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No. 4900. AGRICULTURAL COMMODITIES AGREEMENT’
BETWEEN THE GOVERNMENT OF THE UNITED
STATES OF AMERICA AND THE GOVERNMENT OF
CEYLON UNDER TITLE I OF THE AGRICULTURAL
TRADE DEVELOPMENT AND ASSISTANCE ACT, AS
AMENDED. SIGNED AT COLOMBO, ON 13 MARCH 1959

The Governmentof the UnitedStatesof Americaandthe Governmentof
Ceylon:

Recognizingthe desirabilityof expandingtradein agriculturalcommodities
betweentheir two countriesandwith otherfriendly nationsin a mannerwhich
would not displaceusualmarketingsof the UnitedStatesin thesecommodities,
unduly disruptworld prices of agriculturalcommodities,or normal patternsof
commercialtradewith friendly countries;

Consideringthat the purchasefor Ceylon rupeesof surplusagricultural
commoditiesproducedin the United Statesof Americawill assistin achieving
such an expansionof trade;

Consideringthat the Ceylon rupeesaccruingfrom suchpurchaseswill be
utilized in a mannerbeneficialto bothcountries;

Desiring to set forth the understandingswhich will govern the sales, as
specified below, of surplus agricultural commoditiesto Ceylon pursuantto
Title I of the Agricultural TradeDevelopmentandAssistanceAct, as amended
(hereinafterreferredto as the Act), andthe measureswhich the two Govern-
mentswill take individually andcollectively in furtheringthe expansionof trade
in such commodities;

Have agreedas follows:

Article I

SALES FOR CEYLON RUPEES

Subjectto the issuanceby theGovernmentof the UnitedStatesof America
and acceptanceby the Governmentof Ceylon of purchaseauthorizations,the
Governmentof the United Statesof Americaundertakesto financethe sale to
purchasersauthorizedby the Governmentof Ceylon, for Ceylon rupees,of the
following agricultural commoditiesdeterminedto be surpluspursuantto the
Act in the amountindicated

Cameinto force on 13 March 1959,upon signature,in accordancewith articleVI.
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Amount
Commodity (Millions)

Wheatflour 4.2
Rice 2.9
Oceantransportation 1.5

ToTAi. $8.6

Purchaseauthorizationswill be issuednot later than ninety (90) calendardays
after theeffectivedateof thisagreement. They will includeprovisionsrelating
to the sale anddelivery of commodities,the time andcircumstancesof deposit
of the rupeesaccruingfrom suchsaleandotherrelevantmatters.

Article II

USES OF RUPEES

Thetwo Governmentsagreethat therupeesaccruingto the Governmentof
the United Statesof Americaasa consequenceof thesalesmadepursuantto this
agreementwill be usedby the Governmentof the United Statesof America in
suchmannerand order of priority as the Governmentof the United Statesof
America may determine,for the following purposes,in the amountsshown:

1. Forthe United Statesexpendituresundersub-sections(a), (b), (d), (1),
(h), (i), (k), (1), (m), (n) and (o) of Section 104 of the Act, or underany of such
sub-sections,the Ceylon rupeeequivalentof $1.68 million. Usesundersub-
section(k), (1), (m), (n) and (o) aresubjectto legislativeactionby theCongressof
the United States.

2. For loansto be madeby the Export-ImportBank of Washingtonunder
Section 104 (e) of said Act andfor administrativeexpensesof the Export-Import
Bank of Washingtonin Ceylon incident theretothe rupeeequivalentof $2.20
million, but not more than 25 percent of the currenciesreceivedunder the
agreement. It is understoodthat:

(a) Suchloans underSection 104 (e) of theAct will be madeto United States
businessfirms andbranches,subsidiaries,or affiliatesof suchfirms in Ceylon
for businessdevelopmentand trade expansionin Ceylon and to United
Statesfirms andCeylonfirms for theestablishmentof facilities for aiding in
the utilization, distribution, or otherwiseincreasingtheconsumptionof and
markets for United Statesagricultural products. In the event the rupees
set asidefor loans under Section 104 (e) of the Act, as amended,are not
advancedwithin threeyears from the dateof this Agreementbecausethe
Export-Import Bank of Washingtonhas not approvedloans or because
proposedloans have not been mutually agreeableto the Export-Import
Bank of Washingtonand the Central Bank of Ceylon, the Governmentof

No, 4900
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the United Statesof Americamayusetherupeesfor any purposeauthorized
by Section 104 of the Act, as amended.

(b) Loanswill be mutuallyagreeableto the Export-ImportBank of Washington
andthe Governmentof Ceylonacting throughthe CentralBank of Ceylon.
The Governorof the CentralBank of Ceylon, or his designate,will act for
the Governmentof Ceylon, and the Presidentof the Export-Import Bank
of Washington,or his designate,will act for the Export-Import Bank of
Washington.

(c) Upon receiptof an applicationwhich the Export-Import Bank is prepared
to consider,the Export-Import Bankwill inform the CentralBankof Ceylon
of the identity of the applicant, the natureof the proposedbusiness,the
amountof the proposedloan, andthe generalpurposesfor which the loan
proceedswould be expended.

(d) When the Export-Import Bank is preparedto act favorably upon an ap-
plication it will so notify the Central Bank of Ceylon and will indicate the
interest rate and the repaymentperiod which would be used under the
proposedloan. The interest rate will be similar to those prevailing in
Ceylon on comparableloans and the maturitieswill be consistentwith the
purposesof thefinancing.

(e) Within sixty daysafter the receipt of noticethat the Export-ImportBank is
preparedto act favorably upon an application the Central Bank of Ceylon
will indicateto the Export-ImportBank whetheror not the Central Bankof
Ceylonhasany objectionto the proposedloan. Unlesswithin the sixty-day
period the Export-Import Bank has receivedsuch a communicationfrom
the Central Bank of Ceylon it shallbe understoodthat the Central Bank of
Ceylon has no objection to the proposedloan. When the Export-Import
Bank approvesor declinesthe proposedloan, it will notify the CentralBank
of Ceylon.

3. For a grant to the Governmentof Ceylon under sub-section(e) of
Section 104 of the Act, the rupeeequivalentof not morethan $1.29million for
financing such projectsto promoteeconomicdevelopment,including projects
not heretofore included in plans of the Governmentof Ceylon, as may be
mutually agreedupon,with emphasison nonself-liquidatingprojectsparticularly
in healthand education.

4. For a loan to the Governmentof Ceylon under sub-section(g) of
Section 104 of the Act, the rupeeequivalentof not morethan $3.43 million, for
financingsuchprojectsto promoteeconomicdevelopment,includingprojectsnot
heretoforeincludedin plans of the Governmentof Ceylon, as may be mutually
agreed upon. It is understoodthat the loan will be denominatedin dollars
with paymentof principal and interest to be madein rupees,suchpaymentsin
rupeesto be madeat the applicableexchangerateas defined in the loan agree-

No. 4900
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ment. The termsand conditionsof the loan and other provisionswill be set
forth in asupplementalloan agreementbetweenthetwo Governments.

In the eventthe total of rupeesaccruingto the Governmentof the United
Statesof Americaas a consequenceof salesmadepursuantto the Agreementis
lessthan the rupeesequivalentof $8.6million theamountavailablefor a loan to
the Governmentof CeylonunderSection 104 (g) maybereducedby the amount
of suchdifference; in theeventthe total rupeedepositexceedsthe equivalentof
$8.6 million, 55 percent may be available for the loan under 104 (g) and
45 percentfor anyuseor usesauthorizedunder Section 104 of theAct asdeter-
mined by the Governmentof the United Statesof America.

In theeventthat the rupeesset asidefor grantsand loansunderparagraphs
4 and5 of this Article arenotadvancedwithin threeyearsfrom the dateof this
Agreementas a result of failure of thetwo Governmentsto reachagreementon
theuseof therupeesfor grantandloanpurposes,the Governmentof theUnited
Statesof America may use the rupeesfor any other purposeauthorizedby
Section 104 of the Act.

Article III

DEPOSIT OF CEYLON RUPEES

Ceylonrupeesshallbe depositedto the accountof the Governmentof the
United Statesof America in paymentfor the commoditiesandfor oceantrans-
portation costs financedby the Governmentof the United Statesof America
(except excesscosts resulting from the requirement that United States flag
vesselsbe used)at the rate of exchangefor United Statesdollarsgenerallyap-
plicableto import transactions(excludingimports granteda preferentialrate) in
effect on the datesof dollar disbursementby United Statesbanksor by the
United Statesof America,asprovidedin the purchaseauthorizations.

Article IV

GENERAL UNDERSTANDINGS

The Governmentof Ceylonagreesthat it will takeall possiblemeasuresto
preventthe resaleor transshipmentto othercountries,or the usefor otherthan
domesticpurpose(exceptwhere suchresale,transshipmentor useis specifically
approvedby the Governmentof the United Statesof America), of the surplus
agricultural commoditiespurchasedpursuantto the provisions of this Agree-
ment, andto assurethat the purchaseof such commoditiesdoesnot result in
increasedavailability of this or a like commodity to nationsunfriendly to the
United Statesof America.
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The two Governmentsagreethat they will takereasonableprecautionsto
assurethat salesor purchasesof surplusagricultural commoditiespursuantto
theAgreementwill notunduly disruptworld pricesof agricultural commodities,
displaceusualmarketingsof theUnited Statesof America in thesecommodities,
or disruptnormalpatternsof commercialtradewith friendly countries.

In carrying out this Agreement,the two Governmentswill seekto assure
conditions of commercepermitting private tradersto function effectively and
will usetheir bestendeavorsto developandexpandcontinuousmarketdemand
for agriculturalcommodities.

The Governmentof Ceylonagreesto furnish,upon requestof the Govern-
ment of the United Statesof America, information on the progressof the
program,particularlywith respectto arrivalsandconditionsof commoditiesand
information relating to exportsof the sameor like commodities.

Article V

CONSULTATION

The two Governmentswill, upon the requestof either of them, consult
regardingany mattersrelatingto the applicationof this Agreementor to the
operationof arrangementscarriedout pursuantto this Agreement.

Article VI

ThisAgreementshallenterinto force uponsignature.

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

DONE at Colombo, this 13thday of March, 1959.

For the Government For the Government
of the United Statesof America : of Ceylon

Lampton BERRY StanleyDE ZOYSA

[SEAL]

No. 4900
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EXCHANGE OF NOTES

I

The American Ambassadorto the Minister of Finance of Ceylon

EMBASSY OF THE UNITED STATES OF AMERICA

No. 324
Colombo,March 13, 1959

Dear Mr. Minister:

I havethehonor to refer to discussionsbetweenour two Governmentswith
referenceto a proposedAgricultural CommoditiesAgreementunder Title I of
the United StatesAgricultural Trade Developmentand AssistanceAct as
amended. A copy of the proposedAgricultural CommoditiesAgreement is
attachedasAnnex I~to this note.

The purpose of this note is to record supplementaryunderstandings
betweenour two Governmentswith referenceto the proposedagreement:

I. With respectto ParagraphI of Article II, the Governmentof the United States
will not userupeesaccruingunderthe Agreementfor United Statesexpendituresunder
sub-sections104 (b),(d), and(o) of theAct withoutpriorconsultationwith andagreement
by the Governmentof Ceylon.

II. With respectto Paragraph3 of Article II, the Governmentof Ceylonwill use
theamountof local currencygrantedto jt by the UnitedStatespursuantto Paragraph3
of Article II of the Agreementfor financingsuchprojectsto promoteeconomicdevelop-
ment,withemphasisonnon-self-liquidatingprojectsparticularlyin healthandeducation,
as may from time to timebe agreeduponby theUnited StatesOperationsMission and
the appropriaterepresentativesof the Governmentof Ceylon.

III. With respectto paragraph4 of Article II, the Governmentof Ceylonwill use
the amountof local currencyloanedto it by the United Statespursuantto a loan agree-
ment underparagraph4 of Article II of the Agreementfor financingsuchprojectsto
promoteeconomicdevelopmentas may from time to time be agreedupon betweenthe
UnitedStatesOperationsMissionandtheappropriaterepresentativesof theGovernment
of Ceylon. The Governmentof Ceylonunderstandsthe provisionsof theproposedloan
agreementandwill takestepsto authorizethe signingof suchagreementin Washington
at an earlydate.

IV. With respectto both paragraphs3 and4 of Article II, provisionsto be used
with respectto audit,inspection,documentation,refunds,andterminationareasfollows:

Ceylon rupeeswill be advancedor reimbursedto the Governmentof Ceylonfor
financing agreedprojectsunderparagraphs3 and4 of Article II of the Agricultural
CommoditiesAgreementupon the presentationof such documentationas the United

‘Not printedby theDepartmentof Stateof theUnitedStatesof America.
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StatesOperationsMission may specify. The Governmentof Ceylon shall maintain
or causeto be maintainedbooksandrecordsadequateto identify thegoodsandservices
financedfor agreedprojectspursuantto paragraphs3 and4 of Article II of theAgricul-
tural CommoditiesAgreement,to disclosetheusethereofin theprojectsandto record
theprogressof the projects(including thecost thereof). The booksand recordswith
respectto eachprojectshall be maintainedfor theduration of theproject, or until the
expirationof threeyearsafter final disbursementfor theproject hasbeenmadeby the
USOM, whicheveris later. The two Governmentsshall havetheright at all reasonable
times to examinesuch books and recordsand all other documents,correspondence,
memorandaandother recordsinvolving transactionsrelating to agreedprojects. The
Governmentof Ceylon shall enablethe USOM to observeand review agreedprojects
andthe utilization of goodsand servicesfinancedundertheprojects,and shall furnish
to theUSOM all suchinformation as it shall reasonablyrequestconcerningtheabove-
mentionedmatters and the expendituresrelated thereto.

If theUSOMdeterminesthatanydisbursementunderparagraphs3 and4of Article II
of the Agricultural Commodities Agreement made by it for agreedprojects is not
supportedby thedocumentationsubmittedby theGovernmentof Ceylon, is notmadein
accordancewith thetermsof this agreementor anyapplicableagreementor arrangement
betweenthe Governmentof theUnited Statesandthe Governmentof Ceylon, or is in
vi~1ationof any applicablelaws or regulationsof the United StatesGovernment,the
Governmentof Ceylonshall payto theUSOM as maybe requestedby it, an amountin
local currencynot to exceedthe amountof suchdisbursement. Whereany paymentis
madeby theGovernmentof Ceylon to the USOM pursuantto the precedingsentence
on thebasisof a disbursementwhichhasbeenchargedas an advanceunderthe line of
credit establishedby the loan agreement,the total amount chargedas advancesunder
the line of credit shall be reducedby theamountof such payment.

The USOM shall expendfunds for agreedprojectsonly in accordancewith the
applicablelaws andregulationsof the United StatesGovernment. The USOM may
decline to make further disbursementsfor any agreedprojects if it determinesthat
further disbursementswould not fulfill thepurposeof paragraphs3 or 4 of Article II
of the Agricultural CommoditiesAgreement.

V. With respectto Article IV it is desiredthat the Governmentof Ceylon give
written assurancesthat importsof Title I wheatflour shall beoverandaboveusualcom-
mercial imports of 50,000 metric tons during calendaryear 1959 (in addition to the
100,000metric tons Ceylon hasagreedto import from Australia). An acceptableform
of suchwritten assurancesis attachedas AnnexIP to this note.

VI. Referenceto theUnitedStatesOperationsMission is this noteshall bedeemed

to include any successoragencyof the Governmentof the United Statesof America.

VII. With respectto the proposedsigning of the Agreementanddelivery of the
reply to this noteandthewritten assurancesreferredto in ParagraphV above,I would
appreciateit if you would notify me seventy-twohoursin advanceso that theUnited
StatesDepartmentof Agriculturewill haveadvancenoticeof thedateandhourof schedul-
ed signing.

‘According to theinformationprovidedby theUnitedStatesof AmericathesignedCeylonese

noteis printedin lieu of Annex II; seenoteIII, p. 68 of this volume.
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The Governmentof the UnitedStatesof Americawill considerthe present
noteandyourreply concurringthereinasconstitutinga recordof supplementary
understandingsreachedbetweenour two Governmentswith respect to the
proposedAgricultural CommoditiesAgreement.

Accept,Mr. Minister, the renewedassurancesof my highestconsideration.

Lampton BERRY

The Honorable Stanley de Zoysa
Minister of Finance
Ministry of Finance
Colombo

II

The Minister of Finance of Ceylon to the American Ambassador

MINISTRY OF FINANCE

THE SECRETARIAT

Colombo, 13 March, 1959

Dear Mr. Ambassador,

I confirm that the record of supplementaryunderstandingcontainedin
your letter No. 234of March13, 1959 is correctandthatthis exchangeof letters
constitutesa supplementaryunderstandingreachedbetweenour two Govern-
mentswith respectto the proposedAgricultural CommoditiesAgreement.

Accept,Your Excellency,the renewedassurancesof my highestconsidera-
tion.

Stanley DE ZOYSA
Minister of Finance

His ExcellencyMr. JamesLamptonBerry
Ambassadorof the United Statesin Ceylon

N° 4900
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III

The Minister of Finance of Ceylon to the AmericanAmbassador

MINISTRY OF FINANCE

THE SECRETARIAT

Colombo, 13 March, 1959
Excellency

I have the honour to refer to the Agricultural CommoditiesAgreement
betweenthe Governmentof the United Statesof Americaand the Government
of Ceylonsignedtoday.’

I wish to confirm my Government’sunderstandingthat imports of wheat
flour underTitle I of the Act shallbe overand aboveusualcommercialimports
from free world sourcesduring calendaryear 1959 of not lessthan50,000metric
tonsin additionto the quantitiesagreedupon by Ceylon in its bilateralarrange-
mentswith Australia.

Accept, Excellency, the assurancesof my highestconsideration.

Stanley DE ZOYSA
Minister of Finance

His ExcellencyMr. JamesLamptonBerry
Ambassadorof the United Statesin Ceylon

Seep. 52 of this volume.
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