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No. 3819. EXCHANGE OF NOTES CONSTITUTING AN
AGREEMENT’ BETWEEN THE GOVERNMENT OF THE
UNITED KINGDOM OF GREAT BRITAIN AND NORTH-
ERN IRELAND AND THE GOVERNMENT OF IN-
DONESIA RELATING TO ARRANGEMENTS FOR THE
EXPORT OF COTTON YARN AND/OR TEXTILES FROM
THE UNITED KINGDOM TO INDONESIA AND THE
ACCEPTANCE IN THE UNITED KINGDOM OF RAW
COTTON. DJAKARTA, 2 JULY 1956

I

Her Majesty’sChargé d’Affairesad interim at Djakarta to the Secretary-General
of the IndonesianMinistry of Foreign Affairs

BRITISH EMBASSY

Djakarta, July 2, 1956
Sir,

I havethe honour to refer to discussionswhich have taken place between
representativesof the Governmentof the United Kingdom of Great Britain
andNorthernIrelandandthe Governmentof the Republicof Indonesiarelating
to arrangementsfor the export of cotton yarn and/ortextiles from the United
Kingdom to the Republic of Indonesiaand for the acceptancein the United
Kingdom of raw cottonsubjectto theissuingby the Governmentof the United
Statesof Americato the Governmentof the Republicof Indonesiaof a purchase
authorisationfor suchraw cottonpursuantto Title I of the United StatesAgri-
cultural TradeDevelopmentand AssistanceAct of 1954.

2. Certain understandingsreachedduring those discussionsare set out
in the Memorandumwhich is annexedto thisletter.

3. I now havethe honourto inform you that the understandingsset out
in thatMemorandumareacceptableto the Governmentof the UnitedKingdom
of Great Britain andNorthern Ireland, and to proposethat, if they are also
acceptableto the Governmentof the Republicof Indonesia,thepresentletterand
Memorandumannexedthereto,togetherwith your reply in thatsense,shouldbe
regardedas constitutingan Agreementbetweenthe two Governmentsin this~
matterwhich shallenterinto forceon thisday’sdate.

Pleaseaccept,&c.
• R. M. S~ai~.
Cameinto forceon 2 July 1956 by theexchangeof thesaidnotes.
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MEMORANDUM OF UNDERSTANDING BETWEEN THE GOVERNMENT
OF THE REPUBLICOF INDONESIA AND THE GOVERNMENT OF THE
UNITED KINGDOM FOR THE SUPPLY OF COTTON TEXTILES TO
INDONESIA AGAINST RAW COTTON TO BE OBTAINED BY THE
UNITED KINGDOM FROMTHE UNITED STATESOFAMERICA UNDER
THE UNITED STATESP.L.480 PROGRAMME

The Governmentof the United Kingdom of Great Britain and NorthernIreland
(hereinafterreferredto as “TheGovernmentof theUnited Kingdom”) andtheGovern-
ment of the Republicof Indonesia(hereinafterreferred to as “The Governmentof
Indonesia”)desiringto makearrangementsfor the exportof cotton yarnand/ortextiles
of thevalueof U.S. dollars3 million from the United Kingdom to Indonesiaand for the
acceptancein the United Kingdom of raw cotton of equivalentvalue in anticipation
of andsubjectto theGovernmentof theUnitedStatesof Americaissuingto theGovern-
mentof Indonesiaapurchaseauthorisation(hereinaftercalled “PA”) for suchraw cotton
pursuantto Title I, United StatesPublic Law 480, 83rd Congress,have reachedan
understandingas follows:

1.—Governmentof the United Kingdom

A. Will arrangetheexportof cottonyarn (includingsewingthread)and/or textiles
of United Kingdom manufactureof the total valueof U.S. dollars3 million, of which
U.S. dollars 2 million shall be cotton piece-goodsand U.S. dollars 1 million cotton
yarn. This undertakingshall be conditional upon the conclusionof satisfactorycom-
mercialcontractsbetweenexportersin theUnited Kingdom andimportersin Indonesia
of a total value of up to U.S. dollars 3 million.

B. Will arrangefor theacceptanceof raw cottonmadeavailableto theGovernment
of Indonesiaby the United StatesunderP.L. 480 in full paymentfor theyarn and/or
textiles exportedto Indonesia.

C. Will arrangefor the acceptanceof delivery of the raw cotton under thePA
within eight months after the dateof the issueof the PA or such extendedperiod as
maybe agreed(seeparagraphII F below).

D. Will not import raw cotton unlesslettersof credit for yarn and/or textiles of
equivalentvalue havebeenopened,andwill inform the Governmentof Indonesiafrom
time to time of the credits openedfor raw cottonand of the shipmentof yarn and/or
textiles.

E. Will arrangethat the raw cotton shall be importedunderthe applicableregu-
lations of the United StatesDepartmentof Agriculture.

F. Recognisesthat the raw cotton imported from the United Statesunder this
programmewill be in addition to cottonthat would otherwisebe imported from the
UnitedStatesand countriesfriendly to theUnited Statesandthat it will not result in
increasedavailability of cottonyarn and/ortextilesto countriesunfriendly to theUnited
Statesof America.
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G. Accept that claims in respectof deficiency in quantity or quality of the yarn
and/ortextiles shall besettledby negotiationbetweenexportersin theUnitedKingdom
andimportersin Indonesiain accordancewith thenormalcommercialpractice,andthat
any deficiencyin quality or quantity will be madegood by additional suppliesof yarn
and/ortextiles or, failing that, by reimbursementin United Statesdollars in favour of
the Governmentof Indonesia.

H. Will arrangethat all yarnand/ortextilesto be exportedto Indonesiaunderthe
termsof this Memorandumshall be shipedwithin six monthsafter the issueof thePA
for raw cotton.

J. If, after threemonthsfrom the date of issueof thePA for rawcotton,contracts
for the supplyof yarn and/ortextiles havenot beenconcludedbetweenimporters in
Indonesiaandexportersin the United Kingdomto a minimumof U.S. dollars 750,000,
acceptsthat theGovernmentof Indonesiamay, after informing theGovernmentof the
United Kingdom, be releasedfrom its undertakingunderparagraphII B below in
respectof the balanceof the total specifiedin that paragraph.

K. In the eventthat the Governmentof Indonesiais preparedto suspendits right
under the precedingparagraphfor an additional periodof onemonth, acceptsthat the
Governmentof Indonesiamay specifya furtherminimumvalueof contractswhich shall
be concludedwithin the additional onemonth.

11.—GovernmentofIndonesia

A. Will transferto the Governmentof the United Kingdomthe authority to sub-
authorisethePA for raw cotton immediatelythis is received.

B. Will arrangefor theimportof cottonyarnand/ortextilesto a totalvalueof U.S.
dollars 3 million andwill issuelicencesto eligible importersin Indonesiaup to this total.
All licencesshall be issuedwithin thirty daysof applicationby importerson the basis
of the rateof exchangeU.S. dollars 2 . 80 = LI = Indonesianrupiahs31 . 92.

C. Will ensure that importers in Indonesiamake payment for the yarn and/or
textilesby meansof lettersof creditin sterling issuedin favour of the UnitedKingdom
exporter,as provided for in the annexedProcedure,1and will inform the Government
of the United Kingdomfrom time to time of the openingof suchlettersof credit.

D. Will be solely responsiblefor thedepositto the accountof the Governmentof
the United Statesof the rupiah equivalent of United Statesdollar disbursementsas
required under the SurplusAgricultural CommoditiesAgreementbetweenIndonesia
and the United Statesand the PA.

‘Seep. 278 of this volume.
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E. Recognisesthat the yarnand/ortextilesimportedhereunderwill bein addition
to theyarnand/ortextilesthatwould otherwisebe importedfrom theUnitedStatesand
countriesfriendly to the United States.

F. In the eventthat fulfilment of the arrangmentin paragraphI C is preventedby
some occurrenceover which the Governmentof the United Kingdom hasno control
for example,a movementin world cotton pricesrenderingthe price of United States
cotton for export uncompetitive)will recommendto the Governmentof the United
Statesa reasonableextensionof thePA for the rawcotton.

III. A. ThisMemorandumshallbe submittedto the Governmentof the UnitedStates
on the understandingthatthe provisionshereofshall form a partof theapplicationof the
Governmentof Indonesiafor the PA.

B. The Governmentof the United Stateswill not be expectedto provide for final
shipmentof raw cotton of lesservalue than U.S. dollars 1,000. Any residualamount
below U.S. dollars 1,000 by which the valueof the raw cotton shipped,taking into
accountadjustmentrefundsmade,is lessthanthetotal valueof theyarnand/ortextiles
supplied,shall be settled through paymentby the Governmentof Indonesiato the
Governmentof the United Kingdom, or its nominee,in sterling.

C. Commercialcontractsfor the deliveryof the yarnand/ortextilesshall be made
on terms to be negotiatedbetweenexportersin the United Kingdomand importersin
Indonesia.

D. Theamiexed“Procedure” shall be regardedas part of this Memorandum.

ANNEX

Paocao~mE

A.—For Yarn and/or Textilesthat will be Importedby Indonesia

1. The Governmentof Indonesiawill issue import licencesfor the yarn and/or
textiles.

2. Importersin Indonesiawill place ordersfor the yarn and/or textileswith ex-
portersin the United Kingdomandwill opensterling lettersof credit in favour of the
exportersto coverthepurchaseson a costand freightbasiswithin two weeksafter con-
firmation of orders. Thesesterling lettersof credit, which will be irrevocable,will be
openedby theBank IndonesiaandadvisedthroughtheCharteredBankof India, Australia
andChina,Manchester(hereinafterreferredto as theCharteredBank).

3. Exportersin the United Kingdomwill ship the yarn and/ortextilesand draw
draftsagainstthe sterling lettersof credit.
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4. The CharteredBank will forward sterling drafts with shipping documents
coveringthe yarn and/or textiles to the Bank Indonesia,which will creditthesterling
proceedsto a sterling EscrowAccountkept in Djakarta in the nameof the Chartered
Bank, Manchester.

5. The Bank Indonesiawill collect the drafts drawnunder the sterling letters of
credit andwill depositthe amountsin the EscrowAccount in accordancewith the in-
structionsof the CharteredBank.

6. The sterling in the EscrowAccountwill be usedonly to credit later the special
United StatesAccountunderthe IndonesianP.L. 480 programme.

B.—For United StatesCotton that will be Importedby the United Kingdom

1. The United StatesDepartmentof Agriculture (CommodityCredit Corporation)
will issue lettersof commitmentto United Statesbanksin respectof the dollar letters
of credit to beopenedunderthePA in favour of United Statesshippersof cotton.

2. After the Governmentof Indonesiahas transferredthePA to the United King-
dom, the Governmentof the United Kingdomwill nominatefirms as its agentsto sub-
authoriseprocurementof the cotton underthePA.

3. Importersin the United Kingdom will place ordersfor the cotton and open
dollar letters of credit under the provisions of the letters of commitmentissuedby
USDA (CCC).

4. United Statesexporterswill ship the cotton and draw drafts underthe dollar
lettersof credit.

5. United Statesbankswill acceptdrafts and pay the United Statesexportersin
dollars.

6. UnitedStatesbankswill drawdollar draftson USDA (CCC) andcollect dollars
andwill forward title documentsto the CharteredBank.

7. The CharteredBank will requestthe Bank Indonesiato transferan equivalent
amountof sterlingfrom the sterlingEscrowAccountin theBank Indonesiato thespecial
United StatesAccountin Djakarta.

8. The Bank Indonesia:

(i) will debit the sterlingEscrowAccountof the CharteredBank in amountsequivalent
to the dollar draftsat the rate of exchangespecifiedin paragraphII B of the Mem-
orandum;

(ii) will credit the specialUnited StatesAccountwith equivalentamountsof rupiahs.
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II

The Secretary-Generalof the Indonesian Ministry of Foreign Affairs
to Her Majesty’sChargéd’Affairs ad interim at Djakarta

KEMENTERIAN LUAR NEGERI
1

REPUBLIK INDONESIA

Djakarta, July 2, 1956

Sir,

I have the honour to acknowledgethe receipt of your Note of to-day’s
dateenclosinga copy of a Memorandumin which are setout theunderstandings
reachedbetweenrepresentativesof the Governmentof the Republicof Indonesia
and the Governmentof the United Kingdom of Great Britain and Northern
Ireland relatingto arrangementsfor the export of cotton textiles and/or yarns
from the United Kingdom to the Republic of Indonesiaandfor the acceptance
in the United Kingdom of raw cotton subjectto the issuingby the Government
of the UnitedStatesof America to the Governmentof the Republicof Indonesia
of a purchaseauthorisationfor suchrawcotton pursuantto Title I of the United
StatesAgriculturalTradeDevelopmentandAssistanceAct of 1954.

2. You informedmethat the understandingssetforth in thatMemorandum
are acceptableto the Governmentof the United Kingdom.

3. In reply I havethe honourto inform you that the understandingsset
out in that Memorandumare also acceptableto the Governmentof the Republic
of Indonesiaand that they agreewith your proposalthat your Note and the
Memorandumannexedthereto,togetherwith this reply, shouldbe regardedas
constitutingan Agreementbetweenthe two Governmentsin this matter which
shallenterinto force on this day’s date.

I avail, &c.

SUBANDRIO

‘Ministry of ForeignAffairs.
No. 3819


