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No. 312. FINANCIAL AGREEMENT1 BETWEEN THE GOV-
ERNMENT OF CANADA AND THE GOVERNMENT OF
THE UNITED KINGDOM. SIGNED AT OTTAWA, ON
6 MARCH 1946

The Governmentof Canadaandthe Governmentof the United Kingdom
of GreatBritain andNorthernIrelandagreeas follows:

0
Article 1

CREDIT

The Governmentof Canadawill extendto the Governmentof the United
Kingdom a credit of $1,250,000,000which may be drawn upon at any time
prior to December31, 1951.

Article 2

PURPOSE OF THE CREDIT

The purposeof the credit is to facilitate purchasesby the United Kingdom
of goods and servicesin Canadaand to assist in making it possible for the
United Kingdom to meet transitional post-war deficits in its current balance
of payments,to maintainadequatereservesof gold anddollarsandto assumethe
obligationsof multilateraltrade.

Article 3

AMORTIZATION AND INTEREST

(i) The amountof the credit drawnby December31, 1951,shallbe repaid
in 50 annualinstalmentsbeginningon December31, 1951, with interestat the
rate of 2 per centper annum. Interestfor the year 1951 shallbe computedon
the amountoutstandingon December31, 1951, and for eachyear thereafter
interestshall be computed on the amount outstandingon January 1 of each
such year.

Forty-nineannualinstalmentsof principal repaymentsandinterestshallbe

equal,calculatedat the rate of $3,182,300for each$100,000,000of the credit

“Came into force on 30 May 1946, with the exceptionof articles 5, 6, and 7 which came
into force on 16 July 1946, thedatesof entry into forcehavingbeenagreedupon, in accordance
with article 9, by the two Governmentsin the exchangesof notesof 30 May and 16 July 19’l•G
respectively.
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drawnby December31, 1951, and thefiftieth annualinstalmentshallbe at the
rateeof $3,184,073,665for eachsuch$100,000,000.Eachinstalmentshall consist
of the full amountof the interestdueandthe remainderof theinstalmentshall
be the principal to be repaid in that year. Paymentsrequiredby this Article
are subject to the provisionsof Article 4.

(ii) The Governmentof the United Kingdom may acceleraterepayment
of the amountdrawnunder this credit.

Article 4

WAIVER OF INTEREST PAYMENTS

In any year in which the Governmentof the United Kingdom requests
the Governmentof Canadato waive the amount of the interest due in the
instalmentof that year, the Governmentof Canadawill grantthe waiver if: —

(a) The Governmentof the UnitedKingdom finds thatawaiver is neces-
sary in view of thepresentandprospectiveconditionsof internationalexchange
andthe level of its gold andforeignexchangereserves;and

(b) The International Monetary Fund certifies that the income of the
UnitedKingdomfrom home-producedexportsplus its net incomefrom invisible
current transactionsin its balanceof paymentswas on the averageover the
five precedingcalendaryears less that the averageannual amountof United
Kingdom imports during 1936-1938,fixed at 866 million poundsas suchfigure
may be adjustedfor changesin the price level of theseimports. If waiver is
requestedfor an interestpaymentprior to thatduein 1955,the averageincome
shallbe computedfor the calendaryearsfrom 1950 throughthe year preceding
thatin which therequestis made;and

(c) Interestpaymentsdue in that year on any credit madeavailableto
the Governmentof the UnitedKingdom to whicha similar provisionfor waiver
of interestappliesare alsowaived.

Article 5

EXCHANGE AND IMPORT ARRANGEMENTS

The Governmentof the UnitedKingdom and the Governmentof Canada
agreethat, in respectof (a) the operationof exchangecontrols and arrange-
ments,and (b) quantitativeimport restrictions,eachwill grantto the residents
andproductsof the other, treatmentnot less favourablethanthat provided for

No. 312
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in any instrument of agreementwith the Governmentof any other country
signedprior to thedateof this Agreement.

Article 6

OUTSTANDING INTEREST-FREE LOAN

The two Governmentsagreethat the interest-freeprovision of the loan
madeto theGovernmentof the United Kingdomunder theWar Appropriation
(United Kingdom Financing) Act, 1942, will continueuntil January 1, 1951,
and that the other arrangementswith regard to the loan will continueas at
presentuntil that date. The two Governmentsagreeto enter into discussions
before January1, 1951,with regardto the questionof intereston, andthe terms
of repaymentof, anybalanceof the loan thenoutstanding.

Article 7

BRITISH COMMONWEALTH Am TRAINING PLAN

The Governmentof Canadaagreesto cancel the amountowing by the
Governmentof the UnitedKingdom to theGovernmentof Canadawith respect
to the British CommonwealthAir TrainingPlan,which amountthetwo Govern-
mentsagreeis $425,000,000.

Article 8

CONSULTATION ON AGREEMENT

The two Governmentsagreethatthey wifi consultwith eachotheras they
may deemnecessaryon the working of any provision of this Agreement,and
that if in the opinion of either Governmentreconsiderationof this Agreement
is justified by the prevailing conditions of international exchangeor by any
major changein the internationalfinancial situationwhich materiallyaltersthe
prospectivebenefitsandobligationsflowing from this Agreementtheywill forth-
with considerwhat changesin its provisionsthey should agreeto make. Any
changesagreedupon by the two Governmentswill be subjectto suchlegislative
approvalas maybe necessary.

Article 9

ENTRY INTO FORCE

This Agreementis madesubject to such legislative approval as may be
necessaryandshall enterinto force in whole or in part at suchtime or timesas
shallbe agreedupon by thetwo Governments.

No. 312
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IN WITNESS WHEREOF the undersigned,being duly authorizedtheretoby
their respectiveGovernments,have signedthis Agreement.

SIGNED ifl duplicateat Ottawa,this sixth dayof March, 1946.

For the Governmentof Canada:

J. L. ILSLEY

Minister of Finance

For the Governmentof the United Kingdom:

Malcolm MACDONALD

High Commissionerfor the United
Kingdom

EXCHANGES OF NOTES

I

The Canadian Minister of Finance to the UnitedKingdom Chancellorof the

Exchequer

Ottawa,6th March,1946

DearChancellorof the Exchequer,

On the occasionof the signatureof the financial agreementbetweenthe
Governmentof the United Kingdom and the Governmentof Canada,I should
like to place on record our understandingregarding the entry into force and
implementationof this agreementin relation to the actionby the UnitedStates
Congresson the financial agreementbetweenthe Governmentof the United
Kingdom and the Governmentof the United States,signed at Washingtonon
December6, 1945.

The agreementbetweenthe UnitedKingdom andCanadahasbeendrawn
up in the expectationthat the Anglo-Americanagreementwill be approvedby
Congressand will enter into force some time during the current year. If,
however,Congressdoesnot approvethe Anglo-Americanagreement,our under-
standing is that, in the terms of Article 8 of our agreement,a major change
would have occurred in the international financial situation, which would
materiallyalter prospectivebenefitsandobligationsflowing from our agreement,

No. 312
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andthat consequentlyit would be necessaryforthwith to considerwhat changes
in the provisionsof our agreementthe two Governmentsshould agreeto make,
subjectto suchlegislativeapprovalas maybe necessary.In thesecircumstances,
it is also our understandingthat Articles 5, 6, and 7 of our agreementwill not
be implementeduntil it is known whether the United States Congresshas
approvedthe Anglo-Americanagreement.I agree,however,that thesearticles
are to be implementedimmediatelyCongressapprovesthe agreement.

I should appreciateit if you would confirm that the aboveunderstanding
is in accordancewith that of your Government,

Yours very truly,

J. L. ILSLEY

TI
The UnitedKingdom Chancellorof the Exchequer

to the CanadianMinister of Finance

TREASURY

London,6th March, 1946

DearMr. lisley,

I havereceivedyour letter of 6th Marchon the relation betweenthe imple-
mentationof our Agreementand the action of Congresson theAnglo-American
Agreement.

I confirm that my understandingof the position is the sameas yours.

OurAgreementis of the greatestvalue to the commoninterestsof our two
countries, and I take this opportunity of expressingto you my most sincere
appreciationof theactionof your Government.

Yours sincerely,

Hugh DALTON

No. 312
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III

The Canadian Minister of Finance to the High Commissionerfor the United

Kingdom
DEPARTMENT OF FINANCE

Ottawa,May 30th, 1946
Dear Sir:

Article 9 of the financial Agreementbetweenthe Governmentof Canada
and the Governmentof the United Kingdom which was signedon March 6,
1946, providesthat the Agreementis madesubjectto suchlegislative approval
as may be necessaryandshall enterinto force in whole or in part at suchtime
or times as shallbe agreedupon by the two Governments.

The Agreementhasbeenapprovedby the Parliamentof Canadaby an
Act entitled The United Kingdom FinancialAgreementAct, 1946, which was
assentedto on the 28th day of May last. A proclamationis beingissuedto-day
bringing the Act, exceptsections4 and 5, into force on May 30th, 1946.

It now remainsfor the two Governmentsto agreeupon the time or times
whenthe Agreementin wholeor in part should comeinto force.

You will recall my letter of March 6, 1946 to the Chancellorof the Exche-
quer andhis reply of the samedatein which it was agreedthat Articles 5, 6,
and7 of the Agreementwould not be implementeduntil it was known whether
the UnitedStatesCongressapprovedtheAnglo-AmericanAgreement. By these
lettersit was also agreedthat if Congressdid not approvethe Anglo-American
Agreementa major changewould haveoccurredin the internationalfinancial
situationand that consequentlyit would be necessaryto considerwhat changes
in the provisionsof our Agreementthe two governmentsshouldagreeto make.

Subject to the understandingset out in my exchangeof letterswith the
Chancellorof the Exchequerthe Governmentof Canadaagreesthat theAgree-
ment, exceptArticles 5, 6, and 7 should come into force on May 30, 1946.
Will you pleaselet me knowif your Governmentalso agrees.

For purposesof recordI shouldbe gladto haveyour assuranceeitherthat
theAgreementhasbeenapprovedby the Parliamentof the United Kingdom or
that no such legislative approvalis necessary.

Yours very truly,

3. L. ILSLEY

No. 312
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Iv

The High Commissionerfor the UnitedKingdom to the CanadianMinister of
Finance

OFFICE OF THE HIGH COMMISSIONER FOR THE UNITED KINGDOM

Ottawa, 30thMay, 1946

Dear Sir,

I haveto acknowledgethe receiptof your letter of the 30thMay regarding
the entry into force of the Financial Agreementbetweenthe Governmentof
Canadaand the Governmentof the UnitedKingdom which was signedon the
6th March, 1946. On behalf of the Governmentof the United Kingdom I
agreeto your proposalthat the Agreementshould come into force on the
30thMay, 1946, subjectto the understandingset out in the exchangeof letters
betweenyourself andthe Chancellorof the Exchequerto the effect that articles
5, 6 and7 of the Agreementshallnot be implementeduntil it is known whether
the United States Congressapprove the Financial Agreementbetweenthe
Governmentof the UnitedStatesandthe Governmentof the United Kingdom.

In reply to the last paragraphof your letter, I confirm that no legislative

approvalof the Agreementby the Parliamentof theUnitedKingdomis necessary.

Yoursvery truly,

A. CLUTTERBUCK

~t’heCanadianMinister ~fFinance to the High Commissionerfor the United
Kingdom

DEPARTMENT OF FINANCE

Ottawa,July 16, 1946

Dear Sir:

In my letter of May 30, 1946, I informed you that a proclamationwas
force on May 30, 1946, with the exceptionof sectionsfour andfive.
beingissuedbringingTheUnitedKingdom FinancialAgreementAct, 1946,into

No. 31~
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In our exchangeof letters of May 30, it was agreed, on behalf of the
Governmentof Canadaand the Governmentof the United Kingdom that the
financial agreementof March 6, 1946,would comeinto forceon May 30, 1946,
with theexceptionof Articles five, six andseven.

You will recallthat ourunderstandingwas that Articles five, six andseven
of the Agreementwould not come into force until it was known whether the
United StatesCongresshad approvedthe Anglo-American Agreement,signed
in Washingtonon December6, 1945. I am advisedby the CanadianAmbas-
sadorin Washingtonthatthe Anglo-AmericanAgreementhasnow beenapproved
by the United StatesCongressandsignedby the Presidenton July 15, 1946.

Accordingly, a proclamationis being issued today bringing into force the
remaining sectionsof The United Kingdom Financial AgreementAct, 1946,
namelysectionsfour andfive.

The purposeof this letter is to inform you thatthe Governmentof Canada
now agreesthat Articles five, six and sevenof the Agreementshould comeinto
force on July 16, 1946.

Wouldyou pleasebe good enoughto let me knowif your Governmentalso
agreesto the cominginto force on July 16, 1946, of theseArticles of theAgree-
ment.

Yours very truly,

J. L. ILSLEY

VI

The High Commissionerfor the United Kingdom to the CanadianMinister of
Finance

OFFICE OF THE HIGH COMMISSIONER FOR THE UNITED KINGDOM

Ottawa, 16th July, 1946

Dear Sir,

I haveto acknowledgethe receiptof your letter of the 16th July informing
me that, following on the approvalby the U.S. Congressof the FinancialAgree-
ment betweenthe Governmentof the United Statesandthe Governmentof the

No. 3~2
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UnitedKingdom,aproclamationis beingissuedin Ottawato-day bringing into
force the remainingsections,namelysectionsfour and five, of the UnitedKing-
dom FinancialAgreementAct, 1946.

I note that the Governmentof Canadanow agreesthat Articles five, six
andsevenof the FinancialAgreementbetweenthe Governmentof Canadaand
the Governmentof the UnitedKingdom which was signed on the 6th March,
1946, shouldcomeinto forceonthe 16th July, 1946. I agreeon behalf of the
Governmentof the UnitedKingdom that theseArticles of the Agreementshould
comeinto force on the date specifiedin your letter, namely,the 16th July, 1946.

Yours very truly,

A. CLUTTERBUCK

No. 312


