReserveBank of India shall be operated
upon in accordancewith the provisions of Article VI of this Agreementand
anysumsstandingto the creditof the saidAccountshall be availableonly for
the purposesprescribedin that Article.

Article III

1. Thereshall also be establishedat the3Bank of Englandin the name
of the ReserveBank of India a new account (hereinafterreferredto as the
“No. 1 Account”) to which anysterling receivedafter the date of this Agree-
ment by the ReserveBank of India in respectof current transactionsandany
sumstransferredfrom the No. 2 Account shall be credited.

1 Came into force on 14 August 1947, in accordancewith article XI.
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2. The Governmentof the United Kingdom shall not restrict the avail-
ability of sterling standingto the credit of the No. 1 Account for paymentsfor
current transactionsin any currencyarea or for the purposeof any payment
to residentsof the sterling area.

Article IV

1. Thereshall be transferredforthwith from the No. 2 Account to the
No. 1 Account £35 million less the amount by which the total of the Reserve
Bank of India’s sterling assets,as establishedby Article I of this Agreement,
exceedsthe amounttransferredto the No. 2 Account in accordancewith para-
graph 1 of Article II of this Agreement.

2. Thereshall also be transferredfrom the No. 2 Account to the No. 1
Account the equivalentof any sums paid from the No. 1 Account after the
15th July, 1947, in respectof:—

(1) the transfer of ownership of military stores, equipment and fixed
assetsin India from the Governmentof the United Kingdom to
the Governmentof India on the 1st April, 1947;

(ii) the settlementof any mattersoutstandingunder the DefenceExpen-
diturePlanand of anyotheraccountsrelatingto transactionswhich
were connectedwith theWar andtook place prior to the 15th July,
1947;

(iii) paymentsoutside India as a result of Agreementsfor the releaseof
assetswhich werevestedin the IndianCustodianof EnemyProperty;

(iv) pensionspaid outside India by or on behalf of the Governmentof
Indiaor anyProvincial Governmentin respectof which an eventual
capitalisationschemeis contemplated;

(v) suchotheritemsas the two Governmentsmayagree.

3. Thereshall be transferredfrom the No. 1 Accountto the No. 2 Account
the equivalentof any sumspaid into the No. 1 Account after the 15th July,
1947,in respectof:—

(i) the settlementof any mattersoutstandingunder the DefenceExpen-
diture Plan and of any other accountsrelating to transactions
which were connectedwith the War and took place prior to the
15th July, 1947;

(ii) suchother itemsas the two Governmentsmay agree.

No. 176



376 United Nations— Treaty Series 1947

Article V

1. In addition to the transferprovided in paragraph1 of Article IV of
this Agreementthereshall alsobe transferredforthwith from the No. 2 Account
to the No. 1 Accountasumof £30 million as aworking balancewhich maybe
drawn upon from time to time to meet any temporary shortagein India’s
availablemeansof paymentabroad.

2. The level at which the working balanceprovided for in this Article
hasbeenmaintainedduringthe currencyof this Agreementshallbe takeninto
considerationin the consultationsreferred to in Article XI of this Agreement
in the light of suchdata as maythenbe provided.

Article VI

(a) TheNo. 2 Accountreferredto in Article II of this Agreementshallbe
creditedwith—

(1) the assetsreferred to in Article II of this Agreement,including the
proceedsthereofatmaturityor on realisation;

(II) the proceedsatmaturity or on realisationof anyinvestmentspurchased
in accordancewith establishedcustom with funds standing to the
credit of the No. 2 Account;

(iii) transfersfrom the No. 1 Account, being transfersprovided for in
paragraph3 of Article IV andparagraph2 of Article VIII of this
Agreement;

(iv) such other transfersas maybe agreedbetweenthe two Governments.

(b) The No. 2 Accountshall be debitedwith—

(1) transfersin accordancewith paragraphs1 and 2 of Article IV, para-
graph 1 of Article V andparagraph2 of Article VIII of this Agree-
ment;

(ii) paymentsin respectof investmentsmadein accordancewith estab-
lishedcustom;

(iii) suchother transfersas maybe agreedbetweenthe two Governments.

Article VII

The Governmentof Indiashall not restrict—

(a) the acceptanceby residentsof India, in settlementof paymentsfor
current transactions,of sterling at the disposalof residentsoutside
India;

No. 176
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(b) the availability of any Indian rupeesarising from permittedcurrent
transactionsand accruingto residentsof the sterling area for any
paymentsinside India or for the purchaseof sterling.

Article VIII

1. Such transfersof capital from India to the rest of the sterling area
and vice versaas may be agreedbetweenthe ReserveBank of India and the
Bank of Englandshallbe subjectto the provisionsof paragraph2 of this Article.

2. The ReserveBank of India and the Bank of Englandshall consult
togetherat agreedintervalsin orderto establishby referenceto the beststatistical
dataavailableto them the net capitalmovementfrom India to the other coun-
tries of the sterling area,or vice versa, as the casemay be, resulting from the
agreedtransfersof capital.Thereafteran amountequalto the net capitalmove-
ment so establishedshallbe transferredfrom the No. 2 Account to the No. 1
Account if the movementis onefrom India to the othercountriesof the sterling
areaor from the No. 1 Account to the No. 2 Accountif the movementis in the
reversedirection.

3. Notwithstandinganything in thisArticle the two Governmentsshallnot
restrict transfersof capital from India to the United Kingdom representing—

(a) remittancesof savingsbelongingto personsof United Kingdom origin
leaving India in orderto takeup permanentresidencein the United
Kingdom; and

(b) the voluntary repatriation of investmentsby personsregardedas re-
sident in the United Kingdom for purposesof exchangecontrol
in theUnited Kingdom.

4. Transfersof capital falling within the descriptionin sections (a) and
(b) of the precedingparagraphshallbe includedin the computationsfor which
paragraph2 provides.

Article IX

1. Thetwo Governmentsshall asoftenas maybenecessaryconsulttogether
with aview to ensuringthe smoothworking of the presentAgreement.

2. The ReserveBank of India andthe Bank of Englandshallbe entrusted
with the technicalexecutionof this Agreementandshallconsulttogetheras often
asmay be necessaryin order to ensureits smoothworking.

No. 176
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Article X

For the purposeof the presentAgreement—

(a) in relation to eventshappeningon or after the 15th August, 1947,
referencesto the Governmentof Indiashallbeconstruedas references
to the Governmentsof boththe new Dominionsset up by the Indian
IndependenceAct, 1947, or to the Governmentof either of them,
as the circumstancesrequire, and the expression“India” shall
continueto denote the territories included in that expressionim-
mediately prior to the 15th August, 1947;

(b) the expression“sterling area” shallhavethe meaningfrom timeto time
assignedto it by the ExchangeControl Regulationsin force in
the United Kingdom. After the coming into force in the United
Kingdom of the ExchangeControl Act, 1947, the expression“ster-
ling area” whereverit occurs in the presentAgreement shall be
deemedto have beenreplacedby the expression“scheduledterri-
tories,” which shallhavethe meaningfrom time to time assignedto
it in the aforesaidExchangeControl Act, 1947;

(c) the expression“paymentsfor currenttransactions”shallhavethe same
meaningas in Article XIX (i) of the Articles of Agreementof the
InternationalMonetaryFund;

(d) in paragraph2 of Article IV the expression“pensions”shallhavethe
meaningassignedto it in the Indian IndependenceAct, 1947.

Article XI

The presentAgreementshall come into force on the 14th August, 1947.
It shall terminateon the 31st December,1947. Further consultationsshall be
held before the terminatioi~of this Agreementwith a view to extending it or
replacingit by anotherAgreementor other Agreements.

IN WITNESS WHEREOF the undersigned,beingduly authorisedtheretoby
their respectiveGovernments,havesignedthe presentAgreement.

DONE at Londonthisfourteenthdayof August, 1947,in duplicate.

For the Governmentof the United Kingdom:
Wilfrid EADY

For theGovernmentof India;
V. NarahariRAO

No. 176
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EXCHANGE OF NOTES

I
INDIAN STERLING BALANCES DELEGATION

INDIA HOUSE, ALDWYCH, LONDON, w,c.2
14thAugust, 1947

DearSir Wilfrid Eady,

With referenceto theFinancialAgreementbetweenour two Governments,
which we havesignedto-day, it is necessaryto record our understandingthat
Indian privatesterling balanceswill not be subject, as the result of this Agree-
ment, to any restriction under ExchangeControl Regulationsin force in the
UnitedKingdom which did not apply to thembeforethe signatureof the Agree-
ment.

For the purposesof this letter, the expression“Indian private balances”
refers to sterlingbalanceswith banksin the United Kingdom ownedby residents
of India other than the ReserveBank of India and the AuthorisedDealersin
Foreign Exchangein India; the balancesof the ReserveBank are dealt with
by theAgreementitself andthoseof theAuthorisedDealersin Foreign Exchange
in India are coveredby an understandingwhich has beenreachedbetweenthe
Bankof Englandandthe ReserveBank of India.

I should be grateful if you would confirm that this correctly sets out the
position.

Yours sincerely,
(Signed) V. NarahariRAO

Sir Wilfrid Eady, K.C.B., K.B.E., C.M.G.
SecondSecretary
His Majesty’s Treasury
Whitehall,S.W.1

II
TREASURY CHAMBERS, s.w.1

14thAugust, 1947
DearMr. NarahariRao,

I haveto acknowledgethe receipt of your letter o~today’s date reading
as follows:—

[SeeNote I]
I havepleasurein confirmingthat your letter correctly setsout the position

with regardto theseprivatebalances.

Yours sincerely,

(Signed) W. EADY
The Hon. Mr. V. NarahariRao, C.S.I., C.I.E.

No. 176
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III

TREASURY CHAMBERS, s.w.1

14thAugust, 1947

Dear Mr. NarahariRao,

With referenceto the FinancialAgreementbetweenour two Governments,
signed today, I wish to record the understandingof His Majesty’s Government
regardingthe treatmentof the sum of United Statesdollars which has been
allocatedto India andwhich is known as India’s “Post-WarDollar Fund.” To
the extentthatanydrawingson the unexpendedbalanceof this Fundhavebeen
or aremadeduring the period 15th July to 31stDecember1947 an equivalent
amount in sterling shall be transferredfrom the No. 2 Account to the No. 1
Accountof the ReserveBankof India.

I should be grateful to have your confirmation of this understandingon
behalf of the Governmentof India.

Yours sincerely,
(Signed) W. EADY

The Hon. Mr. V. NarahariRao, C.S.I., C.I.E.

IV

INDIAN STERLING BALANCES DELEGATION

INDIA HOUSE, ALDWYCH, LONDON, w.c.2

14thAugust, 1947

DearSir Wilfrid Eady,

I haveto acknowledgeyour letter of to-day’sdatereadingas follows:—

[SeeNote III]

I havepleasurein confirmingthat the understandingof your Government,

as set out in that letter, is acceptedby my Government.
Yours sincerely,

(Signed) V. NarahariRAo

Sir Wilfrid Eady,K.G.B., K.B.E., C.M.G.
SecondSecretary
His Majesty’s Treasury
Whitehall,S.W.1

No. 176
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V

TREASURY CHAMBERS, s.w.1

14th August, 1947

DearMr. NarahariRao,

With referenceto the FinancialAgreementbetweenour two Governments,
signed today, it is necessaryto record our understandingregardingthe sterling
assetsin the Silver RedemptionReservewhich hasbeenmaintainedhitherto for
the purposeof enablingthe Governmentof India to fulifi its obligation under
Section 36 of the ReserveBank of IndiaAct, 1934.

So long as it remainsundisturbedHis Majesty’s Governmentwifi regard
this Reserveas a capital assetof the Governmentof India andexcludedfrom
the scopeof the presentAgreement.In the event,however,of the liquidation
of this Reserve,in whole or in part, duringthe currencyof theAgreement,the
resultantproceedsshould, as we see it, be creditedto the No. 2 Account of
the ReserveBank of India; similarly any paymentsto the Silver Redemption
Reservein pursuanceof the practiceof maintainingthevalueof theassetstherein
shallbe chargedto the No. 2 Account.

I should be grateful to haveyour confirmation that this is in accordance
with the understandingof~the Governmentof India.

Yours sincerely,

(Signed) W. EADY

The Hon. Mr. V. NarahariRao, C.S.I., G.T.E.

VI

INDIAN STERLING BALANCES DELEGATION

INDIA HOUSE, ALDWYCH, LONDON, W.C.2

14th August, 1947

Dear Sir Wilfrid Eady,

I haveto acknowledgeyour letter of to-day’s datereadingas follows: —

[SeeNote V]
No. 176
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I havepleasurein confirmingthat the understandingof your Government,

as set out in that letter, is acceptedby my Government.

Yours sincerely,

(Signed) V. NarahariRA0

Sir Wilfrid Eady, K.G.B., K.B.E., G.M.G.
SecondSecretary
His Majesty’s Treasury
Whitehall, S.W.1

VII

TREASURY CHAMBERS, s.w.1

14thAugust, 1947

Dear Mr. NarahariRao,

In theinterim Agreementwhich we havesignedtodayneitherGovernment

hasmadeanyreferenceto the rateof interestto beearnedon thesterlingbalances.

His Majesty’sGovernmentunderstandsthatthe Governmentof Indiahave
agreedwith the ReserveBank of India that during the currencyof the Agree-
ment the Bank will not alterthe dispositionof its sterling assetsin suchamanner
as to increaseappreciablythe overall rate of interestwhich such assetsare at
presentearning. Subject to this understandingthe ReserveBank will be free
to alter its investmentsin accordancewith normal centralbanking practice.

I shouldbe grateful to have your confirmation of this understandingon
behalfof the Governmentof India.

Yours sincerely,

(Signed) W. ~

The Hon. Mr. V. NarahariRao, C.S.I., G.T.E.

No. 176
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VIII

INDIAN STERLING BALANCES DELEGATION

INDIA HOUSE, ALDWYCH, LONDON, w.c.2

14thAugust, 1947

DearSir Wilfrid Eady,

I haveto acknowledgereceipt of your letter of to-day’s date readingas
follows : —

[See Note VII]

I havepleasurein confirming that the understandingof your Government,
as set out in that letter, is acceptedby my Government.

Yourssincerely,

(Signed) V. NarahariRAG

Sir Wilfrid Eady,K.G.B., K.B.E., C.M.G.
SecondSecretary
His Majesty’s Treasury
Whitehall, S.W.1

IX

TREASURY CHAMBERS, s.w.1

14thAugust, 1947
DearMr. NarahariRao,

On the conclusionof the discussionsleading to the Financial Agreement
which you andI havesigned today on behalfof our respectiveGovernments,I
wish to expressmy appreciationof the spirit of cordiality and understanding
which has beena featureof the negotiations.

It is understoodon the part of His Majesty’s Governmentthat theAgree-
ment is of an interim natureto coverthe period up to the end of the present
calendaryear and that it is without prejudice to any subsequentdiscussions
regardingIndia’s sterling balances.

I shouldbe grateful to haveyour confirmation that this is also the under-
standingof your Government.

Yours sincerely,

(Signed) W. EADY

The Hon. Mr. V. NarahariRao, C.S.I., G.T.E.
No. 176
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X

INDIAN STERLING BALANCES DELEGATION

INDIA HOUSE, ALDWYCH, LONDON, W.C.2

14th August, 1947

Dear Sir Wilfrid Eady,

I haveto acknowledgeyour letter of to-day’s datereadingas follows:—

[SeeNoteIX]

I havepleasurein confirmingthat the understandingof your Government,
as set out in that letter, is acceptedby my Government.

May I on my part sayhow much we haveappreciatedthe spirit of mutual
sympathyand understandingwhich has pervadedthe discussionsbetweenthe
two Delegations.

Yours sincerely,

(Signed) V. NarahariRAO

Sir Wilfrid Eady, K.G.B., K.B.E., C.M.G.
SecondSecretary
His Majesty’sTreasury
Whitehall,S.W.1
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