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No. 4798. AGRICULTURAL COMMODITIES AGREEMENT1

BETWEEN THE GOVERNMENT OF THE UNITED
STATES OF AMERICA AND THE GOVERNMENT OF
INDIA UNDER TITLE I OF THE AGRICULTURAL
TRADE DEVELOPMENT AND ASSISTANCE ACT, AS
AMENDED. SIGNED AT WASHINGTON, ON 26 SEP-
TEMBER 1958

The Governmentof the UnitedStatesof Americaandthe Governmentof
India:

Recognizingthe desirabilityof expandingtradein agriculturalcommodities
betweentheir two countriesandwith otherfriendly nationsin a mannerwhich
would not displaceusualmarketingsof the UnitedStatesof Americain those
commodities,or unduly disrupt world prices of agricultural commoditiesor
normalpatternsof commercialtradewith friendly countries;

Consideringthat the purchasefor Indian rupeesof surplus agricultural
commoditiesproducedin the UnitedStatesof Americawill assistin achieving
suchan expansionof trade;

Consideringthat the Indian rupeesaccruingfrom such purchaseswill be
utilized in a mannerbeneficialto bothcountries;

Desiring to set forth the understandingswhich will govern the salesof
surplusagriculturalcommoditiesto the Governmentof Indiapursuantto Title I
of theAgricultural TradeDevelopmentandAssistanceAct, as amended,and
the measureswhich the two Governmentswill take individually andcollectively
in furtheringthe expansionof tradein suchcommodities;

Have agreedas follows:

Article I
SALES FOR RUPEES

Subjectto the issuanceby the Governmentof the United Statesof America
and acceptanceby the Governmentof India of purchaseauthorizations,the
Governmentof the United Statesof Americaundertakesto financethe saleto
purchasersauthorizedby the Governmentof India for rupeesof the following
agricultural commoditiesdeterminedto be surpluspursuantto Title I of the
Agricultural TradeDevelopmentandAssistanceAct in the amountsindicated:

1 Cameinto force on 26 September1958,upon signature,in accordancewith articleVI.
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Amount
Commodity (millions)

Wheatand/orFlouror Bulgar $182.0
Corn 5.1
Grain Sorghums 8.0

SUB-TOTAL $195.1

OceanTransportation(eat. 50%) 43.7

TOTAL $238.8

Purchaseauthorizationswill be issuednot later than90 calendardaysafter
the effective dateof this Agreement. They will include provisionsrelatingto
the sale and delivery of commodities,the time and circumstancesof deposit
of the rupeesaccruingfrom suchsale and other relevantmatters.

Article II

USES OF RUPEES

The two Governmentsagreethat the rupeesaccruingto the Government
of the UnitedStatesof Americaasaconsequenceof the salesmadepursuantto
this agreementwill be usedby theGovernmentof the United Statesof America
in such mannerand order of priority as the Governmentof the United States
of Americamay determine,for the following purposes,in the amountsshown:

1. For the United Statesexpendituresunder sub-sections(a), (b), (d),
(e), (f), (h), (i), (j), (k), (1), (m), (n), and (o) of Section 104 of the Act, the
Indian rupeeequivalentof $88.4million. Usesundersub-sections(k), (1), (m),
(n), and(o) aresubjectto legislativeactionby the Congressof the UnitedStates.

2. For a grantunder sub-section(e) of Section 104 of the Act, the rupee
equivalentof not morethan$35.8million for financingsuchprojectsto promote
economicdevelopment,with emphasisonnon-self-liquidatingprojectsparticular-
ly in healthandeducation,asmayfrom timeto timebeagreeduponby theTech-
nical CooperationMission of the Governmentof the United Statesand the
appropriaterepresentativesof the Governmentof India.

3. Fora loan to the Governmentof India undersub-section(g) of Section
104of theAct, therupeeequivalentof notmorethan $114.6million, for financing
such projectsto promote economicdevelopmentas may from time to time be
agreedupon by the TechnicalCooperationMission of the Governmentof the
United Statesandthe appropriaterepresentativesof the Governmentof India.
It is understoodthat the loan will be denominatedin dollars with paymentof
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principal andinterestto be madein rupees,suchpaymentsin rupeesto bemade
at the applicableexchangerateasdefinedin the loanagreement. Thetermsand

\ conditions of the loan andotherprovisionswill be set forth in a supplemental
loan agreementbetweenthe two Governments.

4. In the event the total of rupeesaccruingto the Governmentof the
United Statesof Americaas a consequenceof salesmadepursuantto the Agree-
ment is lessthan the rupeeequivalentof $238.8million the amountavailablefor
a loan to the Governmentof India underSection 104 (g) may bereducedby the
amountof suchdifference; in the eventthe total rupeedepositexceedstheequiv-
alent of $238.8 million, 63 percentmay be availablefor the loan under 104 (g)
and37 percentfor any useor usesauthorizedunderSection 104 as determined
by the Governmentof the UnitedStatesof America.

5. In the eventthat the rupeesset asidefor grantsand loans underpara-
graphs2 and3 of this Article are not advancedwithin threeyearsfrom thedate
of this Agreementas a result of failure of the two Governmentsto reachagree-
ment on the useof the rupeesfor grantand loan purposes,the Governmentof
the UnitedStatesof Americamayusetherupeesfor anyotherpurposesauthorized
by Section 104 of the Act.

Article III
DEPOSIT OF INDIAN RUPEES

ThedepositofIndianrupeesto theaccountof the Governmentof the United
Statesof Americain paymentfor the commoditiesandfor oceantransportation
costs financedby the Governmentof the United States of America (except
excesscosts resulting from the requirementthat United Statesflag vesselsbe
used)shall be madeat the rate of exchangefor United Statesdollarsgenerally
applicableto import transactions(excludingimportsgranteda preferentialrate)
in effect on the datesof dollar disbursementby United Statesbanksor by the
United Statesof America, asprovided in the purchaseauthorizations.

Article IV

GENERAL UNDERSTANDINGS

1. The Governmentof India agreesthat it will takeall possiblemeasures
to preventthe resaleor transshipmentto othercountries, or the use for other
thandomesticpurpose(exceptwheresuchresale,transshipmentor use is specifi-
cally approvedby theGovernmentof theUnitedStatesof America),of thesurplus
agricultural commoditiespurchasedpursuantto the provisionsof this Agree-
ment, and to assurethat the purchaseof suchcommoditiesdoesnot result in
increasedavailability for export from India of theseor like commodities.
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2. The two Governmentsagreethat theywill takereasonableprecautions
to assurethat salesor purchasesof surplusagricultural commoditiespursuant
to theAgreementwill notundulydisruptworld pricesof agriculturalcommodities,
displaceusualmarketingsof theUnited Statesof Americain thesecommodities,
or materially impair traderelationsamongthe countriesof the free world.

3. In carryingoutthis Agreement,thetwo Governmentswill seekto assure
conditions of commercepermitting private tradersto function effectively and
will usetheir bestendeavorsto developandexpandcontinuousmarketdemand
for agricultural commodities.

4. The Governmentof India agreesto furnish,upon requestof the Gov-
ernmentof the United Statesof America, information on the progressof the
program, particularly with respectto arrivals and conditions of commodities
and information relating to exportsof the sameor like commodities.

Article V

CONSULTATION

The two Governmentswill upon the requestof either of them consult
regarding any mattersrelating to the applicationof this Agreementor to the
operationof arrangementscarriedout pursuantto this Agreement.

Article VI

This Agreementshall enterinto force upon signature.

IN WITNESS WHEREOF, the respectiverepresentatives,duly authorizedfor the
purpose,havesignedthe presentAgreement.

DONE at Washington,this twenty-sixth day of September,1958.

For the Governmentof the United Statesof America

Christian A. HERTER

For the Governmentof India:
HarishwarDAYAL
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MEMORANDUM OF UNDERSTANDING BETWEEN THE GOVERN-
MENT OF THE UNITED STATES OF AMERICA AND THE GOV-
ERNMENT OF INDIA RELATIVE TO SURPLUSAGRICULTURAL
COMMODITIES UNDER TITLE I OF THE AGRICULTURAL
TRADE DEVELOPMENT AND ASSISTANCEACT, AS AMENDED

The Governmentof the United Statesof Americaandthe Governmentof
India, recognizingthe principle that salesof surplus agriculturalcommodities
underTitle I of United StatesPublic Law 480 shall be in excessof the usual
marketingsof such commodities, nonethelessagreethat no fixed amountsof
commercialimportsof the commoditiescoveredby this agreement,i.e. wheat,
cornandgrain sorghums,shallbestipulatedherein,it beingexpresslyunderstood
thatsuchomissionhasbeendecidedupon purelyon the basisof theGovernment
of India’s presentfinancial position regardingforeign exchangeresourcesand
doesnot in anywayconstitutea precedentfor anyfuture similaragreementwith
the Governmentof India.

Washington,September26, 1958

C.A.H.
H.D.

EXCHANGE OF NOTES

I

TheActingSecretaryof Stateto the Chargéd’Affaires ad interim of India

DEPARTMENT OF STATE

WASHINGTON

September26, 1958
Sir

I refer to the Agricultural CommoditiesAgreementsignedtoday1between
the Governmentof the UnitedStatesof Americaandthe Governmentof India
and,with regardto the rupeesaccruingto usesindicatedunder Article II of
the Agreement,statethat the understandingof the Governmentof the United
Statesof America is as follows:

1
Seep. 60 of this volume.
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With respectto Paragraph 1 of Article II:

(i) That the rupeeequivalentof not morethan $2.0 million is to provide
assistanceof thetypes providedfor underSection 104 (j) of the Act.

(ii) That therupeeequivalentof $59.7million, butnotmorethan25 percent
of the currenciesreceivedunder the Agreementwill be usedfor loans to be
madeby the Export-Import Bank of WashingtonunderSection 104 (e) of the
Act andfor administrativeexpensesof the Export-ImportBank of Washington
in India incidentthereto.It is understoodthat

(a) SuchloansunderSection 104(e) of theAct will bemadeto UnitedStates
businessfirms andbranches,subsidiaries,or affiliatesof suchfirms in India for
businessdevelopmentandtradeexpansionin India andto United Statesfirms
andto Indianfirms for the establishmentof facilities for aiding in theutilization,
distribution,or otherwiseincreasingthe consumptionof andmarketsfor United
Statesagriculturalproducts. In the eventthe rupeesset asidefor loans under
Section104 (e) of the Act, as amended,arenot advancedwithin threeyearsfrom
the dateof this AgreementbecausetheExport-Import Bank of Washingtonhas
not approvedloansor becauseproposedloanshavenot beenmutually agreeable
to the Export-Import Bank of Washingtonand the Departmentof Economic
Affairs of the Governmentof India, the Governmentof the United Statesof
Americamay use the rupeesfor any purposeauthorizedby Section 104 of the
Act, as amended.

(b) Loanswill bemutuallyagreeableto theExport-ImportBank of Washing-
ton andthe Governmentof India actingthrough the Departmentof Economic
Affairs of the Ministry of Finance. The Secretary,Departmentof Economic
Affairs, or his designate,will act for the Governmentof India, andthe President
of the Export-Import Bank of Washington,or his designate,will act for the
Export-ImportBank of Washington.

(c) Uponreceiptof anapplicationwhich theExport-ImportBankis prepared
to consider,the Export-ImportBank will inform the Departmentof Economic
Affairs of the identity of the applicant, the natureof the proposedbusiness,the
amountof the proposedloan, andthe generalpurposesfor which the loan pro-
ceedswould be expended.

(d) When the Export-Import Bank is preparedto act favorably upon an
applicationit will sonotify the Departmentof EconomicAffairs andwill indicate
theinterestrateandtherepaymentperiodwhich wouldbeusedunderthepropos-
ed loan. The interestrate will be similar to thoseprevailing in India on com-
parable loans andthe maturities will be consistentwith the purposesof the
financing.

(e) Within sixty days after the receipt of notice that the Export-Import
Bankis preparedto actfavorablyuponanapplicationtheDepartmentof Economic
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Affairs will indicateto the Export-ImportBank whetheror not the Department
of EconomicAffairs hasanyobjectionto theproposedloan. Unlesswithin the
sixty-day period the Export-Import Bank has receivedsuch a communication
from the Departmentof EconomicAffairs it shallbe understoodthat the Depart-
ment of EconomicAffairs has no objection to the proposedloan. When the
Export-Import Bank approvesor declinesthe proposedloan, it will notify the
Departmentof EconomicAffairs.

With respectto Paragraph2 of Article II:

The Governmentof Indiawill usethe amountof local currencygrantedto
it by the UnitedStatespursuantto paragraph2 of Article II of the Agricultural
Commodities Agreement for financing such projects to promote economic
development,with emphasison non-self-liquidating projects particularly in
healthandeducation,asmay from timeto timebe agreeduponby theTechnical
CooperationMission andthe appropriaterepresentativesof the Governmentof
India.

With respectto Paragraph 3 of Article II:

The Governmentof India will use the amountof local currencyloanedto
it by the United Statespursuantto a Loan Agreementunder paragraph3 of
Article II of theAgricultural CommoditiesAgreementfor financingsuchprojects
to promoteeconomicdevelopmentas may from time to time be agreedupon
betweenthe TechnicalCooperationMissionandthe appropriaterepresentatives
of the Governmentof India.

With respectto bothparagraphs2 and3 ofArticle II:

Local currencywill be advancedor reimbursedto the Governmentof India
for financing agreedprojectsunderparagraphs2 and3 of Article II of theAgri-
cultural CommoditiesAgreementupon the presentationof suchdocumentation
as the TechnicalCooperationMission may specify.

The Governmentof India shallmaintain or causeto be maintainedbooks
and recordsadequateto identify the goods and servicesfinancedfor agreed
projectspursuantto paragraphs2 and3 of Article II of the Agricultural Com-
moditiesAgreement,to disclose the use thereof in the projectsand to record
theprogressof theprojects(including the costthereof). Thebooksandrecords
with respectto eachprojectshall bemaintainedfor the durationof the project,
or until the expiration of threeyears after final disbursementfor the project
hasbeenmadeby the TechnicalCooperationMission,whicheveris later. The
two Governmentsshall havethe right at all reasonabletimes to examinesuch
books and recordsand all other documents,correspondence,memorandaand
other recordsinvolving transactionsrelatingto agreedprojects. The Govern-
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ment of India shallenablethe TechnicalCooperationMission to observeand
reviewagreedprojectsandthe utilization of goodsand servicesfinancedunder
the projects,and shall furnish to the TechnicalCooperationMission all such
information as it shall reasonablyrequest concerning the above-mentioned
mattersandthe expendituresrelatedthereto. The Governmentof India shall
afford, or arrangeto haveafforded, all reasonableopportunity for authorized
representativesof the Governmentof the United Statesto visit any part of the
territory of India for purposesrelatedto agreedprojects.

If the Technical CooperationMission determinesthat any disbursement
underparagraphs2 and3 of Article II of the Agricultural CommoditiesAgree-
mentmadeby it for agreedprojectsis notsupportedby the documentationsub-
mitted by the Governmentof India, is not madein accordancewith the terms
of this agreementor any applicable agreementor arrangementbetween the
Governmentof theUnitedStatesandthe Governmentof India or is in violation
of any applicablelaws or regulationsof the UnitedStatesGovernment,the Gov-
ernmentof India shallpay to the Technical CooperationMission as may be
requestedby it, an amount in local currencynot to exceedthe amountof such
disbursement. If any suchdisbursementhasbeenmadeunderthe Loan Agree-
ment, paymentby the Governmentof India shallbe creditedto thepaymentof
installmentsdueundertheLoanAgreementin theinverseorderof theirmaturity.

TheTechnicalCooperationMissionshallexpendfunds for agreedprojects
only in accordancewith the applicablelaws andregulationsof the UnitedStates
Government. TheTechnicalCooperationMissionmay declineto makefurther
disbursementsfor anyagreedprojectsif it determinesthat further disbursements
would not fulfill thepurposeof paragraphs2 or 3 of Article II of theAgricultural
Commodities Agreement.

Referenceto theTechnicalCooperationMissionin this noteshallbedeemed
to include any successoragency of the Governmentof the United States.

I shallappreciateyour confirmingto me that the contentsof this note also
representthe understandingof the Governmentof India.

Accept, Sir, tb~renewedassurancesof my high consideration.

Christian A. HERTER

Acting Secretaryof State
of the United Statesof America

The Honorable H. Dayal

Chargéd’Affaires ad interim of India
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II

The Chargéd’Affaires ad interim of India to the Acting Secretaryof State

EMBASSY OF INDIA

WASHINGTON, D. C.

September26, 1958
Asvina 4, 1880 (Saka)

Excellency,

I have the honour to acknowledgereceipt of Your Excellency’s Note of
September26, 1958,with referenceto the Agricultural CommoditiesAgreement
signed today betweenthe Governmentof the United Statesof Americaandthe
Governmentof India.

I havethe honourto confirmthat the contentsof theabovementionedNote
representmy Government’sunderstandingof the agreementreachedbetween
uson the mattersdealt with therein.

Accept, Excellency the renewedassurancesof my highestconsideration.

Harishwar DAYAL

Chargéd’Affaires ad interim of India

The Hon’ble Christian A. Herter
Acting Secretaryof State
Departmentof State
Washington,D. C.
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