
No. 2254

UNITED KINGDOM OF GREAT BRITAIN
AN]) NORTHERN IRELAND

and
JAPAN

Exchangeof notes (with appendix)constituting an agree-
ment regardingthesettlementof theJapanesepre-war
external bonded debts (sterling bonds). London, 21
November1952

Official text: English.

Registeredby the United Kingdom of Great Britain and Northern Ireland on
31 August1953.

ROYAUME-UNI DE GRANI~E-BRETAGNE
ET D’IRLANDE DU NOR])

et
JAPON

Echangedenotes(avecannexe)constituanttin accordrclatif
au règlementdesdettesextérieuresjaponaisesd’avant.
guerre contractéessous forme d’obligations (obliga-
tions Iibellées en sterling). Londres,21 novembre1952

Texte officiel anglais.

Enregistrepar le Royaume-Uni de Grande-Bretagneet d’Irlande du Nord le
31 aoat 1953.



304 United Nations — Treaty Series 1953

No. 2254. EXCHANGE OF NOTES CONSTITUTING AN
AGREEMENT1 BETWEEN THE GOVERNMENTOF THE
UNITED KINGDOM OF GREAT BRITAIN AND NORTH-
ERN IRELAND AND THE GOVERNMENT OF JAPAN
REGARDING THE SETTLEMENT OF THE JAPANESE
PRE-WAR EXTERNAL BONDED DEBTS (STERLING
BONDS). LONDON, 21 NOVEMBER 1952

I

The Assistant Under-Secretaryof State, Foreign Office, to the Counsellor

(Financial) of the JapaneseEmbassyat London

FOREIGN OFFICE

London,21st November,1952

Dear Mr. Ihara,

You have recently held talkswith representativesof Her Majesty’s Gov-
ernment, in which the following arrangementswere reached in connexion
with the settlementof Japanesesterling debts:—

(a) So long as the paymentsrelationsbetweenthe United Kingdom and Japan
areon the sterlingbasisset out in the presentSterlingPaymentsAgreement,2

suchsterling bondholdersasareentitled undertheir original loan contracts
to receiveat their option payment in currenciesother than sterling shall
be paid in sterling as provided for in Article 9 of the Memorandumof
Agreement on the Settlementof the Japanesepre-war External Bonded
Debts (Sterling Bonds)signed in New York on 26th September,l952.~

(b) Should paymentsbetween the United Kingdom and Japan at any time
beforethe redemptionof the bondsreferredto in Article 9 of the aforesaid
Agreementof 26th September,1952, be on a basisother than the sterling
basis referredto in (a) above, Her Majesty’s Governmentin the United
Kingdom andthe Governmentof Japanwill discuss,having regardto the
natureof their paymentsarrangements,to what extent, if any, the Govern-

Cameinto force on 21 November1952, by the exchangeof the saidnotes.
2 UnitedNations, Treaty Series,Vol. 149, p. 227, and Vol. 160, p. 411.
~Seep. 308 of this volume.
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ment of Japanshould be calledupon to fulfil their obligation to pay in the
currencies,other than sterling, specified in the original loan contracts.

I hereby confirm that these arrangementshave been acceptedby Her
Majesty’s Governmentin the United Kingdom. I would be grateful if you
would confirm that they are also acceptedby the Governmentof Japan.

Yours sincerely,
R. H. SCOTT

II

The Counsellor (Financial) of the JapaneseEmbassyat London to the Assistant
Under-Secretaryof State,Foreign Office

EMBASSY OF JAPAN
UNITED KINGDOM

London,21st November,1952

Dear Mr. Scott,

I havereceivedyour letter of 21st November, 1952, in which you refer
to thefollowing arrangementsreachedbetweenrepresentativesof Her Majesty’s
Governmentand myself

[See note I]

I note that these arrangementshave been acceptedby Her Majesty’s
Governmentin the United Kingdom.

I havepleasurein confirming that the arrangementsare also acceptedby
the Governmentof Japan.

Yours sincerely,
Takashi IHARA

Counsellor(Financial)

No. 2254
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APPENDIX

MEMORANDUM OF AGREEMENT ON THE SETTLEMENT OF THE

JAPANESEPRE-WAR EXTERNAL BONDED DEBTS

As a resultof the conversationsbetweenthe Councilof the Corporationof Foreign
Bondholders,representedby Sir ThomasFrazeron the one part (hereinafterreferred
to as the Council) and the Governmentof Japanrepresentedby Juichi Tsushimaon
the other part (hereinafterreferredto as the Government)the Governmentis ready
to maketheoffer set outbelow to the holdersof the bondslistedbelow,and the Council
is willing to recommendto the bondholdersthe acceptanceof the offer.

Article 1

BONDS COVERED BY THE AGREEMENT

The bondscoveredby this Agreementare as follows :—

(1) Imperial JapaneseGovernment4 percent. SterlingLoan of 1899 for £l0,000,000~

(2) Imperial JapaneseGovernment5 percent. Sterling Loan of 1907, £23,000,000.

(3) Imperial JapaneseGovernment4 percent. SterlingLoan of 1910for £11,000,000.

(4) South Manchurian Railway CompanyLimited, £4,000,0005 per cent. Sterling

Bonds.

(5) Imperial JapaneseGovernment6 per cent. Sterling Loan of 1924. Issue of
£25,000,000.

(6) Imperial JapaneseGovernment 5~per cent. Conversion Loan of 1930 for
£12,500,000.

(7) OsakaCity HarbourConstructionLoan.*

(8) City of Nagoya 5 per cent. Sterling Loan for £800,000.

(9) City of Yokohama5 percent. Sterling Bondsfor £716,500.

(10) City of Tokyo 5 percent.Loanof 1912. Sterling Bondsfor £5,175,000.

(11) City of Tokyo 5~per cent.Loan of 1926 for £6,000,000.

(12) Tokyo Electric Light CompanyLimited (Tokyo Dento Kabushiki Kaisha),6 per
cent. First MortgageBonds(Sterling Series).

* Only thoseBonds,with stampedcertificatesindicating :“ This Bond or Coupons,if presented
at Messrs.M. Samuel& Co., London, will beduly paid at the exchangeof 2s. 0 ~d. per yen “.

No. 2254
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Article 2

ASSUMPTION OF LIABILITIES BY THE GOVERNMENT AND ELIMINATION OF SECURITY AND

OTHER CLAUSES

The liabilities for the bondsof the corporatebodiesas specifiedin (7) to (12) both
inclusive in Article 1 having beenassumedby the Government,the corporatebodies
concernedhavebeenrelieved of the liabilities accordingly. The clausesdealing with
security, liens and chargeson properties,revenuesand income and all other clauses
pertainingtheretounder the original contractsof, and/or indenturefor, the bondsof
the corporatebodiesas specifiedabove,havebeeneliminated simultaneouslywith the
assumptionof the liabilities by the Government.

Article 3

EXTENSION OF MATURITY DATES

The maturity datesunder the original contractsand/orindenturethereof of the
bondsspecifiedin (2), (3), (6), (8), (10) and (12) in Article 1 shall be extendedfor the
exactperiodof fifteen years,while the maturitydatesof the bondsspecifiedin Article 1
otherthan thebondsspecifiedaboveshall beextendedfor theexact periodof ten years.
It is understood,however,that the Governmentreservesthe right to redeem,at any
timeprior to thenewmaturitydates,all or partof anyof the bondsspecifiedin Article 1
in accordancewith the provisionsin the original contractof, and/orindenturefor, the
respectivebonds.

Article 4

SINKING FUND OPERATIONS

With regard to the sinking fund clausescontainedin the original contractsof,
and/orindenturefor, the bondsspecifiedin Article 1, the sinking fund operationsshall
be resumedin the way stipulatedin the original contractsand/or indentureas from
the year 1953with adjustmentsin the amounts,datesandperiods. The understanding
is that thesinkingfundswill bereducedtogive effectto the reducedamountofoutstanding
bondswhichhasbeenproducedbyconversion. Therevisedsinkingfund ineachinstance
is to be calculatedon the basis of the following formula : the revised sinking fund
equalsthesinkingfund which would havebeenpaid in 1942 underthe original contract
multiplied by a factor, the numeratorof which is the principal amountof bondsout-
standingat presentand the denominatorof which is the principal amount of bonds
outstandingin 1942. Theresultingamounts,datesandperiodsareembodiedinTable1
attachedheretowhich is tentatively acceptedas carrying out this principle, subject to
verification. If all bondsof any issuehavebeenretired, sinking fund paymentsas to
such issueshall cease.

No. 2254
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Article 5

INTEREST FOR THE EXTENDED PERIODS AFTER ORIGINAL MATURITY DATES

For the extendedperiodsafter original maturity datesas prescribedin Article 3,
the respectivebondsshall bearinterestat the samerateand with the samesemi-annual
paymentratesof eachextendedyearasspecifiedin theoriginalcontractsand/orindenture.
As maybe arrangedwith the Council, new couponsheetscorrespondingto suchperiods
(bearing the payment datesconsecutiveto that of the last couponattachedor to be
attachedto the respectivebondsunderthe original contracts and/orindenture)shall
be attachedto the respectivebondswhere necessary. In such casesas new coupon
sheetsare not ready by the datesof actualpayment,scrip or othercertificatesmay be
deliveredso as to serve the purposeof the interestpayment.

Article 6

EXTENSION OF PAYMENT DATES AND METHOD OF PAYMENT OF INTEREST

The couponsbearingpaymentdatesprior to 22ndDecember,1942,shallbe payable
on22nd December,1952. The paymentdatesof the coupons(includingthosecoupons,
scrip or other certificatesprescribedin Article 5) bearingpaymentdateson or after
22nd December,1942, and prior to 26thSeptember,1952, shall be extendedin each
casefor the exactperiodof tenyears,andpaymentshallbe madeon the newdates.

Coupons(includingthosecoupons,scripor othercertificatesprescribedin Article 5)
bearingpaymentdateson or after 26th September,1952,andprior to 22nd December,
1952,shall be payableon22nd December,1952.

Coupons(including thosecoupons,scripor othercertificatesprescribedin Article 5)
bearingpaymentdateson or after 22ndDecember,1952,shall be payableon the dates
specifiedon the coupons.

Article 7

FISCAL AGENTS AND PAYING AGENTS

The YokohamaSpecieBank, Ltd., having beensucceededby the Bankof Tokyo,
Ltd., the latter bankshallact in theplaceof the former for thebondsinwhich theformer
was namedas fiscal agent. In other casesthe existingfiscal agentsor paying agents
shall remain so far as practicableas stipulatedin the original contractsor indenture.

Article 8

MAINTENANCE OF ORIGINAL TERMS AND CONDITIONS

It is understoodthat the terms and conditionsunderthe original contractsof,
and/orindenturefor, the bondsspecifiedin Article 1 shall be maintainedexceptthose
articles, clausesandphraseswhich are specifically replacedor eliminatedby the other
Articles of this Agreementor are inconsistentwith suchamendments.

No. 2254
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Article 9

CUBRENCY OPTION CLAUSES

Someloan contractscontaina currencyoption, i.e., at the optionof the bondholders
paymentmay be requiredin somecurrencyotherthan the currencyin which the loan
was issued.

It is understoodthat the questionas to whether andwhen this obligation is to
be fulfilled in the alternativecurrenciesprovidedin the loan contract is to be discussed
as soonas canbe arrangedbetweenthe Governmentof JapanandHer Majesty’sGov-
ernment.

Without prejudiceto any agreementwhich may thusbe reachedbetweenthetwo
Governmentsas to the currencyin which paymentof principal and/or interestis to be
made,currencyoptions shall, in thosecaseswhere the contract provides for payment
of an amountof an alternativecurrencycalculatedeitherat a fixed rate of exchange
or at the rate of exchangeof the day paymentsare due,entitle any creditor holdinga
loancontractcontainingsucha currencyoption to receivein the currencyin which the
loan was issuedthe equivalent,convertedat the rateof exchangeon the datepayment
falls dueunderthis Agreement,of the amountof the alternativecurrencyor currencies
which would havebeenpayableif the option hadbeenexercisedon the original contrac-
tual duedateof paymentor as regardspaymentsunderthis Agreementin respectof the
period after the original contractualmaturity date, in the caseof bonds specified in
(6) and (12) of Article 1, the amountof alternativecurrencywhich would be payable
at the fixed ratesand in the caseof bondsspecifiedin (3), (8) and (10) of Article 1, the
amountof alternativecurrencycalculatedatthe rateof exchangeonthe datesof payment
which are consecutiveto the original maturity datesand in the caseof bondsspecified
in (2) of Article 1, the amountof alternativecurrencycalculatedat the rateof exchange
on 12th March, 1947.

Article 10

APPLICATION OF THIS AGREEMENT

No paymenton the bondsor couponscoveredby this Agreementshall be made
exceptwith respectto bondsor couponsas respectswhich acceptanceto the termsand
conditionsof this Agreementin their entiretyhas beenevidencedby presentingsuch
bondsfor enfacement. If the foregoingprocedureis in any particular found impracti-
cable,and/orthe issuanceof new bondsis required,the procedureshall be appropriately
modified. This Agreementdoes not affect the existing rights of holdersof bondsor
couponsnot tenderedfor acceptance.

Article 11

EXPENSES

All expensesin connectionherewithshall be defrayedby the Government.

No, 2254
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Article 12

EQUALITY OF TREATMENT

If in any subsequentagreemententeredinto by the Governmentwith holdersof
anybondsotherthanSterlingbonds,the holdersof suchotherbondsshouldbe accorded
treatmentmorefavourablethanis offeredthroughthepresentoffer to theSterlingBonds,
either as to interest,amortisationor otherwise,then the Governmentwill extendsuch
more favourabletreatmentto the holders of SterlingBonds. In connectionwith the
above,variations in treatmentaccordedto otherholderswhich in the opinion of the
Council do notresult in morefavourabletreatmentas a whole may be disregarded.

Article 13

DATE OF OFFER

The Governmentundertakesprior to 1st Decemberto make the above offer to
the holders. In respectto the form of the offer, and meansof bringing the offer to
the attentionof bondholders,whetherby advertisementor otherwise,the Government
will consultwith the Council from time to time.

This Memorandumof Agreementis signed in the Borough of Manhattan,City,

County andState of New York, United Statesof America, on 26th September,1952.

ThomasFp.Azgrt
Memberof the Council of the Corporation

of ForeignBondholders,London
JuichiT5USHIMA

Adviser of theMinistry of Financeof the
Governmentof Japan

TABLE 1

AdjustedAmountsof SinkingFund

A.—The adjustedamount of the sinking fund for the bonds concernedis fixed
as set forth below. So long as any principal of any issue remains outstandingthe
Governmentof Japanwill paythe amountto thesinking fund in questionon the month
andday providedundertheoriginal indentureor contract,provided,however,that the
Governmentof Japanwill not be requiredat any timeto pay as to any issuein excess
of the outstandingamount.

Amount First
in pounds Instalment
sterling Per date

(8) City of Nagoya5 per cent.SterlingLoan
for £800,000 28,185 Annually March 31, 1953

(12) Tokyo Electric Light Co., Ltd. (Tokyo
Dento Kabushiki Kaisha) 6 per cent.
First MortgageBond (Sterling Series) . 117,000 Annually Feb. 15, 1953
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B.—The sinking fund of the following bonds is cumulative. Therefore, the
adjustedamount givenin this table is the first instalmentfor the respectivebonds

Amount First
in pounds Instalment
sterling Per date

(5) Imperial JapaneseGovernment 6 per
cent. Sterling Loan of 1924. Issue of
£25,000,000 179,000 Semi-annually Jan. 10, 1953

(6) Imperial JapaneseGovernment5~per
cent. Conversion Loan of 1930 for
£12,500,000 131,500 Semi-annually Jan.1, 1953

(10) City of Tokyo 5 per cent. Loanof 1912
Sterling Bondsof A5,175,000 11,795 Quarterly Feb. 25, 1953

(11) City of Tokyo5~per cent.Loanof 1926
for £6,000,000 60,000 Semi-annually June 30, 1953

C.—Thesinking fund of the OsakaCity HarbourConstructionLoanis as follows :—

Amount First
in pounds Instalment
sterling Per date

(7) OsakaCity Harbour ConstructionLoan 3,154 Annually Dec. 1953

Thisamountis notfixedbut in the succeedingyearsit will beincreasedasfollows

£3,237(=~83x39) for December1954.
£3,320 (=L83x40) for December1955.
£3,403 (~z=J~83x41) for December1956.

etc. etc.

UNDERSTANDING

I.—It is understoodthattheapplicationof theAgreementsignedon26thSeptember,

1952, with respectto currencyoptionsof six sterling bondsshall be as follows :—

A.—Two loans havefixed option clauses—

5~per cent. ConversionLoan of 1930.
TokyoElectricLight Company,Ltd., 6percent.First MortgageBonds(Sterling Series).

The amountof alternativecurrencyto which a bondholderof either of these
two loansshall be entitled as regardsboth principal and interest is dollars 4~8665
for eachonepoundsterling.

No. 2254



320 United Nations— Treaty Series 1953

B.—Four loanshavecurrent rateoption clauses—

5 per cent. SterlingLoan of 1907

(1) In the caseof this loan,which fell due on 12th March, 1947, the amount of
alternativecurrencyto which a bondholdershallbe entitled as regardsprincipal
is theamountof dollars at the rate of exchangeon 12th March, 1947.

(2) As regardsarrearsof interestup to 12th March, 1947, the amountof alternative
currencyto which a bondholdershall be entitled is the amount of dollars at
the rateof exchangeon the dateson which paymentswere duebut unpaid.

(3) As regardsall interest(in arrearsor current)after 12thMarch, 1947, theamount
of alternativecurrencyto which a bondholdershall be entitled is determined
by calculatinginterestat the rate of 5 per cent. per annum on principal as
definedin subsection(1) above.

4 percent. SterlingLoan 1910 and City of Nagoya5 per cent. 1909

In respectof arrearsof interestup to and including 18th September,1949,
the amountof alternativecurrencyto which a bondholdershall be entitled is the
amount of Swiss francsat the rate of exchangeon the dateson which payments
were duebut unpaid.

In respectof interest,and in the caseof the 4 percent.Stcrling Loan 1910,
in respectalso of principal, falling due after 18th September,1949, the amountof
alternativecurrencyto which a bondholdershall be entitled is the amountof Swiss
francsat the rate of exchangeon the duedatesof payment.

City of Tokyo 5 per cent. SterlingLoan 1912

In respectof arrearsof interestup to andincluding 18th September,1949, the
amountof alternativecurrenciestowhich abondholdershallbeentitledis theamount
of Swiss francsor the amount of dollars at the rate of exchangeon the dateson
which paymentswere due but unpaid.

In respectof interest and principal falling due after 18th September1949,
the amount of alternativecurrenciesto which a bondholdershall be entitled is
the amountof Swiss francsor dollars at the rate of exchangeon the due datesof
payment.

11.—It is understoodalso that the interpretationsof the ratesof exchangeof this
Agreementwith respectto currencyoptions of the abovebondsshall conformto the
normal courseof foreign exchangetransactions.
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AGREEMENTOFTHESETTLEMENTOFTHE DEBTON TOHO DENRYOKU
KABUSHIKI KAISHA (THE TOHO ELECTRIC POWER COMPANY,
LIMITED) £300,000FIVE PER CENT. 20 YEAR REGISTERED DEBEN-
TURES

September26, 1952

TheCouncilof theCorporationof ForeignBondholders,representingHer Majesty’s
Government’sinterestin the matterofthe above-mentionedDebenturesandrepresented
by Sir ThomasFrazerof the first part and the Governmentof Japanrepresentedby
JuichiTsushimaof the secondpart have reachedthe following agreementon the final
settlementof the debtrelatingto theseDebenturesin the Borough of Manhattan,City,
County andStateof NewYork, UnitedStatesof America,on September26, 1952

1. The Governmentof Japanwill pay the sum of One hundred twenty-four
thousandeighthundredelevenpounds,fourteenshillings,two pencein sterling(~l24,8lI
l4s. 2d.) to Her Majesty’s Governmenton January15, 1953, in London, in exchange
for the surrenderto the Governmentof Japanof Debenturesof the aboveissueto the
nominalamountof £70,576.

2. Her Majesty’s Governmentand the Governmentof Japanrespectively,will
nominatethe representativesto acton their behalfin executionof theabovesettlement.

ThomasFRAZER
Memberof theCouncil of the Corporation

of ForeignBondholders,London

JuichiTSUSHIMA

Adviser of the Ministry of Financeof the
Governmentof Japan
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