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I. FACTUAL BACKGROUND

1. By a British Treasury Decree of 22 February l9h8, Palesﬁiﬂe‘and

Trans jordan were excluded from the sterling area. - At that time the

Palestine Currenoy Board was in oparutlon for botn countrles

On 16 Avgust 1948, a new monetary unlt was establlshed in Tsrael:

the Israsl pound (banknotés ekchanged betheh 17 August and 17 September

©1948) which was at par with the pound sterling and was devalued at the

same ‘bime as the latter.

2.  The total amount of Palestinian sterling assets frozen in London by
the British Treasury was over 100 million pounds.starling(xx)'in i?hSé
These reserves have since been grédually used up by dual transactions in

favour of two beneficiaries:

(%) 5ee documnnt SR/206 of 6 March 1051.

(XX) "Economist! of 27 January 1951 - "Israel's Sterling - 110 million';
103 million according to information raceived from the Commercial
Attaché of the British Legation in Tel Aviv (letter dated § March
1951 to the Economic Adv1ser of Lh~ Conciliation Comm1551on)



(a) By the exchange of the ol&xPéiéétine pound notes which were
Wﬁﬁﬁéféwn from circulation folloﬁing the monetary reforms carried out in
Israel and Jordan, With the exchange of the old notes, the coverage of
Palestine money (Palestine pounds were covered up to 100 per cent of their
‘value by British securities which constituted the reserves of the Palestine
Currency Board) was considerably diminished.(x)
(1) Stgrling-wa?:qbtained:by.IsraeL, by the redemption of banknotes,
%hrough'th@:Angloréaieéfine‘éénk; b
“v<ii);'8térligé Qés obtained by Jordan, by tﬁe redemption of banknotes,
through the Jordan Currency Board;

(1ii) In the Gaza strip the operation of redemption is to take place in the
~ future, on ths one hard through Barclays Bank, and on the other hand through
the National Bank of Egypt, which will buy back Palestine pounds frém the
refugees.

No difficultyvhas arisén in oBtaining sterling for these operations,
although all the.sterling.obta;ned has not beéﬁuéutomatically transferred
to the No. 1 Sﬂefiiﬁg:Account:ofthe.Shatés”cdhcefnéd; |

The alloCation'gf ﬁﬁe Eélestine Currency Board surplus at the close
of its‘operatibns‘représents, as far as.is known here, the only outstanding
| problem for this agency. In this connectioh; it should:be noted that the

)

GOVGrnment ofuIsrael‘reliﬁquished its 'share in ﬁhé sufplus of the Palestine
tCurrgnqy Board agaihétﬁa lump sum of 2 million poundé.<xx?
(b) By releases in favour of Isracl and Jordan,
Releases were méde to Israel as follows: | o ,
(i) For the”peﬁiod 15 May 1948 - 31 March 1949: about 7.5 mil-
iion pound; sterling; |

(i1) By an agreement dated 30 May 1949: 6.95 million'pounds up

to October 1949;

(x) From 31 March 1948 to 31 March 1949, the Palestine Currency Board
exchanged 35.7 million Palestine pounds (seg Report of the Palestine
Currency Board,. 1949). From 31 March 1949 to 31 March 1950 the

Palestiné Currency Board exchanged §,7 million Palestine pounds (Report
of Palestine Qurrency Board). ‘

(XX>'“( ) The Government of Israel shall relinquish their clalm to any share
in the surplus of the Palestine Currency Board which may be properly
allocablz to Israel, which share is for the purposes of this Agreement,
assessed at ¥2,000,000."



(ii1) By an agreement dated 10 February 1950: 12.72 million
pounds,
(iv) By the last agreement dated 19 January 1951: 13,7 mil-

lion pounds for 1951/52.

Account should also be teken of the releases made between 22 Feb-
ruary 1948 and'li May.1948, which amounted to 14.5 million pounds for
Eglgggggg, , No‘infonnation is available as to how much of this amount
wgnt to Israel and how much to Arab Palestine,

The final agreement of 19 January 1951 provided for releases of

7 million pounds,andl6,700,000 pounds respectively in the following two
. years. According to this agreement, the Government of Israel can use, in
,1951,,2 million polinds of the amcumnt allotted for 1952.

3. As a result of statements in the economic press(x).to the effect

tha£ ﬁnder this‘final agreement, the sﬁerling reserves allotted to Israel

by the Britisthrsasuny out of the Palestinian sterling assets would be
practically exhausted, Arab circles became anxious as ﬁo,the possible effects
of the liquidation ofLIsrael{s,stérligg asssts on the unfreezing of Arab

accounts blocked by Israel.

IT. ATTITUDE OF THﬁ LTAGUE
OF ARAB STATES

L. Following the visit to Cairo of the Chairman»and Principal Secretary
of the Coneciliation Commission, the Assistant Secretary-General of the Arab
League, Mr, Ahmad>Shukairi, requested that the Commission's-ﬁconomic Adviser
should discuss with the League's ex verts the questlon of Arab accounts
‘blocked in Israel

The conversatlons between the Arab ehports and the Comm1551on's
cénomlc adesur took place in Caﬂro from 26 February to 2 March 1951.

During thls v1s:t talks WeTs held w1th Azzam Pasha, Secretarv»Gencral of

($) Inter alia, the "Economist! of 27 January 1951, p.22h.
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the League, Mr. Ahmad Shukairi and Nemazi Pasha, Director of the Legal
.and Economic Department of the League. The apnroprinte departments of
"thc Brltlsh Enbassy, in particular Mr. Waight and Mr. Wilson, British
Treasury reprasentatives, were kept informed of the discussions.

'5. Aécérding tb the Arsb spokesmen, the position of the Palestinian
Arabs who are now refugees in the Arab States is as follows:

(1) The Palestinian.Arabé deposited Palestine pounds which, ac-
cording té'the Statute of the Palestine Currency Board, were
convertible intd-éteriing. The majority of:fhesé deposits
wers -in British banks, in preférencé to the Jewish banks opera-

ting in.Palestine.(90 per cent of the deposits, it would appear).

(ii) The Govermment of Isracl doss ﬁot.recégﬁize these Arabs, who
‘are now refugeszs in the'neighbourihg coﬁntries; as citizens of
Isracl, and refusss to p srmit them to rLturn, thus at ths same
time preventjng;them from making use of thelr accounts in
Israel. On the other hand, the Government of Tsracl prevents
‘them from disposing of their acoounts &nd applgés to them a law
and cprtann regulctlonq which result in thulr bc1ﬁg deprived of
the use of thelr own money in rusettllng in thu Arab countries.
(iii) Legislation promulgated after their daparture is being applied
to the - refugees who, moreover, are aware that Israel is
'profztlng by tha rlght of exchange into sterling of the P Pales-
tine pound.
(iv) if it is left to Israei to restitute ﬁhis money, wﬁich does not
"beibng £olﬁer; (a)‘the date of repayment will remain indefinite,
énd the loﬁger it is delayed the longer‘if wiil be before the
réfugeés are résettled; (b) As Isreel prgﬁéses to return thsse
funds on the conclusion of neace, “subjecf £oisuoh general

urrenoy regulatwons as may be opuratlvo at thﬁ tlm“”<x> it

seams doubtful whether the rufugecs w111 be Dald thlq money in

() Statement by the Government of Israel (document T1S/13, para. L).
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a currenéy which they themselves or the reintegration agencies
Gan make use of. |
(v) It would appear desirable for the United Kingdom, which in
February 1948 took measures to freeze the Falestinian sterling
assets; to ﬁake'account; when i1t releases sterling to Israel,
of the special case of the @X_Palestinianvréfugees. There is,
iﬁdeed, no doubf that a portion of these: frozen assets (between
4 ard 5 million pbuﬁds?) represents’ purely Arab capital. |
| (a) The Urited Kingdom might perhaps take messures to
transfer the assets of the refugess to them in the
Arab States.  Such measurcs would freeucapiﬁal‘which
would enable them to resettle'themselves;
j(bj If the United Kingdom Government is unable to con-
sider sudhvmedéuresb it should at least continue to
keep frozen in London a sum egual to the approximate
amount‘of the Arab bank accounts blocked by Israsl,
until the rastoratibn‘of a more normalisituation in
the Near‘East.. |
6. l‘ThélSecretariaf of the League of Arab Stetes intends to submit for
the approval‘of the Leagﬁé at its next session, two memoranda on this
subjedt;fbne addressed to the United}Kingdom aﬁd the other addressed to

the Conciliation Commission.

III. ATTITUDE OF THE BRITISH

3 GOVERIMENT
7. Following'theAdiscussions in Cairo between the experts of the .League
of Arab States and the Economic Advisof, Ambassador Palmerapproached Mr,
Furlonge, of the Bastern Departmeﬁt of the Foreign Office, who was then

in Jefusalem, énd informédlhim of the interest taken by the Conciliation

i
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Commiésion in tﬁé unfreezing of the Arab accounts‘and‘of the possible
repafcussions of the latest releascs granted to Israel by the British
Treasury.

Thas Conciliation Commission requested Mr. James Barco, alternate
United States representative to the Cemmission, to visit London, accom-
panied by ths Commission's Economic Adviser, in order to discuss the whole
problem with officials of the British Foreign Office and Treasury.

8. Mr. Barco and the Fconomic Adviser were in London from 16 to 22
March and had discussions which clarified the various aspects of the
problem.  They met Mr. Evans, Mr. Brinson and Miss Waterloo of the Foreign
Office. Sir Henry Knight, the Unitud Kingdom representative on the
Advisofy Comrission of UNRWA, was also presént. In addition, conversa-
tions took place with certain private banks directly concerned in the
operation, and with their éolicitors regarding the case of the Arab Bank
versus Barclays Bank.

9. The répresentatives of the Conciliation Cbmmission pointed out that
the operation of transferring to the refugees the amount of their accounts
Would be a‘relatjvely simple dne in cdmpériéon'witﬁ that of compensation,
émﬂ, gdreéver; tﬁaﬁ reétiﬁutién should come“befdre”éompehéation5 parti-
cﬁlarly when movable prdpefty as easily‘trdnsféraBle as bark accounts is
involved. | I |

These bank accounts, amounting to betwesn L and 5 million pounds,
represent caepital corresponding to bztwesn 12 and lu‘million U.S. dollars.
This is a considerable Suﬁ.in‘comparison with the UNRWA "Reintegration
Fund”_which, once the Negotiating Committee has finished its work, will
mnoﬁnt ﬁo 30 millioﬁ>déliafédfor ﬁhe'current périod.  In other words, the
Arab gccounts blocked in isfaei coffespbnd to one-third of ths Reintegra-
‘tiopCEund. ThiS'amounﬁléan also he cbmpmred to the figure of 1 million
israél pounds offeredhby'Mfi Lourig,kthe Israel‘délégate,'aS'a contribution
to ths Reintegration Fund, subjzct to certain spscial coﬁﬁitions which

were attached to this offergx) The unfreezing of this capital, whether

() 5o document L/AC.L1/SR.5.
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directly or indirectly, would héve far-reaching economic effects, either

direct or indiréct, and would enable a large humber of refugees to resettle,
Any money which is not supplied out of the capital of the refugees

themselves will have to be provided from other sourcés. It is therefore

obviously in the interest of ths States participating in fhé finencing of

UNEWA to facilitate the unfreezing of the blocked assets, if they do not wish

to have to cortribute this capﬁtal themselves, in one form or another,

10,  The United Kingdom representatives officially confirmed thaﬂ the latest

releases of sterling granted to Israel do in fact éxh ust. that Government's

sterling reserves.

The respagtive,shares of Jordan and Israel were calculated on the
basis of tbe_gquraphical location of the banks.: . ThevBritiéh Treasury only
took into account the geographical location of the: banking institutions(x)
and was not eble to. take into consideration the personal status of- the
holders, whether Jewish or Arab, now living:in Isyael or as refugees in the
) neighbouring‘@pab States,

Final%y, the United Kingdom representatives stdted that, in their
v.opinion,_the question of unfreezing assets in favour of the Arab refugess
~was a matter, to be negotiated between the Arabs and the Government of Israel,
and that the Rritish Govermment could not be involved in any way.

However, there will be other sterling resources available.for Isrsel
in the near futura.v On the one hand, the Israel-Government has asked for
requisition of the securitiss belonging to Israelis which are deposited in
England. »(The’total amount of these securities is said to be sprroximately
four and a_half million pounds sterling.) On tﬁe othar hand, the amount

subscribed by Zionist associations during 1951 will probably amount to

approximately 12,250,000 sterling. (%)

(x) The geographical situntion of the Head Offices of the respe setive banks,
hccording to information received, the sterling credits of Barclay
Bgnk Jerusalem, for instance, w. h“ch were allocated to Isrzel'ls account

_owing to the fact that Barclajs Bank is situated in the part of Jeru-
salem which is under TIsrasl contrel, are said to include’ the sums
deposited hV PAlQSElnl&nS at Barclays Banlk in Gaza. (?) ‘

<x;> ”Economlst“ of ‘27 Jcnudny 1951



- In conclusion, in view of the measurcs taken by the British Govern-
ment and the release to Israel of all her sterling assets, it is obviously
too late to persuade the British Government to take the steps suggested by

the Arab League.

IV, OBSERVATIONS

11, It is to be regrettedjﬁhat the very special case of the Arab refugees
who have bank accounts blocked in Israel was not taken into zccount, in
the first place in the freszing of ths Palestinian sterling assets, and in
the second place in the reléase operations, and that.conservatory measurcs
were not taken to protect the rights of the refugees pending the settle-
ment of their political fate.
12, On the other hand, thers should bs né illusions as to the possi-
‘ bilities: (a) of utilizing the Isrsel assets in Great Britain requisitioned
by the Govermment of Israel, or (b) of.using the contributions of Zionists
i Great Britain. It is obvious that if the British Government has not
heen éblé to take any steps to protect the Arab sterling assets, which
formed part of the Palestinian assets blocked on Israel's account, its
' powers are likely to be even more limited in respect to these two sources
of sterling, which undoubtedly all bzlong to Israel.(x)
13.  In these circumstances it would appesr. advisable to approach the
Government of Isracl immediately:

(a) to remind that Government that part of the steriing it has

obtained in London served :s backing for the deposits of Arab

refugess in Palestine pounds,before the creation of the State

of Tsrael, and

(x) British subjects holding bank accounts in Israel but residing in Great
Britain must address thesir requests for release of the sccounts in
pourds sterling, to the exchanpe dept. of the Isragl Finance ¥inistry. Agreement
was reached on this aibiset on 19 Jaruary 1951 betwesn the Governments of
‘the, United Kingdom and Israel, and the Israel authorities appear to be
granting transfers in pounds sterling to = reasonable extent, British
nationals arc subject to the Isrnel exchangs control regulations, but
not to the laws and regulations concerning absentees which are applied
to the refugess living in the Areb countries.
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(b) to request, therefore, that the Government of Israel take steps
to restore their accounts to the refugses 2s scon as possible,
in currency'which could be used for their r:usettlement in the

countriss where they are now living.

14,  Without entering into the meriﬁs of the arguments put forward by

- either the Arnbs or Israelis, but looking at the question from a purely
economic point of view, it would be difficult to ovsr-emphasize the
beneficisl effect which the restitution of this capital, amounting to
hetween 12 and 15 million dollers, would have in enabling these refugees

to resettle., On the one hand, it would rslieve UNRWA in its difficult
task, and on the other hand, the judicious use of this flow of capital in
the cconomic circuit of the countriss of settlement would make possible the

absorption of = considersble number of refugees,

- b o ——



