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(Khmer Note)

Phnom-Penh, May 13th, 1972

Excellency,

I have the honour to refer to the recent
discussions held between the representatives
of the Government of the Khmer Republic and
the Governments of Australia, Japan, Malaysia,
New Zealand, Thailand, the United Kingdom of
Great Britain and Northern Ireland and the
United States of America (hereinafter referred
to as the “"Contributing Governments") concern-
ing the establishment of an Exchange Support
Fund for the Khmer Republic (hereinafter
referred to as the "ESF") within the framework
of the economic stabilization program of the
Khmer Republic and to request the contribution
of the Government of Japan to the ESF with the
following understandings:

1, The Government of the
establish the ESF within
du Cambodge (hereinafter
"BNC").

2, The purpose of the ESF shall be to assist
in the financing of the Khmer Republic’'s
foreign exchange costs of imports and related
services and of certain other services and
commodities, as provided for in paragraph 7
below, which will be required for the civilian
economy of the Khmer Republic, at realistic
rates of exchange between the currency of the
Khmer Republic and currencies of other
countries,

3. The duration of the ESF shall be for the

period from March 1, 1972 through December
31, 1972,

Khmer Republic shall
the Banque Nationale
referred to as the
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4, The amount of the initial resources of the
ESF in foreign exchange are expected to be the
equivalent of 34,492,742 U,S., dollars com-
prising the following components:

(a) A contribution equivalent to 8,750,000
U.S. dollars by the Government of the
Khmer Republic;

(b) The proceeds of a compensatory finan-
cing drawing equivalent to 6,250,000
U.S, dollars which the Government of
the Khmer Republic expects to make on

the International Monetary Fundj and

(c) Contributions equivalent to 19,492,742
U.S. dollars by the Contributing
Governments,

=

5, A Working Group shall be established,
composed of a representative from the BNC on
behalf of the Government of the Khmer Republic
and each of the Contributing Governments,

(a) The Working Group shall, inter alia:

(i) Be responsible for the policies
concerning the operations of the
ESF 3

Determine and issue operational
guidelines, as needed, for the
management of the ESF;

(ii)

Meet once a month or at other
agreed intervals to review the
operations of the ESF and to dis-
cuss reports of the manager,
mentioned in paragraph 6 below,
these operations;

(iii)

on

(iv) Receive reports from the repre-
sentative of the BNC on the prog-
ress of the economic stabilisation
program of the Government of the

Khmer Republic;
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(v) Review, during the third quarter of
this calendar year, the operations
of the ESF and assess its contri-
bution to the effective implementa-
tion of the overall economic policy
program of the Government of the
Khmer Republic, The findings of
this review shall be submitted in
a written report to the Government
of the Khmer Republic and the
Contributing Governmentsj; and

= @%Eﬁgﬁﬁﬁﬁﬁ%ﬁﬂx%%@éa%mmm#m?v@,r» (vi) Invite the Resident Representative

of the International Monetary Fund
i o

OFEHEA~ 0 to attend meetings of the Working
Group,

Z UWREY B QMEh WY QB R WK (b) The Working Group shall determine its
° own rules of procedure, including the
galy procedure for the election of the
chairman,

T OLEHBEOKMY Y HEE D S O kA 0 L KR« (c) Decisions of the Working Group shall be
de b i f th b
A Q G40 | QRBEY 4 0 I Qe present and voting, o

WQHn | o= 4R A QY L QR WIT e B ¥T (X1~ | 6. (a) A professionally qualified manager
ﬂfmﬁ [ 4 B3 | ,C.Wf?ovwxﬂ\ LHWRHMQEM NP EEY v (hereinafter referred to as the

"Manager") shall be appointed by the
HE £0° Rl MEOxHLeHXDORI|ELOR
BYREAemMDOEHNE D LHBUNE BT
©° gt d mONEVFER QT oV EEKEHNO
TWENE 7 4 O SE GO RREE O @ Wik E A
00 P E” EHRBURWKRAOHFEL Qo ERMQ
WA REN L SPHECHEKEY O ERNY E4
A0
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BNC with the concurrence of the
Working Group for the administration
of the ESF, 1In his work relating to
foreign exchange and local currency
transactions of the ESF, the Manager
shall be responsible to the Working
Group, The Manager shall keep such
foreign exchange and local currency
accounts for the ESF as he may deem
necessary or as instructed by the Work-
ing Group, The Manager shall report
to the Working Group on such aspects
of the operations of the ESF and at
such intervals as the Working Group
may instruct,
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(b) The salary and associated foreign ex-

change costs of the Manager are to be
financed by the International Monetary
Fund,

(¢c) The Working Group shall have authority

to allocate such amount of the ESF
assets as may be required to finance
the costs of administration of the ESF.

(a) Foreign exchange assets of the ESF may

be purchased only by the BNC, subject

to the provisions of subparagraphs 7

(b), 7 (¢) and 7 (d) below, for

financing the foreign exchange costs

of:

(i) all imports for the civilian
economy and related services per-
missible under the laws and
regulations of the Khmer Republic,
except such imports and services
which are reserved to be financed
exclusively under the commodity
import programs of the United
States or any other aid-providing
countryj and

(ii) engineering, construction or other

professional services, or procure-
ment services or commodities, as
are required in connection with
technical assistance or capital
projects in public or private
sectors for the civilian economy
of the Khmer Republic, in accord-
ance with the procedures to be
approved by the Working Group,
Such services or commodities for
technical assistance or capital
projects as financed by the ESF
shall be provided only by the
countries contributing to the ESF.
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(b) The cumulative total purchase by the
BNC of foreign exchange from the ESF
shall not exceed the amount of 15,000,
000 U,S, dollars by June 30, 197235 and
of 25,000,000 U,S, dollars by September
30, 19723

(c) Whenever the BNC makes a request to
purchase foreign exchange from the ESF,
it shall submit copies of import
letters of credit or similar documents
as deemed necessary by the Manager to
confirm that the foreign exchange is

to be used for the purposes specified

in subparagraph 7 (a) abovej and

(d) All BNC purchases of foreign exchange
from the ESF shall be made against full
payment in local currency (Khmer riel),
calculated at the exchange rates
applied by the BNC itself in its
corresponding transactions with the
commercial banks and the Government of
the Khmer Republic,

8, The local currency proceeds (hereinafter
referred to as the "Counterpart") of sales of
foreign exchange by the ESF shall be credited
initially to a Counterpart Account which shall
be maintained by the ESF with the BNC., The
Manager, in cooperation with the Working
Group, shall prepare detailed procedures for
handling the Counterpart arising from the
sales by the ESF of foreign exchange contri-
buted by the Contributing Governments, in
accordance with the provisions concerning the
utilization of the Counterpart in bilateral
arrangements between the Government of the
Khmer Republic and each of the Contributing
Governments,

Such Counterpart shall be used as follows:

I 1H
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e)

9.

22,

(a)

(b)

(c)

(e)

1K

The Counterpart may be used by the
Government of the Khmer Republic to
support its budget, either (i) by
covering budget expenditures previ-
ously approved by the Government of
the Khmer Republic for which funds
would otherwise need to be borrowed
from the BNC, or (ii) by repaying
debts of the Government of the Khmer
Republic to the BNC;

If a contributing government indicates
that it will not be agreeable to such
use, in whole or in part, an amount of
the Counterpart proportionate to its
contribution shall be sterilized, that
is, held by the ESF for the duration
of the ESF;

On the termination of the ESF, utiliza-
tion of sterilized Counterpart shall

be by agreement between the Government
of the Khmer Republic and each of the
Contributing Governments;

An agreed percentage of such sterilized
Counterpart may be desterilized to
finance local costs of specific projects
of the Government of the Khmer Republic
for economic, social welfare and deve-
lopment purposes, with preference to
those projects endorsed by an inter-
national financial institution; and

Local costs of administration of the
ESF may be financed from the Counter-
part as provided for in paragraph 6,

Buying and selling of foreign exchange in
the official exchange market of the Khmer

Republic shall be in accordance with the ex-
change system for the Khmer Republic approved
by the International Monetary Fund on October

1971,

as modified on January 17, 1972 by
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the establishment of a separate rate for aid
transactions effected directly with donor
countries, The exchange rates shall be
adjusted by the BNC, if necessary, from time
to time, on the basis of continuing consulta-
tions between the BNC and the Resident
Representative of the International Monetary
Fund,

10, (a) The Manager shall submit monthly
reports to the Working Group, indi-
cating the status of funds received
by, held in or disbursed by the ESF

each month,

(b) The ESF's accounts shall be audited
by an internationally recognized
independent audit firm selected by

the Working Group,

In preparing the audit program, this
audit firm shall take into account
specific inquiries and requests of
the Working Group and of individual
Contributing Government,

(c) The Government of the Khmer Republic
shall reimburse the Contributing
Governments, in proportion to their
contributions to the ESF, for any ESF
assets which have not been properly
used in accordance with any provision
of bilateral arrangements to be
entered into between the Government
of the Khmer Republic and each of the
Contributing Governments,

11, On the termination of the ESF, any foreign
exchange assets in the ESF shall be divided
among the Government of the Khmer Republic and
the Contributing Governments in proportion to
their contributions to the ESF.

12, The Government of the Khmer Republic and
the Government of Japan shall consult with

¥
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each other in respect of any matter that may
arise from or in connection with the present
understandings,

I have further the honour to propose that,
if the foregoing understandings are accept-
able to the Government of Japan, the present
Note and Your Excellency's Note to that effect
shall be regarded as constituting an agreement
between the two Governments, which will enter
into force on the date of your reply and be
automatically terminated with the expiry of
the ESF,

I avail myself of this opportunity to renew
to Your Excellency the assurances of my
highest consideration,

(Signed) SON NGOC THANH
Minister of Foreign Affairs
of the Government of
the Khmer Republic

His Excellency Mr, Noboru SUGIURA
Ambassador of Japan

(Japanese Note)
Phnom-Penh, le 13 mai 1972,

Excellency,

I have the honour to acknowledge receipt of
Your Excellency's Note of today's date, which
reads as follows:
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"(Khmer Note)"

I have further the honour to confirm on
behalf of my Government that the foregoing
understandings are acceptable to the Govern-
ment of Japan and to agree that Your Excel-
lency's Note and this Note shall be regarded
as constituting an agreement between the two
Governments, which will enter into force on
the date of this reply and be automatically
terminated with the expiry of the ESF.

I have further the honour to inform Your
Excellency on behalf of my Government as
follows:

1, The Government of Japan has an intention
to contribute to the ESF, within the limit of
the amount equivalent to 5,000,000 U.S.
dollars in accordance with its budgetary
appropriation,

2, With reference to paragraph 8 of the fore-
going understandings, the amount of the
Counterpart or the ESF attributable to the
contribution by the Government of Japan should
be sterilized for the duration of the ESF,

I avail myself of this opportunity to renew
to Your Excellency the assurances of my
highest consideration,

(Signed) Noboru SUGIURA

Ambassador of Japan

His Excellency Mr, SON NGOC THANH
Minister of Foreign Affairs of
the Government of the Khmer Republic
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