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No. 2628. FINANCIAL AGREEMENT’ BETWEEN THE GOV-
ERNMENT OF THE UNITED KINGDOM OF GREAT
BRITAIN AND NORTHERN IRELAND AND THE GOV-
ERNMENT OF INDIA. SIGNED AT NEW DELHI, ON
20 JULY 1953

The Governmentof the United Kingdom of Great Britain andNorthern
Ireland(hereinafterreferredto as the Governmentof the UnitedKingdom) and
the Governmentof India,

Havingconsultedtogetherwith aview to making anew Agreementfordeal-
ing with the sterling balancesof India during the six yearsbeginningon 1st
July, 1951 to replacethe FinancialAgreementmadeon the 14th August, 1947,2
between the Governmentof the United Kingdom and the Governmentof
India (hereinafterreferredto as theAgreementof 1947)assubsequentlymodified
andextended,

Haveagreedas follows —

Article I

Any sterling receivedby the ReserveBank of India in respectof current
transactionsandanysumstransferredfrom theNo. 2 Accountshaltbecreditedto
the No. 1 Account.

Article II

1. TheNo. 2 Accountshallbe operatedin accordancewith the provisions
of this Article andany sumsstandingto the credit of the saidAccountshallbe
availableonly for the purposesprescribedin this Article.

2. The No. 2 Accountshallbe creditedwith : —

(a) The proceedsat maturity or on realisationof any investmentspur-
chasedin accordancewith establishedcustomwith fundsstandingto the credit
of theNo.2 Account;

(b) Transfersfrom the No. I Account in accordancewith paragraph2 of
Article V andparagraph2 of Article VII;

(c) Such other items as may be agreedbetweenthe two Governments.

1 Came into force on 1 July 1951, in accordancewith article XI.
~United Nations, TreatySeries,Vol. 11, p. 371, and Vol. 134, p. 70.
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3. In sofar as the appropriatetransfershavenot alreadytakenplace, the
No. 2 Accountshallbe debitedwith : —

(a) Transfersin accordancewith Article IV, para.1 of Article V, Article VI
•andparagraph2 of Article VII;

(b) Paymentsin respectof investmentsmadein accordancewith established
custom;

(c) Such other items as may be agreedbetweenthe two Governments.

Article III

1. The Governmentof the UnitedKingdom shallnot restrictthe availabil-
ity of sterling standingto the credit of the No. 1 Account for paymentsfor
current transactionsin any currencyareaor for the purposeof any paymentto
residentsof theScheduledTerritories.

2. The Governmentof India shall not restrict : —

(a) The acceptanceby residentsof India, in settlementof paymentsfor
current transactions,of sterling at the disposalof residentsof other Scheduled
Territories,and, in accordancewith currentpractice,of sterling at the disposal
of residentsoutside the ScheduledTerritories;

(b) The availability of any India rupeesarising from permitted current
transactionsand accruing to residentsof the ScheduledTerritories for any
paymentsinsideIndia or for the purchaseof sterling.

Article IV

In respectof thesumof,~310million transferredfrom the No. 2 Accountto
the No. 1 Accountandheldby theReserveBankof India asacurrencyreserve,it
is the intention of the Governmentof India not to draw upon this sum and it
agreesnot to do sowithout previousconsultationwith the Governmentof the
United Kingdom.

Article V

1. In so far as the appropriatetransfershavenot alreadybeeneffectedin
accordancewith the provisions of the Agreementof 1947 there shall also be
transferredfrom the No.2 Accountto the No. 1 Accountthe equivalentof any
sumspaid from the No. 1 Accountafter the 15th July, 1947, in respectof —

(a) Thesettlementof anymattersoutstandingunderthe DefenceExpendi-
turePlanandof anyotheraccountsrelatingto transactionswhichwereconnected
with theWar andtook placeprior to the 15th July, 1947;

(b) PaymentsoutsideIndia as a result of Agreementsfor the releaseof
assetswhich werevestedin theIndianCustodianof EnemyProperty.

No.26~8
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2. In so far as the appropriatetransfershavenot alreadybeeneffectedin
accordancewith the Agreementof 1947,thereshallbetransferredfrom the No. 1
Accountto the No. 2 Accountthe equivalentof any sumspaid into the No. 1
Account after the 15th July, 1947, in respectof the settlementof any matters
outstandingunder the DefenceExpenditurePlan and of any other accounts
relatingto transactionswhich wereconnectedwith theWar andtook placeprior
to the 15th July, 1947.

Article VI

1. The balancefrom time to time standingto the credit of the No. 2
Account, after the transfersprovided for in this Agreementhavebeen made,
shall be transferredto the No. 1 Account in instalmentsnot exceeding~ 35
million in eachof the six periodsof twelve months beginningon the 1st July,
1951, provided that: —

(a) Transfers shall only take place as may be necessaryto maintain a
minimum balanceon the No. I Accountof~30 million in additionto theamount
thenheldon thataccountas acurrencyreservein accordancewith the provisions
of Article IV of this Agreement;

(b) Any part of the ,~ 35 million transferablein any period of twelve
monthsnot transferredduring that periodshall be carriedforward andaddedto
the sumsavailablefor transfer,subjectto sub-section(a) of this paragraph,during
the laterperiods.

2. If it shouldappearto the Governmentof India that in any particular
periodof twelve monthsthe requirementsfor sterling from the No. 2 Account
are likely to exceed~ 35 million, thetransfersdue in the next subsequentperiod
may beanticipatedto the extentof ~ 5 million andmaybe made,subjecttosub-
section (a) of paragraphI of this Article, without further consultationbetween
thetwo Governments. If the Governmentof India considerthatanticipationto
agreaterextentis necessary,the two Governmentsshallconsult togetherwith a
view to providing such further anticipation of transfersas may be appropriate.

3. Thetransfersreferredto in paragraphs1 and2 of this Article shallnot
include the transfersprovidedfor in Articles IV, V andVII of this Agreement.

4. If at any time during the period coveredby this Agreementtransfers
from the No. 2 Accountto the No. 1 Accountappearto betaking placeat a rate
significantlyhigherthan is consistentwith the agreedannualrate, eitherGovern-
mentshallhavetheright to askthatthe positionshouldbediscussedbetweenthe
two Governments.

5. Any balanceremainingon the No. 2 Account on the 30th June,1957,
shallbe transferredto the No. I Account.

No. 2628
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Article VII

1. Suchtransfersof capital from India to therestof theScheduledTerri-
tories andviceversaasmaybe agreedbetweenthe ReserveBankof India andthe
Bankof Englandshallbesubjectto the provisionsof paragraph2 of this Article.

2. The ReserveBank of India and the Bank of Englandshall consult
togetherat agreedintervalsin orderto establishby referenceto thebeststatistical
dataavailableto themthe netcapitalmovementfrom Indiato theotherScheduled
Territories or vice versa as the casemay be, resultingfrom the agreedtransfers
of capital. Thereafteran amountequalto the net capitalmovementsoestablish-
ed shall be transferredfrom the No. 2 Account to the No. 1 Account if the
movementis onefrom India to the otherScheduledTerritoriesor from the No.
1 Account to the No. 2 Account if the movementis in the reversedirection.

3. Notwithstandinganythingin this Article thetwo Governmentsshallnot
restrict transfersof capital from India to theUnited Kingdom representing: —

(a) Remittancesof savingsbelongingto personsof UnitedKingdom origin
leaving India in order to takeup permanentresidencein the United Kingdom;
and

(b) The voluntary repatriation of investmentsby personsregardedas
residentin the United Kingdom for purposesof exchangecontrol in the United
Kingdom.

4. Transfersof capital falling within the precedingparagraphshall be
includedin thecomputationsfor which paragraph2 of this Article provides.

Article VIII

1. The two Governmentsshall as often as may be necessaryconsult
togetherwith a view to ensuringthe smoothworking of the presentAgreement.

2. The ReserveBank of India andthe Bank of Englandshallbe entrusted
with the technicalexecutionof this Agreementandshall consulttogetherasoften
as maybe necessaryin orderto ensureits smoothworking.

Article IX

Thearrangementsrelatingto the sterlingpensionaryobligationsof India and
theProvincesof India containedin Sir StaffordCripps’ two lettersto Mr. R. K.
ShanmukhamChettyof 9th July, 1948,’ shall continueto be operative.

1 United Nations, Treaty Series,Vol. 134, p. 70.
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Article X

For the purposesof the presentAgreement

(a) The No. 1 Accountandthe No. 2 Accountshallmeanrespectivelythe
No. 1 Accountandthe No. 2 Accountof the ReserveBank of India openedwith
theBankof Englandundertheprovisionsof the Agreementof 1947;

(b) The expression“ the ScheduledTerritories “ shall havethe meaning
from time to time assignedto it underthe United Kingdom ExchangeControl
Act, 1947;

(c) The expression“ paymentsfor current transactions“ shall havethe
samemeaningas in Article XIX (i) of the Articlesof Agreementof theInterna-
tional MonetaryFund.’

Article XI

Theprecedingprovisionsof this Agreementshallhaveeffectas from 1stJuly,
1951,andshall terminateon 30thJune,1957. This Agreementshallreplacethe
Agreementof 1947 assubsequentlymodified andextended. Furtherconsulta-
tions shall be held before the termination of this Agreementwith a view to
extendingit or replacingit by anotherAgreement.

IN WITNESS WHEREOFtheundersigned,beingfully authorisedtheretoby their
respectiveGovernments,havesignedthis Agreementin eachof the Englishand
Hindi languages,in two partsboth of which texts are equally authenticexcept
that in the caseof anydisputearising asto the interpretationof the termsof this
Agreement,the English version shall prevail.

DONE at New Delhi this twentiethday of July 1953.

For the Governmentof the United Kingdom:
Signed by : (illegible)

In the presenceof: (illegible)

Forthe Governmentof India:
Signed by : (illegible)

In thepresenceof: (illegible)

1 United Nations,Treaty Series,Vol. 2, p. 39; Vol. 19, p. 280, and Vol. 141, p. 355.
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