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7€ faeli-110011
COMMERCE SECRETARY
GOVERNMENT OF INDIA
.~ NEW DELHK110011

- 2" March.2002

Excellency,

Consequent upon the understandings . reached between the
Commerce Secretaries of the Governmentwof India and His Majesty's
Government of Nepal during their meetings'in/Delhifrom 27" February to 2™
March 2002, it has been agreed to extend-the validity of all the twelve
Articles of the India-Nepal Treaty of Trade "and Protocols to Articles, || Il IV
and VI in their present form for.a peried. of five years with effect from 6"
March, 2002. The revised Protocal to Article V and the new Protocal to
Article I1X of the Treaty annexed 16"‘t$aj§%!etter will also be valid for the same
period. However, there will be a transition period upto 16" April, 2002 to
complete the administrative arrangements to change over to the Certificate of
Origin requirement as prescribed in Annexure-"D" of the revised Protocal to
Article V of the Treaty. The existing Certificate of Origin shall also be
applicable during this transition,periody, Any imports from Nepal into India
of items under fixed quota.as prescribed in Annexure-C' of the revised
Protocol to the Article V/of the Treaty with effect from 6" March, 2002, shall
be through the designated Land Customs Stations and shall be counted.™ ~
towards the quota forthe firstyear.

2 This letter ahﬂf"-f_jr;our Excellency's confirmation shall constitute -an
Agreement between our two Governments.

3. | Shall bé grateful if you could kindly confirm that the foregoing
correctly sets.out the understanding reached between our two Governments.

4, Please accept, Excellency, the assurances of my highest
consideration. :

.

:J'\'i\-_" beg

Dipak Chatterjee
Commerce Secretary
Government of India

- H.E. Mr. B.P.Acharya,

‘Secretary, Ministry of iIndustry, Commerce and Supplies,
His Majesty’s Government of Nepal.

() .
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‘ His Majcsty’s Government -~ Phone: 2-26686

by Minislry ol Incluslry, (ommerce and s-up..Plies
Yy o N g § TT-20319
, 977-1-225594

B-ma:!. moc@wlink.com.np

SINGHA DURBAR,

a2 KATHMANDU, NEPAL.
B

2nd March, 2002

Excellency,

[ write to acknowledge the receipt of your leﬁm’ of to-day’s date which reads ag
follows: _

"Consequent upon the understandings reachad between the commerce Secretaries
of the Government of India and His Majesty’s Gevernment of Nepal during their
meetings in Delhi from 27th February to 2nd March 2002, it has been agreed to
extend the validity of all the twelve Articles of the India-Nepal Treaty of Trade,

and Protocols to Articles 1, 11, 111, LV and VL in their present form for a period of
[five years with effect from 6th March 2002. The revised Protocol to Article V and
the new Protocol to Article IX of the Treaty annexed to this letter will also be valid
S Jor the same period. However,. there will be a transition period upto 16th April
4 2002 to complete the ac#amsbwwe arrangements to change over fo the
Certificate of Ongm reqwremgm as prescnbed in Annexure "D” of the revised

applicable during this iransimjn penod Any Jmporls Jrom Nepal into India of
items under fixed quota asiprescribed in Annexure - "C" of the revised Protocol 1o
the Article V of the, Treaty with effect from 6th March 2002 shall be through the
designated Land@ustoms Stations and shall be counted towards the quota for the
Jirst year.

2 This letter and your Excellency's confirmation shall constitute an
Agreement benvm our two Governments.

3 1 shall be grateﬁd if you could kindly confirm that the foregoing correctly
sels out tfze understanding reached between our two Governments."

1 conﬁ:m that the foregoing correctly sets out the understanding reached
betwaen us.
_ Pieﬂsc accept Excellency, the assurances of my highest consideration.

Blawu P Aetar TG

( B. P. Acharya )
; Secretary
S8 H.E. Mr. Dipak Chatterjee,
Commerce Secretary,
Government of India.
() :
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AT T
¢ Prwli-110011
COMMERCE SECRETARY
GOVERNMENT OF INDIA
NEW DELHK110011

2" March,2002
Excellency,

During the discussions that led to the signing of the revised
India-Nepal Treaty of Trade on March 2, 2002, both India and Nepal
agreed that if in the context of Nepal's accession to the WTQO, certain
difficulties deriving from WTO obligations of either country arise in the
implementation of paras = 3,4 &4.1 of Protocol to Article V of this
Treaty, the two sides will review the relevant provisions in the Treaty
and the Protocols, as may be necessary.

| shall be grateful if_'you could kindly confirm that the foregoing
correctly sets out the understanding reached between our two
Governments.

Please .:E_iccept, Excellency, the assurances of my highest
consideration.

.,}\\n

Dipak Chatterjee
Commerce Secretary
Government of India

H.E. Mr. B.P. Acharya,

Secretary ,

Ministry of Industry, Commerce & Supplies,

His Majesty’s Government of Nepal. —

(¥)
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His Majesty’s Government Phone: 2-26686

e Minislry ol Intluslry. (emmerce and Snﬁpligs
Fax { 977-1-220319
ax
977-1-225594
E-mail: moc@wlink,com.np
SINGHA DURBAR,
KATHMANDU, NEPAL,

2nd March, 2002

Excellency,

I write to acknowledge the receipt of your letter of to-day's date which reads as
follows: '

"During the discussions that led to the signing of the revised India-Nepal Treaty of

Trade on March 2, 2002, both India and Nepal agreed that if in the conlexi of

Nepal's accession to the WTO, certain difficulties deriving from WTO obligations

= of either country arise in the implementation of paras - 3,4 & 4.1 of Protocol to

: Article V of this Treaty, the two sides will review the relevant provisions in the
Treaty and the Protocols, as may be necessary.

I shall be grateful if you could kindly confirm that the foregoing correctly sets out
the understanding reached between our two Governments. "

I confirm that the foregoing correctly sets out the understanding reached
between us. '
Please accept, Excellency, the assurances of my highest consideration.

%La it P M—e* ‘(?
( B. P. Acharya )
Secretary

H.E. Mr. Dipak Chatterjee,
Commerce Secretary,
Government of India.

(L) :
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Protocol to the Treaty of Trade

With Reference to Article V

1. The Government of India will provide preferential access to the Indian market 5
free of customs duties normally applicable and quantitative restrictions, except as
mentioned elsewhere, for all articles manufactured in Nepal, provided they fulfill

the qualifying criteria given below:

(a) the articles are manufactured in Nepal wholly from Nepalese materials or
Indian materials or Nepalese and Indian materials ;or

(b) (i) the articles involve a manufacturing process in Nepal that brings about a
change in classification, at four digit level, of the Harmonized Commodities
Description and Coding System, different from those, in which all the third
country origin materials used in its manufacture are classified; and the
manufacturing process is not limited to insufficient werking or processing as
indicated in Annexure “B”, and

(b) (ii) From 6" March 2002 to 5" March 2003 , the total value of materials, parts

or produce originating from non-Contracting Parties or of undetermined origin

used does not exceed 75% (seventy five percent) of the ex-factory price of the
articles produced, and the final process of manufacturing is performed within the
territory of Nepal. From 6" March 2003 onwards, the total value of materials,

parts or produce originating from non-Contracting Parties or of undetermined
origin used does not exceed 70% (seventy percent) of the ex-factory price of the o
articles produced, and the final process of manufacturing is performed within the '
territory of Nepal.

Note:

The value of materials, parts or produce originating from non-Contracting Parties
shall be the CIF value at the time of importation of materials, parts or produce,
at the point of entry in Nepal, where this can be proven, or the earliest
ascertainable price paid for the materials, parts or produce of undetermined
origin in the territory of the Contracting Party where the working or processing
takes place.

(c) For Nepalese articles not fulfilling the conditions given in sub-para-1 (b) (i)
above, but fuffilling the condition at sub-para- 1 (b) (ii) above, preferential access
may be given by the Government of India, on a ¢ase by case basis, - after
satisfying itself that such article has undergone a sufficient manufacturing
process within Nepal.

eI wgo fa RERIREERERIIESE!
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(d) However, the import of Nepalese manufactured articles described in
Annexure “C” which fulfill the criteria in sub-para-1 (a) or (b) (i) & (n) above will
be governed by the terms specified in this Annexure .

(e) In the case of other articles manufactured in Nepal which do.not fulfill the
qualifying criteria specified in sub-para-1 (a) or (b) () & (i) above, the
Government of India will provide normal access to the Indian market consistent
with its MFN treatment.

2. Import of articles in accordance with the para -1 above shall be allowed by the
Indian customs authorities on the basis of a Certificate of Origin to be issued by
the agency designated for this purpose by His Majesty's Government of Nepal in
the format prescribed at Annexure -“D” for each consignment of articles
exported from Nepal to India. Information regarding the basis of calculation for
grant of such Certificates of Origin to the manufacturing facilities in Nepal will be
provided to the Government of India on an annual basis. The modalities for this
will be worked out within three months from the. signing of the Protocol.
Preferential facility shall not be available for the articles listed at Annexure-“E”.

o On the basis of a Certificate issued, for each consignment of articles
manufactured in the small-scale units in Nepal, by His Majesty’s Government of
Nepal, that the relevant conditions applicable to the articles manufactured in
similar Small Scale Industrial units in India for relief in the levy of applicable
Excise Duty rates are fulfilled for such a parity, Government of India will extend
parity in the levy of Additional Duty on such Nepalese articles equal to the
treatment provided in the levy of effective Excise Duty on similar Indian articles
under the Indian Customs and Central Excise Tariff. However, this facility will be
applicable only to articles manufactured in Nepal in such small scale units
which qualify as small scale  units under the Nepalese Industrial Policy as on 5§
December,2001.

4, The “Additional Duty” rates equal to the effective Indian excise duty rates
applicable to similar Indian products under the Indian Customs & Central Excise
Tariff will continue to be levied on the imports into India of products manufactured
in the medium and large scale units in Nepal.

41 In regard to additional duty collected by the Government of India in
respect of manufactured articles other than those manufactured in “small” units;
Wherever it is established that the cost of production of an article is higher in
Nepal than the cost of production in a corresponding unit in India, a sum
representing 'such difference in the cost of production, but not exceeding 25 per
cent of the “additional duty” collected by the Government of India, will be paid to
His Majesty’s Government of Nepal provided His Majesty’s Government of Nepal
have given assistance to the same extent to the (manufacturers) exporters.

()
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5. Export of consignments from Nepal accompanied by the Certificate of Origin

will normally not be subjected to any detention / delays at the Indian customs
border checkposts and other places en route. However, in case of reasonable
doubt about the authenticity of Certificate of Origin, the Indian Customs Authority "
may seek a clarification from the certifying agency which will furnish the same
within a period of thity days. Meanwhile, the subject consignment will be
allowed entry into India on provisional basis against a bond i.e. a legally binding
undertaking as required. After examining the information so provided by the
certifying agency, the Indian Customs Authority would take appropriate action
to finalise the provisional assessment. Whenever considered necessary,
request for a joint visit of the manufacturing facility may be made by the Indian
Customs Authority ~ which would be facilitated by the concerned Nepalese
authority within a period of thirty days.

6 Where for social and economic reasons, the import of an item into India is
permitted only through public sector agencies or where the import of an item is
prohibited under the Indian Trade control regulations, the Government of India
will consider any request of His Majesty's Government of Nepal for relaxation
and may permit the import of such an item from Nepal in such a manner as may
be found to be suitable. ]

7.For the purpose of calculation of import. duties customs valuation procedures,
as prescribed under the prevailing customs law, will be followed.

With reference to Article IX i

In the event of imports under the Treaty, in such a manner or in such quantities
as to cause or threaten to cause injury to the domestic industry or a significant
segment of it relating to the article, the importing country may request for
consultations in the Joint-Committee set up by the two Governments for this
purpose with a view to taking appropriate measures. If the consultations in the
Joint Committee fail to resolve the issue within a period of sixty days from the
date of such request, then the requesting Government shall be free to take
appropriate remedial measures. The India-Nepal Inter-Governmental Committee
(IGC) will review such measures.

“ Injury” means significant damage to the domestic producers, of like or similar
products resulting from a substantial increase of imports under the Treaty in
situations which cause substantial losses in terms of earnings, production or
employment unsustainable in short term. The examination of the impact on the
domestic industry concerned shall also include an'evaluation of other relevant
economic factors and indices having a bearing on the state of domestic industry
of that product..

(=) :
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“Threat of injury” means a situation in which a substantial increase of imports
under the Treaty is of a nature so as to cause injury to the domestic producers,
and that such injury, although not yet existing is cleady imminent. A
determination of threat of injury shall be based on facts and.not on mere
allegation, conjecture, or remote or hypothetical possibility. :

(R)
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ANNEXURE “B”
2
£

; o =
UST T0 £

5.
INSUFFICIENT WORKING OR / ™
ocessiNg /)

The following shall be considered as insufficient mﬁﬁﬁommm to confer
the status of originating or manufactured or produced or made in Nepal, to an
article, whether or not there is a change in ’# g classification at four digit
level, of the Harmonized Commodities Descriptio _,and Coding” System,

ongi_n materials used in its

o

—

different from those in which all the third cotinry
manufacture are classified:- i" ,{ E’

a) Operations fo ensure the presawahd??vet articles in good condition during
transport and storage (e.g., ventilation, Spreading out, drawing, chilling,
placing in salt, sulphur-daoxlde or other aqueous solutions, removal of
demaged parts and like operations);

b) Operations consisting of Te! of dust, sifting or screening, sorting,
classifying, matching (i thé‘*maklﬁg up of sets), washing, painting,
cutting up; £ 3

¢) Changes of packing and breal

d) Slicing, cutting, slitting, re-p:
boxes or other containe
packing or re-packingioperations

e) The affixing of ma els or other like distinguishing signs on articles or
their packaging;-

._ up and assembly of consignments;
ing, placing in boitles or flasks or bags or
g on cards or boards, etc., and all other

f) Mixing of art _Ief \ﬁ'l .?01' not of different kinds, where one or more
comg f'the mixture do not meet the conditions laid down in para
1(b) of Protocol o the*Article V of the Treaty to enable them to be considered

as manufactured or produced or made in Nepal;
g) Assembly of arts of an articles to constitute a complete article;

%)



gug yq afaframiz o1 (z) Awd wawa € yfafa ousiiilis

Nepalese manufactured articles allow n

ANNEXURE “C"
into india

free of customs duties on a fixed quota basis

Sl. No. Nepalese article Quantity in MT per year
- & Vegetable fats (Vanaspati) 100,000 ( One hundred thousand)
2. Acrylic Yarn 10,000 (Ten thousand)
3. !Copper products under Chapters 74 | 7,500 (gf'_‘Sev'en_ﬂiousand five
& Heading 85.44 of the H.S .Code hundred)
4. Zinc Oxide 2,500 (Two thousand five hundred)

a) Imports into india of the above four commodities for quantities in excess of
the fixed quota mentioned above will be permitied under normal MFN rates of
duty, not withstanding any concession in any_other preferential arrangement.

b) Imports into India of the
Customs Stations (LC

above comrmdmes will be permitted through the land
S) at. Kakarbhitta/Naxalbari, Biratnagar/Jogbani,

Birganj/Raxaul, Bhairahawa/Nautanwa, Nepalgunj/Nepalgunj Road and
Mahendranagar/ Banbasa . -

¢) The detailed administrative arrange

ments for operationalisation of the fixed

quota i.e. identifying the agencies for allocation and monitoring of exports and
imports of fixed quota will be finalised by both the Governments.

Q)

= a1 £ . = X ! =
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10.

Trem Number (HS Tariff Line)

ANNEXURE “D”

CERTIFICATE OF ORIGIN

FOR EXPORTS FREE OF CUSTOM DUTIES
UNDER THE TREATY OF TRADE B
HIS MAJESTY’S GOVERNMENT OF NEPAL ANI
THE GOVERNMENT OF INDIA / (-

Means of transport and route

Marks and number of package

Description of Articles

Gross weight or other quantity £
. with value
actured in Nepal:

ed in Nepal under Para 1(a) of

(i) Whether articles 2 ‘
of the Treaty of Trade

the Protocol to# 2
(Yes / No):

(A) CE value of materials, parts or produce originating ﬁ’om
ing Parties (i.e. other than Nepal & India) at the point

g gntage - of the sum of the value of.col. 10 (ii) (A) & (B) to the

= ) ﬁ:@f 9.

© ‘Ex-factory price’ means the price of the product at the time of clearance fromn the factory gate

Q3
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12.  Declaration by the exporter:

The undersigned hereby declares that the details furnished above are corre t
attlclesareprodmedmNepalaudﬁmtheycomplywnhtheRulesofOn y

in the Treaty of Trade between His Majesty’s Government of N and th R
Government of India. '

(Flace & Date, Signature of 2

13.  Certification

}_4:;" ’.' 5
Ii is certified that the articles herein referred io are oligible for preferential
treatment as per provisions of the Treaty of Tr tween His .fajesty’s
Government of Nepal and the Guvemment of India. Jt is furiher certified that:
T The articles have been manufactured i \ at a factory situated at
¢ 7 %" ™ (name of the place/

district) by M/s S (name of the
company). "Qi%%'
3= The articles involve mmufactmng activify in Nepal and that the
manufacturing activity satisfies the cm%i glven in the Protocol fo Article V of
the Treaty of Trade.
4, The articles in question argfnot products of third coumry origin®. <

manufacturing process i

14.  For Official use of Indian Clust

The consignment ha
complies with the, sions as stipulated under Article V of the Trcaty of Trade
between His Maj ";Fowrnment of Nepal and the Government of India.
_.;‘f | § ?*‘f’ Signature & Seal of the
A P : ‘ Certifying authority
Dated: & S _
raf 7)
Place = -~
D
e
(%)
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MFN LIST OF ARTICLES /
WHICH WILL NOT BE ALLOWED

ON THE BASIS OF CERTIFICATE n N TO BE
GIVEN BY AGENCY DESIGNATED,BY HIS
MAJESTY’S GOVERNMENT OF 1

1.  Alcoholic Liguors/ Beverages £ o)
industrial spmts £

2. Perfumes and Cosmetics w1th non“mcpalese / non-Indian Brand
names,

3.  Cigarettes and Tobag€o *

Q)
WWWWWWWWWW
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