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PERSONAL AND STRICTLY CONFIDENTIAL _

- 2k October 1956

Dear Dr. Fawzi, ‘ ,

You will remember that at the ehd of the privete.talks on Suez, trying to
‘sum up what I understood as being the seoSe of'the'discussion; I covered not only
the "requirements", later approved by the Securlty Council, but also in a summary
form arrangements that had been discussed as possible means of meeting those
requirements. However, time then proved insufflclent for a satisfactory
exploration of thoge arrangements.

Before you left New York I raised with you the question of time and place
for a resumption of the exploratory talks, in case the three Governments directly
concerned, would find that such further talks should be tried. As a follow up to
these observations to- which, so far, T have had no reactions either from you or
from Mr. Selwyn Lloyd or Mr. Pineau, I would, for my own sake, w1sh to put on paper
how I envisage the situatlon that would have to be studied at resumed exploratory
talks, if they were to come about. i

Agaln, what I do is not to put out any proposals of my own, nor to try to
formulate proposals made by you or any of the others. Just as I did at the end of
the private talks in New York, I jest wish, in my own words, to try and spell out
what are my conclusions from the - entirely non-committal - observations made in
the course of the private talks, intrapolating on some points in the light of my
interpretation of the sense of the talks where“they did not fuliy cOverlthe ground..
Whether you approve of my phrasing or not, I feel that 1t would be valuable to kncw
if, in your view, I have correctly interpreted the conclusions from the tentative
thinking which would provide the background for further exploretlons.

H.E. Mr. Mahmoud Fawzi
Minister for Foreign Affairs
Cairo, Egypt
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1. From the discussions I understood that the legal reaffirmation of all the
obligations under the Constantinople Convention should not present any difficulty;
this is a question of form, not of substance. I further understood that it would
not present any difficulties to widen the obligatiohs under the Convention to
cover the questions of maximum ¢f tolls (as at;present); malntenance and
development; reporting to the United Natioms. :

2. Nor should, if T understood the sense of the discussions correctly, the
questione of the Canal Code and the Regulatious present any difficulties of
substance, as I understood the situstion fq b2 that no revision of the Code or
the Regulatiops was envisaged which would lead to rules less adequate than the
‘present rules. I further understbod that revisions would be subject to
consultation. :

3. Nor, in my understanding, should the question of tolls and charges present
any difficulties, as, according %o what emerged in the discussions, the manner of
fixing tolls and charges would be subject to agreement, and as also‘the reservation
of a certain part of the dues for de#elopment purposes would be subject to

agreement.

L, Nor, in my understanding, should the principle of organized co-operation

between an Egyptian authority and the users give rise to any differences of views,
while, on the other hand, it obviously represents a field where the arrangements
to be made call for céreful exploration in order to make sure that they would meet
the three first requireients approved by the Security Council. The following points
' in the summing up of my understanding of the sense of the discussions refer to
this question of implementation of an organized co-operation:. ;
A.  The co-operation requires obviously an organ on the Egyptian side (the
Authority in charge of the operation of the Canal), and a representation of
the users, recognized by the Capal Authority (and the Egyptian Government)
and entitled to speak for the users.
B. Provisions should be made for joint meetings between the Auvthority and
the Repfesentation to all the extent necessary to effect the agreed
co-operation. A
C. Within £he framework of the co-operation, the Representation should be
entitled to raise all matters affecting the users' rights or interests, for

 discussion and consultation or by way of complaint. The Representation
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should, on the other hand, of course not, ir exercising its functions,
do this in such a way a8 to interfere with the administrative functions
of the operating organ.
D, The co-operation which wouldrdevelop on the basis of points A-C, would
not give satisfaction to the three first requirements approved by the
Securlty Council unless completed with arrangements for fact-finding,
reconciliation, recourse to appropriate juridical settlement of possible
disputes;and guarantees for execution of the results of reconciliation or
Juridical settlements of digputes., |
B lila) Factifinding can be provided for by direct access for the party
concerned to a checking of relevant facts, or by a standing (joint)
organ, with appropriate representation for both parties;
(b) A sfanding (joint) orgen might also be considered for reconciliation;
(¢) 1In case of unresolved differences, as to facts or other relevant
questions, not resolved by the arrangements so far meﬁtioned, recourse
should be possible - as the case may be - to a standing local organ for
arbitration, set up in accordance with common practices, or to whatever
other arbitration orgen found necessary in the light of a further study
| of the character of the conflicts that may arise, or to the International
Court of Justice (whose jurisdiction in this case of course should be
mandatory), or to the Securlty Councll (or whatever other organ of the
United Nations that may be established under the rules of the Charter);
(d) Concerning the implementation of findings by a United Nations organ,
normal rules should apply. In respect of the implgmeﬁtation of awards
made by é standing organ for arbitration, or by whatever other organ may
be established for similar purposes, the parties should undertake to

recognize the awards as binding, when rendered, and undertake to carry

them out in good faith. In case of a complaint because of alleged
non-compliance with an award; the same arbitration organ which gave the
award, should register the fact of non-compliance. Such a "constatation"
would give the complaining party access to all normal forms of redress,
but also the right to certain steps in self-protection, thé possible scope
of which should be subject to an agreement in principle; both sideé, thué,
in case of a "conmstatation", should be entitled to certain limited "police

action", even without recourse to further Juridical procedures.
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2. It was, finally, my understanding that the question covered by the requirement

in point 6 of the Security Council resolution, would not give rise to special
difficulties, as the subject seems fairly well covered by the formulation of the

principle itgelf.

Whethér or not a set of arrangements will meet the three first requirements
approved by the Security Council, will, according\to my understanding cf the
situation, depend on the reply to the questions under point b above,"That is
true not only with an arrangement starting from the assumption of operation of the .
Canal by an Egyptien authority, but also on the assumption that the operation of
the Canal (in the narrow sengse of the word) is organized in another way. bdy
have rightly interpreted the sense of the discussions es concerns specificélly the
questions of verification, recourse and enforcement (point L4,E), and if,
thus, no objection in principle is made a priorl against arrangements as set down
above, I would, from a legal and technical point of wview - without raising here
the political considerations whichicome‘into_play - consider the framework
sufficiently wide to make a further exploratiocn of a possible basis for
negotiations along the lines indicated worth trying.

I am sure you appreciate that whatever clarification you may give of your
reaction to this interpretation of mine of the possibilities, would be helpful for
me in contacts with the other parties - of the reactions of which I likewise need
& more complete picture - and might smooth the way to progress beyond the point
reached in the private talks.

(Signed) Yours sincerely,

DAG HAMMARSKJOLD
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ORIGINAL: ENGLISH

EXCHANGE OF CORRESPONDENCE BRTWEEN THE SECRETARY-GENERAL AND THE MINISTER
FCR FOREIGN AFFAIRS OF EGYFT (CONCERNING THE SUEZ CANAL)

NOTE:

The Secretary-General refers to the question entitled: "Situation created
by the Unilateral Action of the Igyptian Go#ernment in Bringing to an End the
System of International Operation of the Suez Canal, which was confirmed and :
completed by the Suez Canal Convention of 1888", pending before the Security Council.
At the end of the deliberations of the_Council, on 13 October 1956, it was
Indicated that the Secretary-General might continue his good offices.

In the week following the consilderation of the question in the Council and
until the departure of Dr. Fawzi, Foreign Minister of Egypt, on 19 October, the
Secretary-General had several discussions with him in order further to explore
and clarify existing possibilities to find a solution to the Suez problem, meeting
the requirements approved by the Security Council. Laﬁer, on 24 October, the
Secretary-General sent a letter to the Foreign Minister of Egypt in which he
tried to set out hls conclusions from the observations made in the series of
private talks which had taken place up to 19 October. He informed the Foreign
Ministers of France and Great Britain of this move.

The Secretary-General has now received a reply from the Foreign Minister
of Egypt to his letter of 24 October. As this reply, together with the letter
from the Secretary-General, seem to him to represent a significant further
development in the consideration of the matter as initiated by the Security Council,
he has considered 1t his duty to circulate the two letters to the Members of the
Security Council.




By dear v, Fawsl,

8y letter of 2k October 3.95& I took wp with you the question of
the Iresework withip which a sst of srrangesents eoncerning the Sues
Gunal misht be negotiated on the busis of the discusaiors of the natter
between you and the Foreign Fimisters of Frunce and the United Kiagdom
at United Nations Hesdguartera, end the ensulng Seeurity Council setion.
1 reesived youwr reply, 2 November. Our mﬁmag« of lct.urs was Wﬁd :
S ﬂamﬁyﬁamiléamu s , , JE

: mwsawrnwwwm&whﬂarm&mwwaﬁwﬂa A
 matber and, in a rop-comudtal way, exchanged views concerning the possible
- tdse and form for a further ptudy of the questions arising. It was my

hope thei, after the completion of the iglo/French withdrawal and mow
thut we have got the clearing operstion in the Suez Canal well unmder way,
we ahould be able to comcentrate on the probles of how best to reach a
settlement of the juestions comeerning the 3Sues Canal. On your side,
you have sssured me Lhat youwr Govermsent is resdy te mgausm such a
m&lmt. havins mga'é for mm pzwwzy made.

Immafm@':i&mmm&ms@rﬂuﬁm% ;
-;mmwmmamwam@mmmmaagmrm,
. I have also noted yow willinmgness, in sppropriste form, to re-alfirm

 the fonvention, and to mike possible changes of tolls and charges frem
- their previous level subject %0 sgreemert. However, even with this stand
 of the Fgyptisn Jovercment many important questiops ave left wwresclved
~ 4n which the users all over bthe world, with which Bgypt will have o e~ =
~ operate, btake & keen lpterest, and which WM wmm éhmﬂam e
'mmnmmww ’ gids pl R

e 1%0%@%%:&&%&&&% twtiiatym
any orgsnisstion of users with whieh the Goverrment 4s in o position %o
take up pegotiations. It is, amwi,mﬁmxxwmmwmm»
tiamm&snofﬁnvi»&uwdﬁaw%ﬂﬁhewmm%q ety
- problems and on such other wuestions a2 in the couwrse of the further sx~
plorstion ney energe, xaamr:ﬂnam“almnwmnmm
ﬁfﬂmmy can be found taxmgh 8 dninm éf m mrﬂ wlr. Bor

Bis Bxeellency

'w.mwrm " ,
-;,Mn&rmﬁfniﬂatw ; e
--mnmmmrmummasm

- 900 Park Avepue ,

m !ﬁ!‘k “t:’ I‘:- 2
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do I balieve that, im the abserce of up expreseion of the wishes of Lhe
users, things csn be left as they ars, Of course; I do not verture %o
speak for Ezyeb, but I have the lepression thet it 1s recognised by
your Government thet it is jJust sa wuch im Lhe imterest of Zgypt =6 in :
 the interest of the world community thet s basis be lald for the future
operation of the Cmmel, which takes into account the lsgitisate intorest
of the wsors and provides for corstructive co-operstion with thes. Under
these eireamstances it seeus Lo me epsentisl thet the difficulties Just
indieated showld be resclved so thet the unsstisfactory state of affairs,

 which otherwise would prevall, e be overcesw.

~ © Having regard for resclutions of the Qemeral Apgenbly snd in line

with the action of the Seeurity Coumell, I consider the Seerstary-Genersl
entitled to take sugh initiatives ss be may find necesswry in ovder o promote
the setilemest of the Sues C(ansl question. For that parpose I am willing to
tuke up formsl discussions with representelives of your Govermkent. 1 sy
likewise, willing to establish sinilar contaels with Covernmenls represen-

© ting the main wers' interesis so as Lo kelp Sowards & comsidered expression
of the wsers' viewpedmbs. If, so far, I huve mot taken such forwal initistives,
4t is beeawse I have felt thel zore informsl exchanges of vwiews still repre~ -
sented the sost frultful approsch. i el ,

" Newswvgr, the tine now seems to me to bs rips for a change from inforsal
 eomtacts to an agreed spd formsl spproseh, which wuld provide you with a
glear pieturs of whet is considercd pecessary by the ueers, ond which would
give the wsers & clesr pleture of whet is eppsidersd possible by yous This

glarification belng imtarded tc serve as & basie for an sgreed ssiblemsst,

© 4t is obvious thst the stends bakes msy Se subject to modificsbions or
eletorstions in the esurse of such direct negotistions s should be orgenised

In the Light of what I Buve seid, I vould ssk you to advise ne ree

. garding the attitude of the igyptisn Govermsent smi to ell me how, im

. your view, we best esn overeoue the difficultiss indicsied slove. 1 wuld
. spprseiste vt _,wgg/am&yw'wqmwmwﬁ&ms_w&mﬁnhtg” ’

now t take up formsl diseussions with we, and what are your sugcestions
copgerning the manner inm which I ean sost wselully bring ieo an eapression,

the views of Lhe users. : e Ry £ e -

S Immrmwamqﬂymhuxmwmwwm
e:WMMW* pom RPNl e R e f




Dear Mahmoud,

. [Enclosed please find, in draft form, a message to President
Hasaer, Ihlnbomtnmingmmqyundthobntwvto
bring to his attention my very strong convictions as to the un-
fortunate aspects of any linking of the Canal issues to the with-
‘drawal problem.

mth.qunor.mummmzmmucmu~

lines for your personal and friendly ocnsideraticn. If I send them
mmcfquunmnumundmmum
wise coungsel.

| mammmognummzmmmtwnmw
moraning. . * ; _ : ‘
If the text happens to be all Tight with you, you can regard it
uumuuummuuummmumwm.r
contact with me, ;

With kind regards.




DRAFT = , ‘ 26 January 1957

Message to President Nasser.

You will by now have received the report of my presemtation of the
views I hold on the present situastion in the Midile East, !entdllmtcw
insistence on the withdrawal of Israel troops behind the armistice demarcation
Mtuammﬁdﬁfwmw&mgau,buhmﬁnalwm'mtl
ful&ntthrnmbomutmtomcmﬂtimuﬂthfmm
erisis, although the change, of Gourse, should be in spite of and not because
of Israelsmilitary action, ‘

Iuinhhmdnuawrdwmpmmn;mmngt&nmm
the development which we have now reached, I do that in the interest of
ptminthewmaimmtmvimlmmmtmhmhhm
also with Egypt's national interests.

'IaApﬂlhntwumatMm%hﬂMnnmdimﬁonx
wiukwnig:thumnm&thantthutmuefawintotskaohm
Mﬁs&nmemmuﬂuatmummm. ‘

- Thoﬂntpmbl«atw«mtuhwhammmommef
Israel's military action. I am sure that that will be brought about if the
issue is not confused by other matters being brought into the discussion
,.iuthimgw.mtztmwinmﬁtb'hi@hmunmﬂm
related to the Sues Canal may come under consideration in a form which would
mm-mwnmmwmmm ' :

A feeling that Egypt might try to use ite possibilities to intervene
| with the positive development on the Canal side might be enough. I am sure that
such interference, if it were to materialize, might prove decisive. Simx
Steps which the world would resent as against universal interest, or in other
mmjut&ﬁud, nmgmwmmsum;wwm,mu
'hennoulmumwndammnwuwmoffarhtommxsml
withdrawal in line with the request of the United Nations, The effect would be
mmummmamcmatmnmwmmmmammum
with the General Assembly resolution concerning withdrawal. Smooth progress
mmm«muwmmww, jwtnmuuatkmt.mthnﬂm
hm,vinupudupmdﬂolepmt mrmmmﬁmwﬂamnhm
respects has engaged itself, while the same urd, if played in a negative sense,
wanld unavoidably have the opposite effect. : :
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I mention this because of certain reactions vhich I have recently
 received.
I have already addressed you on the question of the agreement which
. would provide the legal basis for the UNEF, The delay in reaching a result
has already been too great, We should now get the matter out of the way. It
must not be pemmitted to give rise to any suspieion that Egypt keeps back
for reasons wholly extraneous to this regularisation of our co-operatien
with Egypt. I hope, therefore, thal we will receive your approval te the
UNEF agreement one of these days, and that the signing will not be linked
to extraneous considerations m@ux‘y to the major interest whiech I believe
we oék share,

I have also been worried by various expressions indicating a m}w
mumwﬂ@tmwtmuwwowmmomwm
United Nations to strengthen its efforts in favour of withdrewal., Such an

 interference would have only negative consequences with reference to the

aim which naturally now is first in yowr mind,

What I have said applies very much also to the guestion of the timing
of the talks regarding bhe—epmziieef the Canal, When I, myself, feel as
convinced as I do about the wisdom of detaching this guestion from the
problems of withdrawal, you may well understand that my concern, although A
W,a!oew, nmﬂmawmmmmcthsum.
is likewise inspired by my conviction that this delay does anything but serve
a useful purpose in the wider context to which you may wish to link it. It
is certainly true, as I have said, that the effect would be one of delay of
the solution of the withdrawal isswe, and not one of speeding it up.

Finally, I am disturbed by the plans concerning the manner in which
tolls and charges should be paid. Although I may see the formal merits of

~ your case, I fear the consequences of the clash which would develop, unless
some bridge was built between conflicting attitudes befere they come out
in the open. I do not suggest that you give up any basic right that you may
have, only that you establish such formulae as would make it possible far
us to get around this corner without an open conflict with the users in which
undoubtedly Egypt, in general imtermational opinion, would logee more than
it could possibly gain in a more narrow nmational context.




&% é

I am sure that you will understand why I address you in this un-
diplomatic way, and I am likewise sure that your Foreign Minister has in-
formed you about my reactions. But I do feel th&‘tv the fruitful co-operation
establkshed on major and delicate issues entitled me to a.édmannﬁth
this frankness, expressing views based on my very thorough knowledge of
the general reactions prevalling. I would not have taken this step had it
not been for my conviction that a positive and co~operative attitude on the
Canal issues by Egypt is the best way in which Egypt can contribute to what
I wderstand, in your view, is the major immediate objective, just as it is
 a guiding interest of the majority of Members of the United Nations.

: I can assure you that, as my last report must have shown, you will
always find in me & representative of policies which are based exclusively
on right and on the comon interest of Member nations in constructive '
developments towards peace. We may have a chance to re-open the door which
was closed last year, arriving finally st a state of affairs where Egypt
could devote its main interest to the crucial proklems facing the mation
within its own boundaries, I count on you in our efforts to assist in such
& positive development. In that 1light I feel sure that you see the correctness
of my view as to how the Canal prBblems come into the present pictm)ad.ﬁh
negative, delaying steps having only negative and delaying effects, while
positive steps, speeding up solutions, will speed up the solution also of
problems created by Israel's military action and the resulting crisis.




Mm-.!’mi,
Immluinghm&awwefmm'xmﬁzﬁkum
_}~ywﬁ&uuwmme&¢h¢taf¥m,m,thomw
_mgdammum, ‘representing an "agreed position" af the four
: MWtkciﬁwﬂnm&mz&:M«htﬁqm&m
 should govern the operation of the Suez Cansl pending a final settle-
mnmu&mmmmmmrmau-m
~ tion of the Security Coumcil of October 13, 1956 and in light of the
‘;mmo:mmmmmmmmnmmam«
 October 24 and November 2, 1956. |
4 understand the m, which is sntmn "Points to h’
 Covered in Interim Arrangement Governing Operation of Sues Canal
mmmm*t to be intended to be just what this title
_mmmmzom;amngmummmamf
»mimhdiutmﬁﬂemlu&mafm%emwm
proceed.
| I would appweiam thc comnents of your Government on the W
ﬁmtmamm»mm&w.

 Dag Hammarskjold

»Bil%llmy, \

~ Dr., Mahmoud Fawzi,
25 rmmmmaarmuarw,
. Hew York, N.¥.




. The Governments of France, Horway, the Usited Eingdom of Oreat Britain
and Horthern Ireland and the United Stabes of America have consulted together
with a view to presenting to the Jecretary-General of the linited Nations,
a8 requested, an agreed position regarding interim arrangesents which they :
consider should govern the operatica of the Sues Camal pending a final settle-
part in accordsmoe with the six requirements set forth in the resolubicn
of the Security Council of October 13, 1956 and in light of the letters of
. the Secretary-Usneral snd the Foreign Minlster of Lgypt of October 24 and
November 2, 1956, This positien is set forth in the enclosure to this side~
memoire. :

The four Govermments desire, in adiition, to infuers the Secretary-
General of their view that the cuestion of repaytiemt of advances Tor elearing
the Canal should net be dealt with in the agreemerd for an inberim arrmngenent,
put should be considered in the negetlations for a finul Canal settlement.

The fouy Governments would appreciate it Lf the Seeretary-lenersl
would initiate discussions with the Covermment of Egypt looking toward the prospt
mmaummwmmmmummamumm
umm:-.xammmnasmmnuwemmxm&o
Egyrtlan Government should sdvance sugestions for material chmmges, it 1s
the understanding of the four Governmests that the Secretary-Uencral would
cossunieste sueh suggestions to thes for consideralion.

Enclosmyet = 77
Peointe to be Covered in Interim
Arrangesent Governing Operation

of Sues Cansl Pending Final
Settlement :

‘mew.mzmmhwmm :
o the Eleventh General Assenbly of the United Nations,
New York, Pebrusry 19, 1957.




1. Egypt would designate the IBED or the UN as agent o receive, held,
snd dlspose of all Cansl tolls under an agreewent, the purpose of which
15 to protect the irderests of Egypt and the users snd to facilitats the
oporation of the Canal, as described below, The identity of the ageat
'mmamwumw

2. mwmwummwwmtmmmam
Canal sccovat on terms providing that the sgent should pay over to Egypt
jimmediately one half of these tolls for operating costs, and that the
remalnder would be held by the agent in the Sues Casal seecunt, to be
disbursed at a later date in conforsdty with the provisions of a final
Sues Canal setitlemsnt in accordance wiih the six prineiples appreved

by the Security Council on Ostober 13, 1956 and in light of the exchange
of letters between the SY0 ard Forelgn ¥inister Fawsl dated October 24
and Novedber 2, 1956.

3. The agressent would provide that opuraticn of the Caml, pending
aﬂmmum.mmummmgamm-mmw
by the 50 on Getober 13, 1956 and the obligations of the Constantinople




9 March 1957

Dear Dr. Fawszi,

As you will know, both my mandate and the financial resources
made available to me in connection with the canal clearance opera-
tion are limited to re-establishing reasonable conditions for the
resumption of traffic without reference, of course, to the con-
tinuing long-term operational problems. There are two matters, the
one concerning dredging and the other concerning floating equipment
needs to which I should like to draw your special attention,

General Wheeler has reported that there has been no major
accumulation of siltage in the Canal since the cessation of traffic
and that removal of such siltage as has occurred can be regarded as
of a normal maintenance character. He recommended, however, as a
measure of assistance to the Canal Authority, that I should authorize
a United Nations contribution of $500,000 toward the cost of main-
tenance dredging upon the re-establishment of traffic, which sum he
advises will cover a very substantial part of the cost of removal of
the difference between the siltage reflected in the September 1956
hydrographic survey as compared with the current hydrographic survey.
However, he has now telegraphed me to the effect that Colonel Younis
has advised him that nomal traffic may not be resumed in the Canal
until the United Nations accepts responsibility not only for first
normal maintenance dredging but also for the rehabilitation or pur-
chase of dredgers to replace the dredging capacity lost to the
Authority. Younis has also advised ‘vlhoefar that the Authority will
not be willing to advertise for competitive bids for the necessary
mai ntenance dredging until the present "inadequate United Nations
offer was more acceptable", It is not of course possible for me to
engage in the replacement or rehabilitation of sunken dredgers nor
can I, within the limits of funds made available to me, commit the
United Nations to long-term dredging operations in a situation in
which current conditions will permit the transit of 90 % or better
of normal traffic., On the other hend, I think that you will have
no disagreement with me when I point out the essential need for the
placing of dredging contracts simultaneously with the resumption of
traffic if the shipping channel is to be maintained in a condition
safe and adequate to transit requirements. We shall obviously reach
an impasse if the Canal Authority's position continues to be sustained.
Permaps you will use your good offices to remove the obvious misunder-

His Excellency el
Dr. Mahmoud Fawzi

Minister for Foreign Affairs of Egypt

Permnent Mission of Egypt to the United Nations

900 Park Avenue

New York 21, New York
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standing whieh has arisen concerning the United Nations wan-
date so that the objectives which we both seek will not be

Jeopardized.

The second concern is the interim provision of some floats
ing equipment for operating traffic in the Canal pending later
rehabilitation of some of the sunken coraft or their acquisition
by replacement where necessary.

1 have, as you know, no mandate to meet this neod, nor can
I -finance the requirements. lowever, I fully appreciate the
negessity of assuring that the minimum assistance required by
the Canal Authority to commence its transit operaticns should be
provided. I have acoordingly given instructions that two float-
ing tugs and two harbour tugs requested by Younie should be pro-
vided, if suitable eraft can be found, by means of hire or, if
this is not possible, by purchase. You will recognigze that the
transaction in elther case cannot be regarded as a charge against
United Nations funds and will be reimbursable to the United
Nations in due course by the Uovernment of Egypt. Apart from the
above, I have taken the responsibility for assisting in the ro-
vielon of certain replacement parts for tugs to the estimated
extent of $500,000 as a charge against United Nations loan funds
and em currently ascertaining also whether the cost of replace-
ment parts for a floating crene and floating dock used by the
Port Said workshops are of a magnitude and nature whish would

permit of their absorption in the rescurces available to me for
the first essentlal rehabilitation of the workshops.

Yours sincerely,

Dag Hamnarskjold
Secretary-General




' Du.r Hahmud,
I appreaiato your giving ms th- Egyptian draft or a deolarat.ton
on prineiples that bha ngptian %vcmmt :Lntenda ta apply in t.lac
opamuon of tha S\ma Canal, e .
. 5 o have noted that rron ymn' Gavomat': pos.nt of vim it. mu]d
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ANNEX IT

EGYPTIAN MISSION TO THE UNITED NATIONS

New Yérk, November 2nd 1956

STRICTLY CONFIDENTIAL

Excellency,

have

H, E.

I have the honour t0 tranemit to you the following communication which I
Just received from Dr, Mahmoud Fawzi ‘

"Dear Mr. Hammarskjold,

I have the honour to refer teo your letter of the 25th October 1956.
You will recall that on the 2Gth of Cctober, I informed you through the
Permanent Representative of Egypt Ambassador Omar Loutfi, that it was
under careful consideration and that I shall convey to you the result as
soon as possible. 7

I em now dolng this; and am pleased to be able to tell Jou that,
with the exception of the latter part of "d" of sub-paragraph "E"
of paragraph 4, we share with you the view that the framework you have
outlined in your letter is sufficiently wide to make a further exploratlon
for a possible basis for negotiations along the lines indicated in it is
worth trying.

Mahmoud Fawzi"

Please accept, Your Excellency, the assurances of my highest consideration.

(Signed) Omar Loutfi
Permanent Representative of Egypt to the
United Natious

Mr. Dag Hammarskjold,

Secretary General of the United Nations




MINISTERE
DES
AFFAIRES ETRANGERES

CABINET DU MINISTRE

.LVU

26th. M&rCh, 19570

Personal and Confidential

Dear Dag,

Referring to the memorandum of the Egyptian Government
t0 other Governments and to you on the 18th of larch imstant
relating to the Suez Canal, and in continuance of the
conversations we had the pleasure of having with you in Cairo
during the last few days, I take leave to enclose herewith a
draft of the second memorandum which, as indicated in the
first one, the Government of Egypt intends to issue soon in
this respect. :

Although I am sending you this draft informally and
confidentially, I wish to suggest that 1% be, if you so desire,
added to the substance and the deductions derived from your
conversations here, so that you might use it to the best
possible advantage and discuss it, at your discretion, with
anybody you choose to take it up with. We are, for our part,
in a spirit of international cooperation, going instantly to
consult with several capitals regarding this memorandum which
tekes into serious comsideration all the valid views expressed
and is inspired by Egypt's firm determination to meet the
rapidly increasing needs of international trade and the requirements
of modern navigation.

I am confident that you are fully aware of the keen
desire of Egypt to restore the Suez Canal to its age-honoured
and ever growing position of service to the nations of the world
and as a valuable link of goodwill and of peace.




MINISTERE
DES
AFFAIRES ETRANGERES

CABINET DU MINISTRE

No.

It has been a source of real happiness to‘all,of us

in Cairo to welcome you once more to our shores and watch

&ou glve further expressions to your untiring and selfless
devotion to the United Nations; and if, at times, we seemed
to differ with you in our respective approach to ome problem
or the other, or if our frankness occasionally seemed rather
blunt, all: of this but added to the robustness and usefulness

of our talks .

Wishing you well and a pleasant voyage .

Cordially

Lhof oot




EGYPTIAN MISSION
TONTEHE "UNITED “NATR ONS

NEw York, March 18, 1957

Memo randum

Since the day Egypt took over the operation
of the Suez Canal she re-affirmed her determination to
abide by her policy of respecting the 1888 Constantinople
Convention, and has proved herself thoroughly able to
manage the navigation in the Canal in spite of the great
obstacles which were put before her until the aggression
against her caused the closing of the Canal. On the
occassion of the resumption of the navigation in the Suez

canal the Covernment of Egypt declares the following:

1. That Egypt is still determined to respect

in letter and in spirit the Constantinople Convention
concluded in 1888.

2. The system of levylng of Canal tolls will
remain as it used to be according to the last agreement
concluded between the Egyptian Goverrment and the Nationallzed
Suez Canal Company.

3. The question of compensation and claims
resulting from nationalization would be settled by elther

direct agreement or by arbitration.




EGYPTIAN MISSION
SEOE A ESEINGT ED =N Al ©IN:S

NEW York, March 1485 1957

L. Canal tolls are to be paid in advance to
the Suez Canal Authority either in Egypt or to its nominees.
5. The Authority of the Suez Canal shall create
a special fund for the improvement programmes or any other
programmes destinated to meet the increase of traffic in

the Canal, the said fund to be fed by allotting to it a

certain proportion of the tolls, which shall not be less

than the average proportion allotted by the former Suez
Canal Company to such programmes.

6. The Government of Egypt will issue another
detailed statement covering the above-mentioned principle.

This determination of the Government of Egypt
proves that notwithstanding the great sacrifices which
Tgypt sustained as a result of the aggression against her,
she is still loyal to the purpose of coopefation with the
world community of nations so as to make her contribution
to the realization of humanity's hopes for peace and prosperity.
The Government of Egypt wishes the Canal to be once again
a link of prosperity and peace between all the peoplés of
the world.




e The Government of Egypt are pleased to announce that
the Suez Canal will be open for normal traffic by mid-April,
and will thus once again serve as a link between the nations
of the world in the cause of peace and prosperity.

2% The Government of Egypt acknowledge with appreciation
and gratitude the efforts of the states and peoples of the
world who contributed to the restoration of the Canal for
normal traffic and of the United Nations whose exertions
enabled the clearance of the Canal to be accomplished
peacefully and in 2 short time.

Sis - In elaboration of the principles set out in their
memorandum dated the 18th of March 1957, the Government of
Lgypt, hereby, make the following declaration on the problems
connected with the Suez Canal and the arrangements for its
cperation.

1

. - Re~affirmation of convention.

It remains the unaltered policy and firm purpose of
the Government of Egypt to respect the terms and the spirit
of the Constantinople Convention of 1888 and the rights and
obligations arising therefrom,

D.la Observance of the Convention and of the Charter of
the United Nations.

While re-—affirming their determination to respect the
terms and the spirit of the Qonstantinople Convention of 1888,
and to abide by the Charter and the pripciples and purposes of
the United Nations, the Government of Egypt are confident that
the other signatories of the said convention and all others
concerned will be guided by the same resolve.

o-;./owo
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Disputes, dlsagreements or differences arlsing,out
o£ the Convention,

(a) Disputes or disagreements arising between the
perties to the Constantinople Convention of 1888 =nd
in respect of 1t shall be settled in accordance with
the Charter of the United Nations.

(b) Differences arising between the parties to the
said Convention in respect of the interpretation of
1ts provisions,; if not etherwise resolved, will be
referred to the International Court of Justice under
Article 36 of its Statute or, by agreement, té an
appropriate organ of the United Nations.

Freedom of navigation, tolls and develoment of the
Ganal .

The Government of Egypt are more particularly

letermined
(a) To afford =2nd maintain free and unlnterrupted
navigation for all nations in accordance with the
Constantinople Convention of 1888,
(b) That tolls shall continue to be levied in acoordanq?
with the last agreement concluded on the 28th of April
1936, between the Government of Egypt and the Suez
Canal Maritime Companys; and that any increase in the
current rate of tolls within any 12 months, if they
teke place, shall be limited to 1 per cent, and any
increase beyond that level to be the result of negocia~
tions, and
(¢) That the Canal is maintained and developped in
accordance with the progressive requirements of modern
navigation and that such maintenance and development
shall include the 8th and 9th programs of the Suez
Canal Maritime Company, with such improvements to them
as are considered necessary.

Se b
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Operation and management .

The Canal will be operated and managed by the autonemous
suez Canal Authority established by the Government of Egypt
on. the 26th of July, 1956, The Government of Egypt is
looking forward with confidence to continued cooperation with
the Nations of the world in advancing the usefulness of the
Canal.

9 . Financial Arrangements.

(a) Tolls shall be payable in advance to the account
of the Suez Canal Authority at any bank as may be
authorised by it. In pursuance of this, the Suez Canal
Authority has authorised the National Bank of Egypt and
the Bank of International Settlement to accept on its
behalf payment of the Canal tolls.
(b) The Suez Canal Authority shall pay to the Government
of Egypt 5 per cent of all the gross receipts as royalty.
(c) The Government of Egypt have decided to establish
a Suez Canal Capital and Development Fund intoc which
 shall be paid 25 per cent of all gross receipts. This
Fund will assure that there shall be available to the
Government of Egypt adequate resources to meet the needs
of develoment and capital expenditure for the fulfilment
of the responsabilities they have assumed and are fylly
determined to discharge.

Canal Code.

The regulations governing the Canal, including the details
of its operation, are embodied in the Canal Code which is the
law of the Canal.

Tlege Discrimination and complaints arising out of the Canal
Code + .

(2) In pursuance of the principles laid down in the




A

Constantinople Convention of 1888, the Suez Canal , -°
Authority, by the terms of its Statute, can in ne case
grant any vessel, company or other party any advantage
or favour not accorded to other vessels, companies or
parties on the same conditions.

(b) Complaints of discrimination or violation of the
Canal Code shall be sought to be resolved By the
complaining parfy by reference to the Suez Canal Authority.
In the event of such a reference, the matter may be
referred to an arbitration Tribunal composed of one
nominee of the complaining party, one of the Authority
and a third to be chosen by both. In case of disagreement
such third member will be chosen by the President of

the International Court of Justice.

(¢) The decisions of the Arbitration Tribunal shall be
binding upon the parties when they are rendered and

these must be carried out in good falth.

(d) The Govermment of Bgypt will study the appropriate
further arrangments that could be made for fact-finding .
consultation and arbitration on nctters not otherwise
covered in the present paragraph.

koo Compensation and Claims.,

The question of compensation and claims in connection
with the nationalisation of the Suez Canal Maritime Company shall,
unless agreed between the parties concerned, be referred to
arbitration in accordance with the established international
practice,

The Government of Egypt make this declaration as an
expression of their desire and determination to enable the Suez
Canal to be an efficient and adequate waterway linking the nations:
of the world and serving the causes of peace and prosperity.

They do so in full confidence that it will meet with the goodwill

enefses
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wnd cooperation of the nations of the world.

This declaration, with the obligations therein,
constitutes an internationsl instrument and will be deposited
snd registered with the Secretariat of the United Nations.

R i s et s




