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No. 1797. EXCHANGE OF LETTERS CONSTITUTING AN
AGREEMENT’ BETWEEN THE UNITED KINGDOM OF
GREAT BRITAIN AND NORTHERN IRELAND AND
PAKISTAN EXTENDING THE FINANCIAL AGREEMENT
OF 14 AUGUST 1947.2 KARACHI, 21 FEBRUARY 1948

I

Sir J. Raismanto Mr. AbdulQadir

UNITED KINGDOM FINANCIAL DELEGATION

21stFebruary,194&
DearMr. Abdul Qadir,

The consultationshavetakenplace which are provided for in Article XI
of the Agreementsigned in London on 14thAugust, 19472 (hereinaftercalled
“the principal Agreement“) betweenthe Governmentof the United Kingdom
andthe Governmentof Indiabeforepartition, which by virtue of Article X (a)
of the principal Agreement,constitutesan Agreementbetweenthe Government
of the United Kingdom andthe Governmentof Pakistan. As a resultof these
consultationsthe following arrangementshavebeen agreedupon betweenour
two Governmentsfor the extensionof the principal Agreement.

1. The Governmentof Pakistanhas takennote that the paragraphsannexed
to this letter arecontainedin an exchangeof letters betweenthe Government
of theUnitedKingdomandtheGovernmentof India to providefor theextension
of the principal Agreementin relation to the Dominion of India.

2. The principal Agreementas modified in this letter shall be extendedto
30th June,1948, andshallbe interpretedwhereappropriatein accordancewith
theprovisionsof this letter. Theextensionshallcomeinto forceon 21stFebruary~
1948, but shall haveeffect in all respectsas from 1st January1948.

3. Theextensionnow agreedupon shallrelateonly to theDominionof Pakistati
andArticle X (a) of the principal Agreementshall be interpretedaccordingly.

1 Cameinto force on 21 February1948, with retroactiveeffect from 1 January1948, by the
exchangeof thesaid letters.

t United Nations, TreatySeries,Vol. 11, p. 371.
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4. There shallbe transferredfrom the No. 2 Accountto thePakistanAccount
a sum of £10,000,000as a working balanceto be available for the purposes
mentionedin Article V of the principal Agreement,which shall be modified
aàcordingly.

5~ In addition to the transfer provided in paragraph4 of this letter, there
shall be transferredfrom the No. 2 Account to the PakistanAccountthe sum
of £6,000,000.

6. The Governmentof Pakistanwill co-operatewith other membersof the
sterlingareain conservingthe exchangeresourcesof the areaby limiting expen-
diture in the territorieslisted in paragraph7 of this letter to the fullest extent
compatible with the purchase of Pakistan’s essentialneeds. In pursuance
of this policy, the Governmentof Pakistanundertakesso to limit expenditure
between 1st January, 1948, and 30th June, 1948, in the territories listed in
paragraph7 as to ensurethat such expendituredoes not exceedreceiptsfrom
thoseterritoriesby morethan£3,300,000. Article III 2 of the principal Agree-
thént shallbe modified accordingly.

~. The territoriesto which referenceis madein paragraph6 of this letter are
t1~efollowing :—

• The whole of the Continent of North, Central and South America
andadjacentislandsbut excludingterritorieswhich arepartof the sterling
area, the Dutch monetaryareaand the Frenchfranc area.

The Belgian monetaryarea.
Japan.
The Philippines.
The Portuguesemonetaryareabut excludingPortugueseIndia.
Sweden.
Switzerlandand Liechtenstein.

8. In this letterthe expression“the Pakistanaccount”shallmeantheaccount
to be openedby the ReserveBank of India for the conduct of current trans-
actionsrelating to Pakistanas defined in paragraph2 (a) of the annexto this
letter.

9. Further consultationshall be held before the termination of the principal
Agreementas extendedby this letter with a view to extending it further or
replacing it by anotherAgreementor other Agreements.

10. I should be grateful to haveyour confirmation that this letter correctly
setsout the understandingreachedbetweenus andthat it, togetherwith your

No. 1797
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reply, shall constitutean extension,in the terms of paragraph2 of this letter,
of the principal Agreement.

Yours sincerely,
(Signed) JeremyRAISMAN

4b4u1Qadir, Esq.
Ministry of Finance
Karachi

UNITED KINGDOM FINANCIAL DELEGATION

Extractfrom LettersExchangedbetweenSir JeremyRaisman
andMr. V. NarahariRaoon 15thFebruary, 1948

1,’ (a) The Governmentof the United Kingdom has taken note of paragraphs2, 3
and4 (a copy of which is annexedto this letter) of the Minutesof the proceedingsof
tf~~PartitionCouncil held on 1St December,1947 (CaseNo. PC/218/20/47), recording
the agreement(hereinaftercalled “the India/PakistanAgreement“) reachedbetween
the Governmentof India and the Governmentof Pakistanfor the maintenanceby the
ReserveBank of India of a separateaccountor accountsfor sterling receivedor paid
on and after 1st January,1948, in respectof currenttransactionsaffectingPakistanor
ftr, sterling transferredafter that datefrom the No. 2 Account by agreementbetween
th~~3overnmentof the United Kingdomand the Governmentof Pakistan.

(b) The Governmentof the United Kingdomwill accordingly enterinto separate
arrangementswith the Governmentof Pakistanin regardto theseand other matters
coveredby theprincipal Agreementfor the periodsubsequentto 31stDecember,1947.

2. The Governmentof the United Kingdom further takesnote that—

(a) the ReserveBank of India will transferfrom the No. 2 Account to the
accountto be openedfor the conductof current transactionsrelating to Pakistan
(hereinaftercalled“the PakistanAccount“) the sumsagreedbetweenthe Govern-
mentof the United Kingdomand the Governmentof Pakistanto bemadecurrently
availableto Pakistan.

(b) the ReserveBank of India will also transferfrom the No. 1 Account to the
PakistanAccounta sumdeterminedin accordancewith paragraph4 of the tndia/
PakistanAgreementplus a sum determinedby the ReserveBank of Indiaas repre-
•senting receiptson behalfof Pakistanfrom 1st January,1948, to the date of the

• • opening of the PakistanAccount, less a sum determinedby the ReserveBank of
Indiaas representingpaymentsmadeon behalfof Pakistanfrom 1st January,1948,
to the dateof the openingof the PakistanAccount.

• (c) the ReserveBank of India will from time to time maketransfersin either

*! directionbetweenthe No. 2 Accountand the PakistanAccount in respectof such
~o.l797
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itemsas the Governmentof the United Kingdomand the Governmentof Pakistan
may agree,in sofar as they relateto transactionsof Pakistanin termsof theAgree-
ment which the Governmentof the United Kingdom proposeto makewith the
Governmentof Pakistanin accordancewith paragraph1 (b) of this letter.

The Governmentwill forthwith issueto the ReserveBankofIndiaany instructions
which may benecessaryto enable the ReserveBank of India to carry outthe foregoing
arrangements.

Extractfrom the Minutesof thePartition CouncilMeeting
heldon 1stDecember,19471

CaseNo. PC/218/20/47

STERLING ASSETS OF THE RESERVE BANK OF INDIA

II

Mr. AbdulQadir to Sir J. Raisman

GOVERNMENT OF PAKISTAN

MINISTRY OF FINANCE

KARACHI

21st February,194~
DearSir JeremyRaisman,

I haveto acknowledgeyour letter of today’s date, readingas follows:

[Seeletter I]

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

Yours sincerely,
(Signed) Abdul QADIR

Sir JeremyRaisman,G.C.I.E., K.C.S.T.
LeaderU. K. FinancialDelegationto Pakistan
Karachi

1 See p. 78 of this volume.

No. 1797
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EXCHANGE OF LETTERS CONSTITUTING AN AGREEMENT’
BETWEEN THE UNITED KINGDOM OF GREAT BRITAIN AND
NORTHERN IRELAND AND PAKISTAN EXTENDING THE
UNDERSTANDING REACHED BETWEEN THE TWO GOVERN-
MENTS BY AN EXCHANGE OF NOTES OF 14 AUGUST 19472
REGARDING THE SILVER REDEMPTION RESERVE,THE RATE
OFINTEREST ON THE STERLING BALANCES, ETC. KARACHI,
21 FEBRUARY 1948

I

Sir JeremyRaismanto Mr. AbdulQadir

UNITED KINGDOM FINANCIAL DELEGATION

21stFebruary,1948

DearMr. Abdul Qadir,

On the conclusionof the discussionsleadingup to theexchangeof letters3

extendingthe FinancialAgreementof 14thAugust 1947 which you andI have
signed to-day on behalfof our respectiveGovernments,I wish to expressmy
appreciationof the spirit of cordiality and understandingwhich has been a
featureof the negotiations.

It is understoodon the part of the Governmentof the United Kingdom
that the extensionof the Agreementis of an interim natureto coverthe period
up to 30th June1948, andthat it is without prejudiceto any subsequentdis-
cussionsregardingPakistan’ssterling balances.

Certainmattersagreedin London in July andAugust 1947 betweenMr.
V. Narahari Rao (negotiating on behalf of the Governmentof India before
partition) and Sir Wilfrid Eady are recordedin the threeletters2 which were
exchangedon 14th August 1947 regarding the Silver RedemptionReserve,
the rate of interest to be earnedon the sterling balancesand Indian private
sterling balances. It is further understoodbetweenus that the arrangements
set out in theseletterswill remainin force andare applicable mutatis mutandis
to Pakistanfor the period of the extendedAgreement.

1 Came into force on 21 February1948 by the exchangeof the said letters.

2 United Nations, Treaty Series,Vol. 11, p. 371.
‘See p. 130 of this volume.

No. 1797



140 United Nations— Treaty Series 1952

I shouldbe grateful to haveyour confirmation that this letter is in accord-
ancewith the understandingof your Government.

Yours sincerely,
(Signed) JeremyRAISMAN

Abdul Qadir, Esq.
Ministry of Finance
Karachi

II

GOVERNMENT OF PAKISTAN

MINISTRY OF FINANCE

Karachithe 21stFebruary,1948
DearSir JeremyRaisman,

I haveto acknowledgeyour letter of today’s date, readingas follows :.—

[Seeletter I]

I havepleasurein confirming that 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
sympathyandunderstandingwhich has pervadedthe discussionsbetweenthe
two Delegations?

Yours sincerely,

(Signed) Abdul QADIR

Sir JeremyRaisman,G.C.I.E., K.C.S.I.
Leader,U.K. FinancialDelegationto Pakistan
Karachi

No. 1797
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EXCHANGE OF LETTERS CONSTITUTING AN AGREEMENT1

BETWEEN THE UNITED KINGDOM OF GREAT BRITAIN AND
NORTHERN IRELAND AND PAKISTAN EXTENDING THE
FINANCIAL AGREEMENT OF 14 AUGUST 19472 AND MAKING
CERTAIN FINANCIAL PROVISIONSIN RESPECTOF DEFENCE
STORES AND INSTALLATIONS TAKEN OVER FROM THE
GOVERNMENT OF THE UNITED KINGDOM AND OF THE
STERLING PENSIONS LIABILITIES OF THE DOMINION AND
PROVINCES OF PAKISTAN. LONDON, 14 JULY 1948

I

Chancellorofthe Exchequerto FinanceMinister ofPakistan

TREASURY CHAMBERS

GREAT GEORGESTREET

LONDON, s.w.1

14th July, 1948
My dearMinister,

As the resultof the consultationprovidedfor in paragraph8 of Sir Jeremy
Raisman’sletter of the 21stFebruary,1948~to Mr. Adbul Qadirwhich extended
the Agreementsignedin London on the 14th August, 1947~(hereinaftercalled
the “Principal Agreement“) betweenthe Governmentof the United Kingdom
andthe Governmentof Pakistan,the following arrangementshavebeenagreed
upon between our two Governments for the extension of the Principal
Agreement:—

1. The Principal Agreement,as modified by Sir JeremyRaisman’sletter
to which I havereferredaboveand as further modified by this letter, shall be
extendedto 30th June,1949.

2. Of the balanceavailable in the PakistanNo. 1 Account on 30th June,
1948 the sum of £2 millions shall be regardedas an additionto the working
balancereferred to in paragraph4 of Sir Jeremy Raisman’sletter, thereby
increasingthat balanceto £12 millions.

1 Cameinto force on 14 July 1948, with retroactiveeffect from 1 July 1948,by theexchange
of the said letters.

‘United Nations, TreatySeries,Vol. 11, p. 371.
Seep. 130 of this volume.

No. 1797
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3. Thereshallbe transferredfrom the No. 2 of the No. I Accountof the
StateBank of Pakistanin the period 1st July, 1948 to 30thJune,1949 :—

(a) the sum of £5 millions forthwith, and

(b) further sums,not exceeding~5 millions, for thepurposeof meeting
Pakistan’sexternal expenditureon special requirements(including pur-
chasesof goodsandexecutionof capital projects)for the resettlementand
rehabilitation of refugees. Thesespecial transfersshall be made as and
whenrequired by the Governmentof Pakistanfor thesepurposes.

4. The Governmentof Pakistanundertakesso to limit expenditurein
“hard currency” areasthat net drawings on the central reservesin the year
1st July, 1948 to 30th June,1949 do not exceedthe equivalentof £5 millions.
This figure for the net drawingson the centralreserveshasbeenagreedin the
light of Pakistan’s needsfor suppliesnecessaryfor the developmentof her
economy and, in particular, of her productive capacity.

5. For the purposeof the precedingparagraphthe term “hard currency”
areameans:—

The whole of the continents of North, Central and South America
and adjacentIslands,but excluding Brazil, Chile, Uruguay, and any terri-
tories which arepart of the sterlingarea,the Dutch MonetaryArea or the
FrenchFranc Area

The Belgian Monetary Area
Japan
ThePhilippines
ThePortugueseMonetaryAreabut excludingPortugueseIndia
The Joint U.S.—U.K. Zonesof Germany,

provided

(a) that notmorethan£750,000of anysurplusearnedby Pakistanwith
Japanshallbe takeninto accountfor thepurposeof determiningPakistan’s
hard currencyearnings,and

(b) that this list maybe variedby agreementbetweenthe two Govern-
ments.

6. Further consultation shall take place before the termination of the
Principal Agreementas extendedby this letter, with a view to extending it
further or replacing it by anotherAgreementor Agreements.

7. Such consultationshall haveparticular regardto the total transfersof
sterling requiredfrom the No. 2 to the No. 1 Accountfor the ensuingperiodor

No. 1797
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periods,but in orderto enablePakistanto prepareplansin advancethe Govern-
ment of the United Kingdom undertakesthat in addition to the balancesthen
existing on the No, 1 Account a further sum of at least £5 millions shall be
transferredin the 12 months1st July, 1949 to 30th June,1950, anda further

£5 millions in the ensuing12 months. Further,any part of the specialtransfer
referredto in paragraph3 (b) abovewhich remainsunspenton 30th June,1949’
shallbeavailablefor thesamepurposeuntil 30thJune,1951. Withoutprejudice
to theseagreedarrangementsthequestionof Pakistan’srequirementsin respect
of refugeesmayberaisedagainif desired,in thecourseof thefurtherconsultation
envisagedunder paragraph6 above.

8. Arrangementsshallbe madeby agreementbetweenthe two Govern-
mentsfor consultationto take place from time to time with regardto matters
arising out of the executionof the Principal Agreementas modified by Sir
JeremyRaisman’sletter of the 21st February, 1948 and by this letter.

I should be grateful to have confirmation that this letter correctly sets.
out the understandingreachedbetweenus andthat it, togetherwith your reply,
shall constitutean extension,in termsof paragraph1 of this letter, of the Prin-
cipal Agreement.

Yours sincerely,

The HonorableMr. GhulamMohammad
FinanceMinister
Governmentof Pakistan
9, SouthStreet
London,W. 1

II

R. STAFFORD CRIPPS

Finance Ministerof Pakistanto the Chancellorof the Exchequer

9, SOUTH STREET

LONDON, w.1

My dearChancellor,

I have to acknowledgereceipt of your letter of today’s
follows :—

No. 1797

[Seeletter~1

14th July, 1948

date reading as
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I havepleasurein confirming that the letter correctlysets out the under-
standingreachedbetweenus and that it, togetherwith my reply, constitutes
an extension,in thetermsof paragraph1 of theletter, of thePrincipalAgreement.

Yours sincerely,
• Ghulam MOHAMMAD

The Rt. HonourableSir StaffordCripps, K.C., M.P.
Chancellorof the Exchequer
TreasuryChambers
t~reatGeorgeStreet,S.W. 1

III

I Chancellorof the Exchequerto Finance MinisterofPakistan

TREASURY CHAMBERS

GREAT GEORGEST.
LONDON, S.W. 1

14th July, 1948
My dearMinister,

I write with referenceto the arrangementsthat havebeendiscussedbetween
our Governmentsregardingthefinal settlementof theamountpayablein respect
of Defensestoresandfixed assetstakenover by the Governmentof undivided
India on the 1stApril, 1947.

2. My understandingof the decision reachedat the discussionsis as
follows :—

(a) A sumof £100 millions will be paid by the Governmentof India
in respectof all Defencestoresand fixed assets,including surplusstores
and equipmentwith units of the Armed Forceswhich were the property
of the Governmentof the United Kingdom and which were taken over
by the Governmentof undivided India on the 1st April, 1947. This
will also coverstoresin transit on that date.

(b) The paymentmentionedabovewill be in full and final settlement
•betweenthe Governmentof the United Kingdomon theonehandandthe

• Governmentsof India andPakistanon the otherin respectof all defence
storesandfixed assetslocatedin undivided India which werethe property
of the Governmentof the United Kingdom.

3. I shall be grateful if you would confirm to me and to the Finance
Minister of India that this is also the understandingof your Government.

No.; 1797
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4. I am sendinga similar letterto the FinanceMinisterof India with the
requestthat he should confirm to both of usthat this is also the understanding
of his Government.

Yours sincerely,
R. STAFFORD CRIPPS

The HonorableMr. GhulamMohammad
FinanceMinister
Governmentof Pakistan
9, SouthStreet,London,W. 1

IV

Finance Ministerof Pakistanto Chancellorof the Exchequer

9, SOUTH STREET
LONDON, W. 1

• 14th July, 1948
My dearChancellor,

I have to acknowledgereceipt of your letter of today’s date readingas

ft~lIcws:—

[Seeletter III]

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

I have also confirmed this to the FinanceMinister of India.

Yours sincerely,
Ghulam MOHAMMAD

The Right HonourableSir StaffordCripps,K.C., M.P.
Chancellorof the Exchequer
TreasuryChambers
G~e~tGeorgeStreet,W. 1

• ~;:,(II •

No. 1797
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V

Chancellorof the Exchequerto FinanceMinister of Pakistan

TREASURY CHAMBERS

GREAT GEORGEST.

LONDON, S.W. 1

14th July, 1948
My dearMinister,

I write with referenceto the arrangementsthat wehavediscussedregarding
the purchaseof an annuity by the Governmentof Pakistanfrom the Govern-
ment of the United Kingdomfor thepurposeof meetingthe sterlingpensionary
obligationsof the Dominion of Pakistanand of the Provincesof Pakistan.

2. It is my understandingthat the Governmentof Pakistanwill pay to the
Governmentof the United Kingdom a capital sum £8,166,848(which sum
shall qualify underArticle IV.2. (v) of the Principal Agreementfor a transfer
from the No. 2 Accountto the No. 1 Accountof theStateBank of Pakistanwith
the Bank of England)and that, in considerationof this payment,which will be
madenot later than the 15th August, 1948, the United Kingdom Government
will pay to the Governmentof Pakistanduring each of the financial years
1948-49 to 1997-98, inclusive, the amount set out against that year in the
annexureto this letter. The amountpayablein eachyearwill bepaid in twelve
equalmonthly instalmentson the first working day in eachmonth. The first
six monthly instalmentsin the financial year 1948-49will, as a specialcase,be
paid on the 1st September,1948.

3. If in anyyear the actualdisbursementsof pensions,excludingpayments
of the commutedvalueof pensionsandon accountof disbursementsof Provident
Funds, exceed the amount of the annuity received by the Governmentof
Pakistanthe United Kingdom Governmentwill agreeto the transfer of the
amountof this excessfrom theNo. 2Accountto the No. 1 Account. Conversely,
shouldthe actualdisbursementsin a year fall short of the annuity receivedby
the Governmentof Pakistanthe differencewill be adjustedby a transferfrom
the No. 1 to the No. 2 Account.

4. Further, the Governmentof the United Kingdom will agreeto the
transferfrom the No. 2 Accountto the No. 1 Accountasandwhen requiredof
suchsumsas may be necessaryto meetthe chargesarising out of the payments
of the commutedvalue of pensionsand disbursementson accountof Provident
Funds.

5. Sub-section(iv) of paragraph2 of Article IV of thePrincipal Agreement
is modified in accordancewith the understandingsset out in paragraphs3 and4
above.

No. 1797
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6. Theadministrativearrangementsfor thedisbursementof pensionsin the
United Kingdomwhich arenow in force will continuefor a periodof threeyears
commencingwith the 1st April, 1948.

7. I shallbegrateful to haveyour confirmationthat this is also the under-
standingof your Government.

Yourssincerely,
R. STAFFORD CRIPPS

The HonourableMr. GhulamMohammad
FinanceMinister
Governmentof Pakistan
9, SouthStreet,London,W. 1

ANNUAL AMOUNTS TOBE PROVIDEDFORTHEPURPOSEOFMEETING THESTERLINGPENSIONARY
OBLIGATIONS OF THE DOMINION OF PAKISTAN AND OF THE PROVINCSS OF PAKISTAN

Paymentsin Year

ANNEXURE

Yearof
payment ~C

Yearof
payment ~C

1948-49
1949-50
1950-51
1951-52
1952-53

375,000
367,500
360,000
352,500
345,000

1973-74
1974-75
1975-76
1976-77
1977-78

187,500
180,000
172,500
165,000
157,500

1953-54
1954-55
1955-56
1956-57
1957-58

337,500
330,000
322,500
315,000
307,500

1978-79
1979-80
1980-81
1981-82
1982-83

150,000
142,500
135,000
127,500
120,000

1958-59
1959-60
1960-61
1961-62
1962-63

300,000
292,500
285,000
277,500
270,000

1983-84
1984-85
1985-86
1986-87
1987-88

112,500
105,000
97,500
90,000
82,500

1963-64
1964-65
1965-66
1966-67
1967-68

262,500
255,000
247,500
240,000
232,500

1988-89
1989-90
1990-91
1991-92
1992-93

75,000
67,500
60,000
52,500
45,000

1968-69
1969-70
1970-71
1971-72
1972-73

225,000
217,500
210,000
202,500
195,000

1993-94
1994-95
1995-96
1996-97
1997-98

37,500
30,000
22,500
15,000
7,500
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VI

Finance Minister of Pakistanto Chancellorof the Exchequer

9, SOUTHSTREET
LONDON, W. 1

14th July, 1948
My dear Chancellor,

I haveto acknowledgereceipt of your letter of today’s date reading as
follows

[Seeletter V~j
I havepleasurein confirming that the understandingof the Governmentof

the United Kingdom, as set out in that letter, is acceptedby the Government
of Pakistan.

Yours sincerely,
GhulamMOHAMMAD

The Rt. Hon. Sir StaffordCripps, K.C., M.P.
Chancellorof the Exchequer
TreasuryChambers
GreatGeorgeStreet,S.W. 1

VII

Chancellorof the Exchequerto FinanceMinister of Pakistan

TREASURY CHAMBERS

GREAT GEORGEST.
LONDON, S.W. 1

14th July, 1948
My dearMinister,

I amenclosinga copy of the letter which I sentto the FinanceMinister of
India concerningthe sterling pensionsobligationsof the Dominion of India.

I shouldbeglad if you would confirm thatyour Governmentconcursin the
amount of the annuity mentionedin paragraph2 of that letter.

Yours sincerely,
R. STAFFORD CRIPPS

The HonourableMr. GhulamMohammad
FinanceMinister
Governmentof Pakistan
9, SouthStreet,London,W. 1

No. 1797
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ENCLOSURE

TREASURY CHAMBERS

GREAT GEORGE STREET
LONDON, s.w. 1

9thJuly, 1948
My dearMinister,

I write with referenceto the arrangementsthat we havediscussedregardingthe
purchaseof an annuity by the Governmentof India from the Governmentof the United
Kingdomfor thepurposeof meetingthesterlingpensionaryobligationsof theDominion
of India.

[Seep.96 of this volume]

Yours sincerely,
(Signed) R. STAFFORDCRIPPS

The Honbie.Shri R. K. ShanmukhamChetty
Minister of Finance
Governmentof India
2, Park Street,London,W. 1

ANNEXURE

ANNUAL AMOUNTS PAYABLE BY THE GOVERNMENT OF THE UNITED KINGDOM TO THE
GOVERNMENT OF INDIA

[Seep.100 ofthis volume]

VIII

FinanceMinister of Pahistanto Chancellorof the Exchequer
9, SOUTH STREET

LONDON, W. 1
14th July, 1948

My dear Chancellor,
I have to acknowledgereceiptof your letterof today’sdateenclosinga copy

of your letter of 9th July to the FinanceMinister of India, readingas follows :—

[Seeannexureto letter virj
I havepleasurein confirming that my Governmentconcursin the amount

of the annuity mentionedin paragraph2 of that letter.

Yours sincerely,
GhulamMOHAMMAD

The Right HonourableSir StaffordCripps, K.C., M.P.
Chancellorof the Exchequer

No. 1797
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IX

Chancellorof the Exchequerto Finance Ministerof Pakistan

TREASURY CHAMBERS

GREAT GEORGESTREET

LONDON, S.W. 1

14th July, 1948
My dearMinister,

You haveemphasisedto me that Pakistanis in aspecialpositionin view of
her need to develop her economyfor the first time as an independentstate.
I agreethat this is so andthat the United Kingdom should do what it can to
help Pakistanin this task. You havealso expressedanxiety about Pakistan’s
difficulties in obtaining certain commoditieswhich are essentialboth for her
current needs and for her economic developments,which she is anxious to
procureas far as possiblefrom within the sterling areaor from soft currency
countries.

Membersof your Delegationhavehaddiscussionsduring the pastfortnight
with our departmentalrepresentativesaboutthe goodsin which you are parti-
cularly interestedand we havedone our best to inform you of the extent of
the assistancewhich we can give you in presentcircumstances. I should like
to assureyou that the Governmentof the United Kingdom appreciatesyour
problemsand, within the limits of what is possible, will do its best to help.

Yourssincerely,
R. STAFFORD CRIPPS

The HonourableMr. GhulamMohammad
FinanceMinister
Governmentof Pakistan
9, SouthStreet,London,W. 1

No. 1797
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EXCHANGE OF LETTERS CONSTITUTING AN AGREEMENT’
BETWEEN THE UNITED KINGDOM OF GREAT BRITAIN AND
NORTHERN IRELAND AND PAKISTAN FURTHEREXTENDING
THE UNDERSTANDING REACHED BETWEEN THE TWO
GOVERNMENTS BY AN EXCHANGE OF NOTES OF 14 AUGUST
j9472 REGARDING THE SILVER REDEMPTION RESERVE,THE
RATE OF INTEREST ON STERLING BALANCES, ETC. LON-
DON, 14 JULY 1948

I

Sir Henry Wilson Smithto Mr. M. Shoaib

14th July 1938~
DearMr. Shoaib,

On the conclusionof thediscussionsleadingup to theExchangeof Letters
extendingthe FinancialAgreementof the 14th August 1947 which havebeen
signed today,4I am writing to place on record the understandingwhich has
beenreachedwith regard to certainmattersagreedupon in London in July
and August 1947 betweenSir Wilfrid Eady and Mr. Narahari Rao. These
arerecordedin letters2exchangedon the 14thAugust 1947 regardingtheSilver
RedemptionReserve,the rateof interestto be earnedon the sterling balances,
and private sterling balances. It is understoodbetweenus that the arrange-
mentsset out in these letters will remain in force for the threeyears ending
30th June 1951.

I should be grateful to haveyour confirmationof this understandingon
behalfof the Governmentof Pakistan.

Yours sincerely,
(Signed) H. WILSON SMITH

M. Shoaib,Esq.
PakistanFinancialDelegation
9 SouthStreet,W. 1

‘Came into force on 14 July 1948 by the exchangeof the said letters.
Uniteçl Nations, Treaty Series,Vol. 11, p. 371.

~The date should read” 1948 “. (Note of the Secretariat.)
‘Seep. 142 of this volume.
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II

Mr. M. Shoaibto Sir Henry Wilson Smith

DearSir HenryWilson Smith,
14th July, 1948

I have to acknowledgereceipt of your letter of today’s date readingas
follows :—

[Seeletter .1]

2. I havepleasurein confirmingthat the understandingof the Govern-
ment of theUnitedKingdom, assetout in thatletter, is acceptedby theGovern-
ment of Pakistan.

Yours sincerely,

Sir Henry Wilson Smith, K.B.E.
Treasury
GreatGeorgeStreet, S.W. 1

No. 1797

(Signed) M. SHOAIB
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EXCHANGE OF LETTERS CONSTITUTING AN AGREEMENT1

BETWEEN THE UNITED KINGDOM OF GREAT BRITAIN AND
• NORTHERN IRELAND AND PAKISTAN REGARDING PAKI-
‘~TAN’S NET DRAWINGS OF “HARD CURRENCIES“. LON-
DON, 14 JULY 1948

I

Sir Henry WilsonSmith to Mr. M. Shoaib

14th July, 1948
1Dè~rMr.Shoaib,

• I refer to Sir Jeremy Raisman’sletter to Mr. Abdul Qadir dated 19th
February 1948 with which was encloseda Memorandum entitled “ How to
WatchPakistan’sHard CurrencyReceiptandPayments“. We agreedthat the
~Srbc~aureoutlinedin that Memorandumshouldbe adaptedto the needsof the
periodimmediately aheadandthat the Bank of Englandandthe StateBank of
Pakistanshould be askedto carry the procedurethrough as before.

We haveagreedthat in theperiod1st July to 31stDecember1948Pakistan’s
net drawingsof “hard currencies”from the central reservesshall be limited
to the equivalentof

(a) one-twelfth per month of the total of £5 millions referredto in
paragraph4 of the Chancellor’sletter of today’s date2plus

(b) a total of not morethanone-quarterat any timeduring this period
of the £5 millions referredto above.

As from 1st January 1949 any further net drawingsshall be limited in
anyonemonthto one-sixthof thebalanceof~5millions undrawnat 31stDecem-
ber 1948 providedthat amountsundrawnin anyparticularmonthmaybecarried
forward for use in any subsequentmonth prior to 30th June 1949.

I should be glad if you would confirm that your understandingof this
matter is the sameas mine.

Yours sincerely,
(Signed)H. WILSON SMITH

M. Shoaib,Esq.
PakistanFinancial Delegation
9 SouthStreet,W. 1

I Cameinto forceon 14 July 1948,with retroactiveeffect from 1 July 1948,by theexchangeof
thesaid letters.

2 Seep. 142 of this volume.

1’(Ô.’ 11~7



168 United Nations— Treaty Series 1952

II

Mr. M. Shoaibto Sir Henry Wilson Smith

DELEGATION OF PAKISTAN

14th July, 1948
DearSir HenryWilson Smith,

I have to acknowledgereceipt of your letter of today’s date readingas

follows :—

[Seeletter I]

I havepleasurein confirmingthat your understandingof the matteris the
sameas mine.

Yours sincerely,
(Signed) M. SH0AIB

Sir Henry Wilson Smith, K.B.E.

No. 1797
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EXCHANGE OF LETTERS CONSTITUTING AN AGREEMENT’
BETWEEN THE UNITED KINGDOM OF GREAT BRITAIN AND
NORTHERN IRELAND AND PAKISTAN REGARDING THE
EXTENDED APPLICATION OF THE FINANCIAL AGREEMENT
OF 14 AUGUST 1947~. LONDON, 5 AUGUST 1949

I

EconomicSecretaryto the Treasuryto Finance Minister ofPakistan

TREASURY CHAMBERS
GREAT GEORGESTREET

LONDON, S.W. 1

5th August, 1949
My dear Minister,

I write to setout theAgreementreachedbetweenour two Governments
as a result of the consultationwhich has recently taken place between the
Chancellor of the Exchequerand yourself, as provided for in paragraph6
of theChancellor’sletter of the 14th July, 1948,~to yourself,whichextendedthe
Agreementsigned in London on the 14th August, 19472 (hereinaftercalled
“the Principal Agreement“)

1. The Principal Agreement,as modified by Sir JeremyRaisman’sletter
of the 21st February,1948,~to Mr. Abdul Qadirandby the Chancellor’sletter
to yourselfof 14th July, 1948,2andas further modified by this letter shall be
extendedto the 30th June, 1950.

2. Thereshallbe transferredfrom the No. 2 to theNo. 1 Accountof the
State Bank of Pakistanfor the period 1st July, 1949, to 30th June, 1950 :—

(a) A sum not exceeding£12 millions; transfersto take place as and
whenrequestedby the State Bank of Pakistan.

(b) Further sumsnot exceeding£5 million for the purposeof meeting
Pakistan’sexternal expenditure on special requirements(including pur-
chasesof goods and executionof capital projects) for the resettlement

Cameinto forceon 5 August 1949,with retroactiveeffect from 1 July 1949, by theexchange
of the said letters.

~ United Nations, Treaty Series, Vol. 11, p. 371.
3

Seep. 142 of this volume.
~ Seep. 130 of this volume.
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and rehabilitation of refugees. These special transfers shall be made
as and when requiredby the Governmentof Pakistanfor thesepurposes.

3. The United Kingdom Governmenthasalso takennote that the Govern-
ment of Pakistanmight find it necessaryto ask for additional transfersfrom
No. 2 to No. 1 Accountin order to meetabnormalexpenditurewhich may have
to be incurred during the period 1st July, 1949, to 30th June, 1950, on the
import of food grains,and agreesto considersuch a requestif it is made.

4. Following therecentMeetingof theCommonwealthFinanceMinisters,
I understandthat the Governmentof Pakistan, in common with the other
CommonwealthGovernmentsconcerned,is now engagedin consideringthe
stepsrecommendedby the Meeting to checkthe continuingheavydrain on the
central reservesof the sterling area,and we haveagreedthat the needfor the
further consultationsas to the meansof meetingthe deficit in Pakistan’sreceipts
from and payments to “ hard currency“ countries, contemplated in para-
graphs4, 5 and 6 of the Chancellor’s letter of 14th July, 1948, can be recon-
sideredin the light of the outcomeof thesedeliberations.

5. In anyevent,furtherconsultationshalltakeplacebeforethe termination
of thePrincipalAgreement,asextendedby this letter, with a view to extending
it further, or replacing it by anotherAgreementor Agreements.

6. Such consultation shall have particular regard to the total transfer
of sterling requiredfrom the No. 2 to the No. 1 Accountfor the twelve months
1st July, 1950,to the 30thJune,1951,but in order to enablePakistanto prepare
plans in advancethe Governmentof the United Kingdom undertakesthat, in
addition to the balancesexisting on the No. I Account, a further sum of at
least£5 million shallbe transferredin this period. Further,any of the special
transferreferred to in paragraph2 (b) which remainsunspenton 30th June,
1950, shall be available for the samepurposeuntil 30th June, 1951.

7. Arrangementsshall be madeby agreementbetweenthe two Govern-
mentsfor consultationto take place from time to time with regardto matters
arising out of the execution of the Principal Agreement,as modified by Sir
JeremyRaisman’sletter of 21st February,1948, by the Chancellor’sletter of
the 14th July, 1948, andby this letter.

No. 1797



174 United Nations— Treaty Series 1952

8. I shouldbe grateful to haveyour confirmationthat this letter correctly
sets out the understandingreachedbetweenour two Governments,and that
it, togetherwith your reply, shall constitutean extension,in terms of para-
graph I of this letter, of the Principal Agreement.

Yours sincerely,
DouglasJAY

The Hon. Mr. GhulamMahommad
FinanceMinister of Pakistan

II

FinanceMinister ofPakistanto EconomicSecretaryto the Treasury

DELEGATION OF PAKISTAN

LONDON

5th August, 1949
My dearEconomicSecretary,

I have to acknowledgethe receiptof your letter of today’s date reading

as follows :—

[Seeletter I]

I confirm that this letter correctly sets out the understandingreached
betweenour two Governmentsandthat it, togetherwith my reply, constitutes
anextension,in thetermsof paragraph1 of theletter, of thePrincipalAgreement.

Yours sincerely,
GhulamMAI-IOMMAD

The EconomicSecretaryto the Treasury
TreasuryChambers
GreatGeorgeStreet
London,S.W. 1

No. 1797
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EXCHANGE OF LETTERS CONSTITUTING AN AGREEMENT’
BETWEEN THE UNITED KINGDOM OF GREAT BRITAIN AND
NORTHERN IRELAND AND PAKISTAN REGARDING THE
EXTENDED APPLICATION OF THE FINANCIAL AGREEMENT
OF 14 AUGUST 1947.2 LONDON, 27 JULY 1950

I

Chancellorofthe Exchequerto Finance MinisterofPakistan

TREASURY CHAMBERS

GREAT GEORGESTREET
LONDON, S.W. 1

27th July, 1950
My dearMinister,

As the result of the consultationprovided for in paragraph5 of the letter
of the 5th August, 1949to you from Mr. DouglasJay,3which furtherextended
the Agreementsigned in London on the 14th August, 19472(hereinaftercalled
the “Principal Agreement“) betweenthe Governmentof the United Kingdom
and the Governmentof Pakistan,the following arrangementshavebeenagreed
upon between our two Governments for the extension of the Principal
Agreement:—

1. The Principal Agreement,as modified by Sir JeremyRaisman’sletter
of the21st February,1948~to Mr. Abdul Qadir, by my letterto you of the 14th
July, 1948,~andby Mr. DouglasJay’s letter to you of the 5th August, 1949,~
andas further modified by this letter, shallbe extendedto the 30thJune,1951.

2. The Exchangeof Letters3extending the Principal Agreement to the
30th June,1950,provided for the transferof £17 million (including £5 million
for refugees)on the assumptionthatPakistanwould receivesomeNo. 1 Account
sterling from her normal tradewith India. This assumptionwasnot fulfilled.
After a review of the positionby the Pakistanandthe United KingdomGovern-
ments, arrangementswere made for temporarytransfers to take place from
the No. 2 Account of the State Bank of Pakistanin addition to the transfers

‘Came into force on 27 July 1950, with retroactiveeffect from 1 July 1950,by theexchange
of the said letters.

‘United Nations, TreatySeries,Vol. 11, p. 371.
‘See p. 170 of this volume.
~Seep. 130 of this volume.
‘See p. 142 of this volume.
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agreedupon in Paragraph2 of Mr. DouglasJay’sletter of the 5thAugust, 1949..
By the 30th June, 1950, thesetemporarytransfersamountedto £14 million.
We have agreedthat thesetransfersshould now be regardedas permanent
transfers;but any sterling, which may be paid by the ReserveBank of India to~
the No. 1 Account of the State Bank of Pakistanwith the Bank of Englandin
respectof the settlementof transactionscoveredby the PaymentsAgreement
of August, 1949betweenPakistanandIndia, shallbe dealtwith in the following
manner:—~

(i) an amount not exceeding£5 million to be transferredfrom the
No. 1 to the No. 2 Account of the State Bank of Pakistan;

(ii) thereafteran amount not exceeding£5 million to be used(if
necessary)to bring theworking balancein the No. 1 Accountof the State
Bank of Pakistanup to £12 million;

(iii) the remainder,if any,tobe transferredfromthe No. 1 to the No.2
Account of the State Bank of Pakistan,provided that the total transfers
from the No. 1 to the No. 2 Account under the terms of this paragraph
shallnot exceed£14 million.

3. Thereshallbe transferredfrom the No. 2 to the No. 1 Accountof the
StateBank of Pakistanfor the period 1st July, 1950 to the 30th June,1951

(a) A sum not exceeding£15m.; tranfers to take place as and when
requestedby the State Bank of Pakistan.

(b) Further sums not exceeding£2’/2m. for the purposeof meeting
Pakistan’sexceptionalrequirementsfor foreign exchangeup to the end of
September,1950, arising from the present state of trade and payments
with India; tranfersshall be made as and when requestedby the State
Bank of Pakistan.

4. TheGovernmentofPakistanshall havea right to ask fo xa reviewof the
arrangementsset out in Paragraph3 (b) above at any time if by the end of
September,1950, it has not beenfound possibleto makearrangementswhich
would enabletradeandpaymentsto flow freely betweenIndia andPakistan..

5. In view of thepresentarrangementsfor consultationbetweenCommon-
wealthGovernmentsas regards“ hardcurrency” expenditure,we haveagreed
that there is no needto reconsider(as was contemplatedin Paragraph4 of
Mr. Douglas Jay’s letter of 5th August, 1949) the meansof meetingthedeficit
in Pakistan’sreceiptsfrom and paymentsto “hard currency” countries.

No. 1797
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6. Further consultationshall take place before the termination of the
PrincipalAgreementasextendedby thisletter,wit a view to extendingit further,
or replacingit by anotherAgreementor Agreements.

7. Arrangementsshall be madeby agreementbetweenthe two Govern-
n~entsfor consultationto take placefrom time to time with regardto matters
arising out of the execution of the Principal Agreement,as modified by Sir
JeremyRaisman’sletter of the 21st February, 1948 and as further modified
by my letter of the 14th July, 1948, by Mr. Douglas Jay’s letter of 5th
August, 1949 and by this letter.

I should be grateful to haveyour confirmation that this letter correctly
setsout the understandingreachedbetweenour two Governments,and that it,
togetherwith your reply, shall constitutean extension,in terms of ParagraphI
of• this letter, of the Principal Agreement.

• Yours sincerely,
• (Signed)R. STAFFORD CRIPPS

The Hon. Mr. GhulamMohammed
FinanceMinister of Pakistan

• II

FinanceMinister of Pakistanto Chancellorof the Exchequer

DELEGATION OF PAKISTAN

LONDON

27th July, 1950

My dearChancellor,

• I haveto acknowledgereceipt of your letter of to-day’s date reading as
follows :—

[Seeletter I]

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

Yours sincerely,
(Signed) GhulamMOHAMMED

The Rt. Hon. Sir Stafford Cripps,K.C., M.P.
Chancellorof the Exchequer

No. 1797


