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No. 2812. EXCHANGE OF NOTES CONSTITUTING AN
AGREEMENT1 BETWEEN THE GOVERNMENTS OF
THE UNITED KINGDOM OF GREAT BRITAIN AND
NORTHERN IRELAND, TH E COMMONWEALTH OF
AUSTRALIA AND NEW ZEALAND OF THE ONE PART
AND THE KOREAN GOVERNMENT OF THE OTHER
PART FOR SETTLEMENT OF ADVANCES IN KOREAN
CURRENCY MADE TO THE BRITISH COMMONWEALTH
FORCES, KOREA. SEOUL, 28 SEPTEMBER 1954

I

Her Majesty’sMinister at Seoulto the Korean Minister of Finance

BRITISH LEGATION

Seoul,September28, 1954
Monsieur le Ministre,

I referto the recentdiscussionsconcerningthesettlementby British Common-
wealth Forces, Korea, of the advancesin Koreancurrency madeby the Govern-
ment of the Republic of Korea from July 1950, under the Agreementbetween
the Governmentsof the Republic of Korea and of the United Statesof America
of July 28, 1950,2andaboutthearrangementsfor thesettlementof future advances
made under that Agreement.

I now have the honour to proposeon behalf of Her Majesty’s Governments
in the United Kingdom of Great Britain and Northern Ireland, the Common-
wealth of Australia and New Zealand,an agreementin the following terms

(1) The United Kingdom Governmentshall, immediatelyupon signatureof this letter,
makealump-sumpaymentof ~ 18 million sterling in part paymentof the liabilities
of the Australianand NewZealandGovernmentsandof the liabilities of theUnited
KingdomGovernmentin respectof hwanadvancedby theGovernmentof theRepublic
of Koreaup to May 31, 1954, and within one calendarmonth of the dateof this
letter makea further lump-sumpaymentin sterling in respectof thebalanceof the
liabilities for advancesto the Australian and New ZealandGovernmentsas well
as in respectof the balanceof the United Kingdom Government’sown liability
up to May 31, 1954. Theseliabilities shall be calculated—

~ Cameinto force on 28 September1954 by the exchangeof the said notes.
~ United Nations, Treaty Series,Vol. 140, p. 57.
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(a) For theperiodup to February23, 1953, atthemilitary conversionrateprevailing
at the time the local currencywas actually expended;and

(b) Thereafterat themilitary conversionrateprevailingat thetimethe local currency
was advanced.

(2) Subjectto theprovisionsof point (9) below, settlementsfor advancesafterMay 31,
1954,lessanysumreturnedunderarticle2 of theAgreementbetweentheGovernments
of the Republic of Koreaand the United Statesof Americaof July 28, 1950, will
be effectedmonthly in sterling at the military exchangerate in force on the date
or dates when advancesare madeand the middle market rate in London for the
United Statesdollar on the dateof the advance. In the event of a devaluation
ol the hwan affecting hwan advanced,the Governmentof the Republic of Korea
will allow six day’s graceafter devaluationfor the return of hwan balancesunder
article2 of theaforesaidAgreement. In theeventof any changesbeingmadein the
spreadwithin which the middle marketrate canat presentfluctuate (i.e., $ 2-78—
$ 2-82 to the £~as now officially recognisedby the InternationalMonetaryFund)’
or of any changesoccurring in the United Kingdom ExchangeControl Regulations
whichmateriallyaffect theRepublicof Korea,themethodsof calculationand payment
for hwanadvancesafter theeffective dateof the changesshall be reviewed.

(3) Unless on or beforeDecember31, 1954, theUnited StatesGovernmentrepay to the
Governmentof theRepublicof Koreaasumequivalentto that allowed to theUnited
StatesGovernmentasa 10 per cent, rebatein respectof official expenditureunder
the termsof thesettlementof hwanadvancesto theUnited StatesForcesin Korea,
the Governmentof the Republic of Korea shall—

(i) Within onemonth of December31, 1954, repay to the United Kingdom Govern-
ment an amountequivalentto 5 per cent, of all past drawingsmadeup to and
including December31, 1954, in respectof official expenditureby the United
Kingdom, Australian and New Zealandcomponentsof the British Common-
wealth Forces, Korea;

(ii) Subject to theprovisions of point (4) below, allow theUnited Kingdom Govern-
mentarebateof 5 per cent. of drawingsmadeafterDecember31, 1954, in respect
of official expenditureby the United Kingdom, Australian and New Zealand
componentsof the British CommonwealthForces,Korea.

(4) If before December31, 1954, the United StatesGovernmentwaive for the future
therebateallowed to themasaforesaid,butwithout makingany repaymentin respect
of the rebatein thepast,theUnitedKingdom Governmentshall alsowaivethe rebate
as from thedateof effective waiverby theUnited StatesGovernment,andtheGov-
ernmentof theRepublicof Koreashall within onemonthof December31, 1954, repay
to the United Kingdom Governmentanamountequalto 5 per cent. of all drawings
in respectof official expenditureby theUnited Kingdom,AustralianandNewZealand
componentsof theBritish CommonwealthForces,Korea, up to and including the
dateof the waiver.

1 United Kingdom: “Treaty SeriesNo. 21 (1946),” Cnid. 6885.
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(5) If afterDecember31, 1954, but on or before December31, 1955, the United States
Governmentrepayto the Governmentof the Republicof Korea a sum equivalent
to thatallowed to the United StatesGovernmentasa rebate,theUnited Kingdom
Governmentshall repay to the Government of the Republic of Korea

(i) The sum repaidby theGovernmentof the Republicof Koreaunderpoint (3) (i)
above;

(ii) The sum representedby any rebateallowedby the Governmentof theRepublic
of Korea under point 3 (ii) above.

(6) If at any time after that datethe United StatesGovernmentwaive for the future
the rebateallowed to them aforesaid,but without making any repaymentin respect
of the rebatein thepast, the United Kingdom Governmentshall do likewise.

(7) After December31, 1955, no retroactiveadjustmentwill be madebetweenthe Gov-
ernmentof theRepublicof KoreaandtheUnitedKingdom Governmentin respectof—

(i) Any rebateallowed;

(ii) Paymentmade in respectof a rebateby the Governmentof the Republic of
Korea under point (3) (i) and (ii) above.

(8) As to currencyadvancesmadeto theCanadianArmed Forces,it is understoodthat
the Governmentof the Republic of Korea will offer to theGovernmentof Canada
similar terms on the calculation of the liability as in point (2) aboveand similar
terms on the rebateas in points (3) to (7) above.

(9) The Governmentof the Republic of Koreaagreeto grant retrospectivelyand for
the future to theGovernmentsof theUnited Kingdom, Australia,New Zealandand
Canadatermsnot less favourablethan thosewhich may be grantedafterMay 31,
1954, to theGovernmentof theUnited Statesin respectof the rateof exchangeand
the methodsof obtaining Korean currency.

2. If the foregoingproposalis acceptableto the Governmentof the Republic
of Korea, I havethehonourto suggestthat the presentnoteandyour Excellency’s
reply in that senseshould beregardedas constituting an agreementbetweenHer
Majesty’s Governmentsin the United Kingdom, Australia and New Zealandon
the one part and the Governmentof the Republic of Koreaon the other part in
this matter which shall enter into force immediately and shall remain in force
until suchtime as it is, mutually agreedthat the needthereforhasceased.

I have, &c.

W. G. GRAHAM

No. 2812
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II

TheKorean Ministerof Financeto Her Majesty’sMinister at Seoul

Seoul, Korea, 28 September,1954
Sir,

I havethe honour to acknowledgereceiptof your note of to-day’s datewhich
readsas follows

[Seenote I]

In reply I have the honour to inform you that the above-mentionedterms
are also acceptableto the Governmentof the Republic of Korea, andthat they
thereforeagreewith yourproposalthat yournote andthis replysshouldberegarded
asconstitutingthe formal agreementbetweenthe two Governmentsin this matter
which shall enterinto force immediately andshall remainin force until suchtime
as it is mutually agreedthat the needtherefor hasceased.

I have, &c.
LEE, JOONG CIJA!
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