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No. 3820. EXCHANGE OF NOTES CONSTITUTING AN
AGREEMENT1 BETWEEN THE GOVERNMENTOF THE
UNITED KINGDOM OF GREAT BRITAIN AND NORTH-
ERN IRELAND (ON BEHALF OF HONG KONG) AND
THE GOVERNMENT OF INDONESIA RELATING TO
ARRANGEMENTS FOR THE EXPORT OF COTTON
YARN AND/OR TEXTILES FROM HONG KONG TO
INDONESIA AND THE ACCEPTANCEIN HONG KONG
OF RAW COTTON. DJAKARTA, 2 JULY 1956

I

Her Majesty’sChargéd’Affaires ad interim at Djakarta to the Secretary-General
of the IndonesianMinistry ofForeignAffairs

BRITISH EMBASSY

Djakarta,July 2, 1956

Sir,

I havethe honourto refer to discussionswhich havetakenplace between
representativesof the Governmentof Hong Kong and the Governmentof the
Republic of Indonesiarelating to arrangementsfor the export of cotton yarn
and/ortextilesfrom Hong Kong to the Republicof Indonesiaandfor the accept-
ance in Hong Kong of raw cotton subject to the issuing by the Government
of the United Statesof Americato the Governmentof the Republicof Indonesia
of a purchaseauthorisationfor suchrawcotton pursuantto Title I of the United
StatesAgricultural Trade Developmentand AssistanceAct of 1954.

2. Certain understandingsreachedduring thesediscussionsare set out

in the Memorandumwhich is annexedto this letter.

3. I now havethe honour to inform you that the understandingsset out
in that Memorandumare acceptableto the Governmentof Hong Kong, and
to proposethat, if they arealso acceptableto the Governmentof the Republic
of Indonesia,the presentletter and Memorandumannexedthereto, together
with your reply in that sense,shouldbe regardedas constitutingan Agreement
between the two Governmentsin this matter which shall enter into force on
this day’s date.

Pleaseaccept,Sir, &c.
R. M. SANER

~Caineinto forceon 2 July 1956by theexchangeof thesaidnotes.
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MEMORANDUM OF UNDERSTANDING BETWEEN THE GOVERNMENT
OF THE REPUBLIC OF INDONESIA AND THE GOVERNMENT OF
HONG KONG FOR THE SUPPLYOF COTTON TEXTILES TO INDO-
NESIA AGAINST RAW COTTON TO BE OBTAINED BY HONG KONG
FROM THE UNITED STATES OF AMERICA UNDER THE UNITED
STATESP.L. 480 PROGRAMME

The Governmentof HongKong andthe Governmentof the Republicof Indonesia
(hereinafterreferredto as “The Governmentof Indonesia”)desiringto makearrange-
mentsfor the export of cotton yarn and/or textiles of the valueof U.S.dollars 3 . 5
million from Hong Kong to Indonesiaand for the acceptancein Hong Kong of raw
cottonof equivalentvaluein anticipationof andsubjectto the Governmentof the United
Statesof America issuing to the Governmentof Indonesiaa purchaseauthorisation
(hereinaftercalled“PA”) for suchraw cotton pursuantto Title I, United StatesPublic
Law 480, 83rd Congress,havereachedan understandingas follows:

1.—GovernmentofHong Kong

A. Will arrangethe exportof cottonyarnincludingsewingthreadand/ortextilesof
Hong Kong manufactureof the totalvalueof U.S. dollars 3 . 5 million. This under-
taking shall be conditional upon the conclusion of satisfactorycommercial contracts
betweenexportersin Hong Kong and importersin Indonesiaof a total valueof up to
U.S. dollars 3 5 million.

B. Will arrangefor the acceptanceof raw cottonmadeavailableto the Government
of Indonesiaby the United StatesunderP.L. 480 in full paymentfor the yarnand/or
textilesexportedto Indonesia.

C. Will arrangefor acceptanceof delivery of the raw cotton underthe PA within
eightsmonthsafter the dateof the issueof the PA or suchextendedperiod as may be
agreed(seeparagraphII F below).

D. Will not import raw cotton unless letters of credit for yarnand/or textiles of
equivalentvalue havebeenopened,andwill inform the Governmentof Indonesiafrom
time to time of the creditsopenedfor raw cotton andof the shipmentof yarn and/or
textiles.

E. Will arrangethat the raw cotton shall be importedunder the applicableregu-
lationsof the UnitedStatesDepartmentof Agriculture.

F. Recogn.isesthat the raw cotton imported from the United Statesunder this
programmewill be in addition to cotton that would otherwisebe imported from the
United Statesandcountriesfriendly to the United Statesand that it will not result in
increasedavailability of cottonor cotton yarnand/ortextilesto countriesunfriendlyto
the UnitedStatesof America.

G. Accepts that claims in respectof deficiency in quantityor quality of the yarn
and/or textiles shall be settled by negotiation betweenexportersin Hong Kong and
importers in Indonesiain accordancewith the normal commercialpractice, and that
any deficiencyin qualityor quantity will be madegood by additional suppliesof yarn
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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 beshippedwithin six monthsafter the issueof the PA
for raw cotton.

J. If, after threemonthsfrom the dateof issueof the PA for raw cotton,contracts
for the supplyof yarn and/ortextiles havenot beenconcludedbetweenimporters in
Indonesiaand exportersin Hong Kong to a minimumof U.S. dollars 875,000,accepts
that the Governmentof Indonesiamay, after informing the Governmentof Hong Kong,
be releasedfrom its undertakingunderparagraphII B below in respectof the balance
of the total specified in that paragraph.

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

11.—GovernmentofIndonesia

A. Will transferto the Governmentof Hong Kong the authority to sub-authorise
the PA for raw cottonimmediatelythis is received.

B. Will arrangefor the import of cottonyarnand/ortextilesto a total valueof U.S.
dollars 3 . 5 million andwill issuelicencesto eligible importersin Indonesiaup to this
total. All licencesshall be issuedwithin thirty daysof applicationby importers on
the rate of exchangeU.S. dollar 0~155 = Hong Kong dollar I = Indonesianrupiahs
I . 99.

C. Will ensurethat importers in Indonesiamake payment for the yarn and/or
textilesby meansof lettersof credit in Hong Kong dollars issuedin favourof theHong
Kong exporter,asprovidedfor in the annexedProcedure,’andwill inform theGovern-
ment of Hong Kong from time to time of the openingof suchletters of credit.

D. Will be solely responsiblefor the depositto the accountof the Governmentof
the United Statesof the rupiah equivalentof United Statesdollar disbursementsas
requiredunder the SurplusAgricultural CommoditiesAgreementbetweenIndonesia
and the United Statesand thePA.

E. Recognisesthat the yarnand/or textilesimported hereunderwill be in addition
to theyarnand/ortextilesthatwould otherwisebeimportedfrom the United Statesand
countriesfriendly to the UnitedStates.

F. In the eventthat fulfilment of the arrangementin paragraphI C is prevented
by some occurrenceover which the Governmentof Hong Kong has ito control (for
exampie, a movementin world cottonpricesrenderingthe priceof United Statescotton

‘Seep. 292of this volume.

No. 3820



292 United Nations— Treaty Series 1957

for exportuncompetitive)will recommendto the Governmentof the United Statesa
reasonableextensionof the PA for the raw cotton.

III. A. This Memorandumshall besubmittedto the Governmentof the UnitedStates
on the understandingthat the provisionshereofshall form a part of the applicationof
the Governmentof Indonesiafor the PA.

B. The Governmentof the United Stateswill not be expectedto provide for final
shipmentof raw cotton or lesservalue thanU.S. dollars 1,000. Any residualamount
below U.S. dollars 1,000 by which the value of the raw cotton shipped,taking into
accountadjustmentrefundsmade,is less thanthe total valueof the yarn and/ortextiles
8upphed,shallbe settledthroughpaymentby the Governmentof Indonesiato the Gov-
ermentof Hong Kong, or its nominee,in Hong Kong dollars.

C. Commercialcontractsfor the delivery of the yarnand/ortextilesshall be made
on termsto benegotiatedbetweenexportersin Hong Kong and importersin Indonesia.

D. The annexed“Procedure”shallbe regardedas part of this Memorandum.

ANNEX

PROCEDURB

A.—For Yarn and/or Textilesthatwill be Importedby Indonesia

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

2. Importersin Indonesiawill placeordersfor theyarnand/ortextileswith exporters
in Hong Kong and will open letters of credit in Hong Kong dollars in favour of the
exportersto cover thepurchaseson a cost andfreight basiswithin two weeksafter con-
firmation of orders. Theselettersof creditin HongKongdollars,whichwill beirrevo-
cable, will be openedby the Bank Indonesiaand advised through the Hongkong
and ShanghaiBanking Corporation,Hong Kong.

3. ExportersinHongKong will ship theyarnand/ortextilesanddrawdraftsagainst
thelettersof credit in HongKongdollars.

4. The Hongkongand ShangaiBanking Corporationwill forward drafts in Hong
Kong dollars with shipping documentscoveringthe yarn and/ortextiles to the Bank
Indonesia,whichwill credit theproceedsin Hong Kongdollars to an EscrowAccount
in Hong Kong dollars kept in Djakartain thenameof the Hongkong andShanghai
Banking Corporation,Hong Kong.

5. The Bank Indonesiawill collect the drafts drawn underthe lettersof credit in
Hong Kong dollarsandwill deposit theamountsin theEscrowAccount in accordance
with the instructionsof theHongkongandShanghaiBankingCorporation.
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6. The Hong Kong dollars in the EscrowAccountwill be usedonly to credit later
the specialUnited StatesAccount underthe IndonesianP.L. 480 programme.

B.—For United StatesCotton that will be Importedby HongKong

1. The United StatesDepartmentof Agriculture (CommodityCredit Corporation)
will issuelettersof commitmentto UnitedStatesbanksin respectof the United States
dollar letters of creditto be openedunderthePA in favour of United Statesshippers
of cotton.

2. After the Governmentof Indonesiahastransferredthe PA to Hong Kong, the
Governmentof Hong Kong will nominate firms as its agentsto sub-authorisepro-
curementof the cottonunder the PA.

3. Importersin Hong Kongwill placeordersfor the cottonandopenUnited States
dollar letters of credit under the provisionsof the letters of commitmentissuedby
U.S.D.A. (C.C.C.).

4. United Statesexporterswill ship the cotton and drawdraftsunderthe United
Statesdollar letters of credit.

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

6. United Statesbankswill drawUnited Statesdollar draftson U.S.D.A. (C.C.C.)
and collect United Statesdollars andwill forward title documentsto the Hongkong
andShanghaiBankingCorporation.

7. The Hongkongand ShanghaiBanking Corporationwill requestthe Bank In-
donesiato transferanequivalentamountof HongKong dollarsfrom theEscrowAccount
in Hong Kong dollars in the Bank Indonesiato the special United StatesAccountin
Djakarta.

8. The Bank Indonesia:

(i) will debit the EscrowAccountin Hong Kong dollars of the HongkongandShangai
BankingCorporationamountsequivalentto the dollar draftsat the rateof exchange
specified in paragraphII B of the Memorandum;

(ii) will credit the special United StatesAccount with equivalentamountsof rupiahs

No. 3820



296 United Nations— Treaty Series 1957

II

The Secretary-Generalof the IndonesianMinistry of Foreign Affairs

to Her Majesty’sChargéd’Affaires adinterim at Djakarta
KEMENTERIAN LUAR NEGERI~

REPUBLIK INDONESIA

Djakarta,July 2, 1956
Sir,

I have the honour to acknowledgethe receipt of your Note of to-day’s
dateenclosinga copy of aMemorandumin whichare setout the understandings
reachedbetweenrepresentativesof the Governmentof the Republicof Indonesia
andthe Governmentof Hong Kong relatingto arrangementsfor the exportof
cotton yarnsfrom Hong Kong to the Republic of Indonesiaandfor the accept-
ance in Hong Kong of raw cotton subject to the issuing by the Government
of the United Statesof America to the Governmentof the Republicof Indonesia
of a purchaseauthorisationfor such raw cotton pursuant to Title I of the
United StatesAgricultural Trade Developmentand AssistanceAct of 1954.

2. You informedmethat theunderstandingssetforth in thatMemorandum
are acceptableto the Governmentof Hong Kong.

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

I avail, &c.
SUBANDRIO

‘Ministry of Foreign Affairs.
No. 3820


