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December 3, 1996
- Kathmandu
Excellency, ‘
i
Consequent upon the understandings reached between the
Commerce Secretaries of IIis Majesty's Government of Nepal
and Government of India during tHeir meeting in. Kathmandu
on July 4-7, 19986, andlsubsequent follow-up action thereon,
it has been agreed to further liberalise the provisions
made in the Treaty : of Trade signed between the two
Governments on December 6, 1991 by replacing the existing
Part/V of the'Protocol to the Treaty of Trade by a new Part
V of the Pxotobol enclosed herewith as Annexure 'A’.

a2 Further, in terms of Article XII, this Treaty is due
to expire on December 5, 1996. It has been agreed that
the existing Treaty be extended by modifying the
present prov151on of renewal in Wrticle XII to Treaty
of Trade to read as below:-

"ARTICLE XII

This Treaty shall remain in force. upto
December 5; 2001 and shall be automatically
extended for further periods of five {(5) years at
a time, unless e€ither of the parties gives to the
other a wrltten notice, three months in advance,.
of its 1ntent10n to terminate the Treaty.

This Treaty may be amended or modified by
mutual consent of the parties."”

(4]
.

This letter and your Excellency's confirmation shall
constitute an Agreement between our two Governments
which shall enter into forcze from the date of your
reply.

4 It is requested th;t these understandlngs may Llndl@
be confirmed.

Please accept, Excellency, the assurance of my highest
consideration.

Yours sincerely,
(M!J\h%)
Secretary
N.E. Tejendra Khannai
Commerce Secretary,

Government of India
New Delhi, India.

(030 :
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Annexure ‘A’

I

PROTOCOL TO THE TREATY OF TRADE

With reference to Article V:

1.

203)

(38)

(iii)

The Government cf‘India will profide access to
the Indian market free of customs duties and the
quantitative restrictions for aPkr™ articles

manufactured in Nepal.

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 by
Ilis Majesty’s Government/ of Nepal in the .format
prescribed at Annexure 'B’ for each consignment

of articles exported’ from - Nepal teo India.-

llowever, this facility shall not be available for
the articles listed at Anmexure ‘C’

In the event of the above facility leading to a
surge in the imports generally or in the import
of any particularyarticle, the two' Governments
shall enter info cemsultation with a view to
taking appropriate measures.

In the case of other articles made in Nepal which
do not fulfil the conditions required by the
Certificate of Origin prescribed at Annexure ‘B’
including &hC8e Articles listed:.at Annexure ‘C’
for the purpose of preferential treatment into
India, #£h#y Government of India will provide
normal ‘access to the Indian market consistent
with its MPFN treatment.

@
On the basis of a Certificate issued, for each
consignment of products manufactured in the small
scalelunits in Nepal, by llis Majesty’s Government
of Nepal, or by an agency designated by Ilis
Majesty’s Government of Nepal that the relevant
conditions applicable to the products
manufactured in similar Small Scale Industrial
nghts. in. India  fior-- 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 products equal to the treatment provided
in“the levy of effective Excise Duty on similar
Indian products under the Indian Customs and
Central Excise Tariff.

Lﬂc (%)
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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. ;

4(i) 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
percent of the "additional duty" collected by the
Government of India,s wifll be: paid .to Illis
Majesty’s Government of Nepal . provided Ilis
Majesty's Government of Nepal  have given
assistance to the same extent to the
(manufacturers) exporters. : :

By Export of consignments from Nepal accompanied by
the Certificate'figf ®Ogigin will normally not be
subjected to any detention/delays at the Indian
Customs border. checkposts and other places
enroute. In‘fcasey any need . for clarification
arises, this' will be obtained expeditiously, by
the Indian border Customs authorities from the
Indian and Nepalese authorities, as the case may
be.

8. Wherefor social and economic reasons, the import

- of an iteém into India is permitted only”%hrough

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 Ilis Majesty's Government

o NPpal for relaxation and will permit the

gpport of sSuch an item from Nepal in such a
manner as may be found to be suitablé.

7. gFor the,purpose offfcalculation of s import ;duties

customs valuation procedures, as prescribed under
“the prevailing customs law, will be followed.

(25
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10.

ANNEXURE ‘DB’
CERTIFICATE OF ORIGIN

FOR EXPORTS FREE OF DBASIC AND AUXILIARY
DUTIES UNDER TIIE TREATY OF TRADE
BETWEEN I1IS MAJESTY'S GOVERNMENT

OF NEPAL AND TIE GOVERNMENT OF INDIA

- Reference No.

Articles consigned from (Exporter’s business name, address)
Articles consigned to (Consignee’s name, address)

Means of transport and route

Item Number (IIS Tariff Line)

Marks and number of packages

Description of Articles

Gross weight or other gquantity

Number and date of Invoice together with value
Declaration by the exporter:

The undersigned hereby declares that the details furnished
above are correct, that the articles are produced in Nepal
and that they comply with the Rules of Orlgxn specified in
the Treaty of Trade between Ilis Majesty’s Government of
Nepal and the Government of India.

R N T L e
(Place & Date, Signature of Authorised signatory)

Certification

It is certified that the articles herein referred to are

eligible for preferential treatment as per provisions of
the Treaty of Trade between llis Majesty's Government of

‘Nepal and the Government of India. It is further certified

that:

35 The articles have. been manufactured in Nepal at a
factory situated at PR SR R R R TR RS
(name of €Wy place/district) by M/8 v oiivm s iiesasde &,

(name of the company);

25 The articles 1nvolve manufacturing activity in Nepal
and ‘that the: manufacturing activity consists of

converting .....v¢ivviisiananes. (major inputs) into
stsastevecireirsanasiies. (output) through a process
CONSTIMEINE OF " ivdivid s wivii cxoromanws s siaids diansiuat (brisf

description of manufacturing process).

P
(w)
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3. The above articles do not involve only assembly of
parts/repacking operations;

4. The articles in question are not products of third
country origin¥* - : p

T g For llis majesty's Government of Nepal
(Place and Date, Signature & Stamp of Certifying authority)
* For the purpose of the above item No. 4, the articles
- which have undergone a manufacturing process in Nepal ¢
will not be tréeated as product of third country
- origin.

For official use of Indian Custaos

The consignment has been examined and allowed to be
imported into India as it complies with the Rules of Origin
specified in the Treaty of Trade between llis Majesty’s
Government of Nepal and the Government of India.

Signature & Seal of the
certifying authority

Date: -
Place: -

(0¥
R)
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3. This letter and your Excellency’s confirmation shall constitute an
Agreement between our two Governments which shall enter into force from

the date of your reply.
4, Itis requested that these understandings may kindly be confirmed.”

2 | have further the honour to confirm on behalf of the Government of the
Republic of India the foregoing understandings and to agree that Your Excellency’s
letter and this letter of confirmatory reply shall be regarded as constituting an

agreement between our two Governments and shall enter into force from the date
of this reply.

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

Yours sincerely,

( Tejendra Khanna)
Commerce Secretary
Government of India

H.E. Mohan Dev Pant

Commerce Secretary

His Majesty’s Government of Nepal
Kathmandu, Nepal

I
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Annexure ‘A’

PROTOCOL TO THE TREATY OF TRADE

V. With reference to Article V:

1. ; The Government of India will provide access to the Indian
market free of customs duties and the quantitative

restrictions for all articles manufactured in Nepal.

2(i) import of articles in accordance withlt‘he para “1” above
shall ‘ba allowed by the Indian customs authorities on the.
basis of a Certificate of Origin to be issued by the agency
designated by His Majeéty's Government-of Nepal in the
format prescribed at Annexure ‘B’ for each consignment of
articles exported from Nepal to India. Howgvgr, this facility
shall not be availdble for the articles listed at Annexure ‘C’.

(ii) In the event of the above facility leading to a surge ifi the
imports generally or in the import of any particular article,
the two Governments shall enter into consultation with a view

to taking appropriate measures.

(iii) In the case of other articles made in Nepal which do not fulfill
the  conditions required by the Certificate of Origin
prescribed at Annexure ‘B’ including those articles listed at
Annexure ‘C’ for the purpose of preferential treatment into
India, the Government of India will provide normal access to

the Indian market consistent with its MFN treatment.

(68

3
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On the basis of a Certificate issued, for each consignment
of products manufactured in the small scale units in Nepal,
by His Majesty’s Government of Nepal, or by an ;agency
designated by His Majesty’s Government of Nepal that the
relevant conditions applicable to the products manufactured
in similar Small Scaleindustrial 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 products equal to the
treatment provided in the -levy of effective Excise Duty on
similar Indian products under ‘the Indian Customs and

Central Excise Tariff.

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 1o
be levied on the imports into India of products manufactured

in the medium and large scale units in Nepal.

In regard - to additional duty collected by tj;;a
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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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 enroute. In case any need forr clarification
arises, this will be obtained expeditiously, by the Indian
border Customs authorities fromthe Indian and Nepalese

authorities, as the case may be.

Where for social and ecolnorni‘c reasons, the import of an
item into India is. permitted only -through public sector
agencies or where theimport of anitem 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 will permit the import of such an
item from Nepal in.such a manner as may be found to be

suitable.

For the purpose of calculation of import duties cusfoms

valuation procedures, as preécribed under the prevailing

customs law, will be followed. g

e
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10.

ANNEXURE ‘B~

CERTIFICATE OF ORIGIN

FOR EXPORTS FREE OF BASIC AND AUXILIARY %

DUTIES UNDER THE TREATY OF TRADE S
BETWEEN HIS MAJESTY’S GOVERNMENT

OF NEPAL AND THE GOVERNMENT OF INDIA

Reference No.

Articles consigned from (Exporter’s business namé, address)
Articles consigned to (Consignee’s name, address)

Means of transport and route

Iltem Number (HS Tariff Line)

Marks and number of packages S
Description of Articles

Gross weight or other quantity

Number and date of Invoice together with value

Declaration by the exporter:

The undersigned hereby declares that the details furnished above are correct, that
the articles are produced in Nepal and that they comply with the Rules of Orlgm
specified in the Treaty of Trade between His Majesty’s Government of Nepal and

the Government of India.
-®

(Place & Date, Signature of authorised signatory).
Certification
It is certified that the articles herein referred to are eligible for preferential

treatment as per provisions of the Treaty of Trade between His Majesty’s
Government of Nepal and the Government of India. It is further certified that:

1 The articles have been manufactured in Nepal at a factory situated at
(name of the place/ district)
by M/s (name of the company);

e Q%)
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The articles involve manufacturing activity in Nepal and that the
manufacturing activity consists of converting (major
inputs) into (output) through a process
consisting of
(brief description of manufacturing process).

The above articles do not involve only assembly of parts / repacking
operations;

The articles in question are not products of third country origin®.

For His Majesty’s Government of Nepal

(Place and Date, Signature & Stamp of Certifying authority)

* For the purpose of the above item No. 4, the articles which have undergone a
manufacturing process in Nepal will not be treated as product of third country origin.

1k

Date:
Place:

For Official use of Indian Customs

The consignment has been examined and allowed to be imported into India as it
complies with the Rules of Origin specifiedin the Treaty of Trade between His
Majesty’s Government of Nepal and the Government of India.

Signature'& Seal of the
certifying authority

(p‘f;"é 19)
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CANMNexure ‘C’
_—_—“"__uu___ "

NEGATIVE LIST OF ARTICLES
WHICH WILL NOT BE ALLOWED
PREFERENTIAL ENTRY FROM X
NEPAL TO INDIA ON THE BASIS OF
CERTIFICATE OF ORIGIN TO BE
GIVEN BY HIS MAJESTY’'S
GOVERNMENT oF NEPAL

1.4 Alcoholic  Liquors /- Beverages and their
concentrates except industrial spirits,

2. Perfumes .and Cosmetics with non-Nepalese /
non-indian Brand hameé.

3. Cigarettes and ;Tobacco;

Note: Government of India may, in consultation with His Majesty’s
Government of Nepal, modify the above list.

") Nepalese beers can be imported into India on payment of the
applicable liquor excise duty eéual to the effective excise
duty as levied in Indiaon lndlan beers under the relevant
rules and regulations of India.

(5t
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December 3, 1996
Kathmandu

Excellency,

In terms of Article- VIII of the/ Agreefient of
Cooperation to Control Unauthorised Trade  between Ilis
Majesty's Government of Nepal and the Government. of India,
this Agreement is due to expire on Deeember 5, 1996,
Consequent upon the understandings reached. -between the
Commerce Secretaries of llis Majesty’s Government of Nepal
and Government of India during their meeting in Kathmandu
on July 4-7, 1996, and subseguent follow-up action thereon,
it has been decided  that this existing Agreement be
extended by modifying the existing/Article VIII to read as
below: - ‘

AT TOL R Y ELE

This . Agreement shdl9gy remain. 'in  force upto
December 5, 2001, It may.be renewed for further
periods of five years, at a time, by mutual consent
subject to such modifications as may be agreed upon.”

& Further, it has been agreed uhat the existing Articl

II1I of the Agreement be amended and replaced by a new

Article III, encloséed herewith as Annexure Al

teie 1c III shall
irmation.

3. This Agreement and the amendments t
enter into force frcm the date of

0 o
H’: "1

on

FE i requested tuat these understandings may kindly
be confirmed.

o

; ‘@
Please acceptimExcellency, the assurance of my highest
consideration.

Yours sincerely

]
( Mohéﬁ"(ant)

& Secretary

II.E. Tejendra Khanna
Commerce Secretary,
Government of India
New Delhi, India.

(029
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Annexure ‘A’

Agreement of Cooperation between
His Majesty’s Government of Nepal and
the Government of India to N
Control Unauthorised Trade

ARTICLE TII

Subject to such exceptions as may be mutually agreed
upon, each Contracting Party shall prohibit and cooperate
with the other to prevent: : S

(a)

(b)

re-exports from its territory to third countries
of goods imported from the other Contracting .
Party without manufacturing activity; Py

re-exports to the té@xritory of the other
Contracting Party of goods imported from third
countries without manufacturing activity.

Provided that (a) and (b) above shall not be
applicable in the case of the exports of the
Nepalese goods intc India under the procedure set
out in Protdcol®V to the Treaty of Trade between
llis  Majesty’s Government of Nepal and the

Government’ of India..
‘P
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Kathmandu
December 3, 1996

Excellency,

| have the honour to ackn'owledge the receipt of your letter dated December
3, 1996 which read as follows: f -

“In terms of Article Vill of the _Agreem‘ent of Cooperation to Control
Unauthorised Trade between His Majesty’s Government of Nepal and the
Government of India, this Agreement ié due to expire on December 5, 1996.
Consequent upon .the understandings réached between the Commerce
Secrétar.ies of His Majesty’s Goverrrment of Nepal and Government of India
during their meeting in Kathmanduon July 4-7, 1996, ;nd subsequent
follow-up action théreén, it has been decided that this existing Agreement
be extended by rnodifying the existing Article Vlll to read as below:-

“ARTICLE Viil

This Agreement shall remain in force upto
December 5, 2001 . It may be renewed for further :

periods of five years,_at‘a time, by mutual consent

su’bjer:t to such modifications as may be agreed

upon.”
2. Further, it has been agreed that the exrstrng Article lIl of the
Agreement be amended and replaced by a new Artrcle I, enclosed

herewith as Annexure ‘A’.

3. This Agreement and the amendments to Article il shall enter into
force-from the date of confirmation.
o
(R9)
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4, It is requested that' these understén‘dings may kindly be

confirmgd."

2. | have further the honour to convey the confirmation on behalf of the

Government of the Republic of India of the foregoing understanding and to agree
that Your Excellency’s letter and this letter of confirmatory reply shall be regarded

as constituting an agreement between our two Governments and shall enter into

force from the date of this-reply. :

Please accept, Excellency, the assurance of my hidhes! consideration.

Yours sincerely,

‘(Tejendra Khanna)
Commerce Secretary
Government of India

H.E. Mohan Dev Pant
Commerce Secretary

His Majesty’s Government of Nepal
Kathmandu, Nepal

ok
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Annexure ‘A’
ANnexure ‘A

Agreement of Coopgration between

His 'Ma.jesty‘s-c-.‘zo.v_ernmeht of Nepal

and

the Government of India to
Control Unauthorised Trade

»
ARTICLE lil

Subject to 'such exéeptions as n_'iay be mutually agreed updn each

Contracting Party shall-prohib_it and.cooparéte with the other to prevent:

(a)

(b)

re—exports from ifs-territory to third countries
of goods . imported from the other
Contracting Party without manufacturing
activity;

re-exborts to the territory of the other

Contracting Party of goods imported from

third countries without manufacturing
activity.

Provided that (a) and (b) above shall not be
applicable in the case of the export of the
Nepalese goods ‘into India under the
procedure set outin Protocol Vto the Treaty
of Trade between His Majesty’s Government
of Nepal and the deernment of India.

YL ®3
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December 3, 1996
; Kathmandu
Excellency,

Consequernt upon the understandings reached between the
Commerce Secretaries of Ilis Majesty’s Government of Nepal
and Government of India during their meeting in Kathmandu
on July 4-7, 1996, and subsequent follow-up action thereon,
the Government of India agreed to implement the following
new simplified procedures for Nepalese containerized
traffic in transgit to and from Nepal so as. to ensure the
smooth and expeditious movement of Nepalese transit cargoes
through the Indian customs authorities at Sea ports and
Dorders of India. Notwithstanding anything contained in the
measures set.out in the existing Protocol to the Treaty of
Transit and Memorandum attached thereto signed between Ilis
Majesty's Government of Nepal and the Gove nment of India
on December 6, 1991, it was agreed that e following new
procedures set out in this letter of. exchange shall be
applied in the clearance of Nepalese containerized traffic
in transit to and from Nepal and these procedures .shall
come into force on and from date . of confirmation. These
measures . set out in this letter of exchange shall be
appended as Annexure tA' to the Protocol to the Treaty of
Transit signed between our two Governments on December 6, —
1991, as given below:- :

Annexure ‘A’ to thel Protocol to the Treaty of Transit

1(i) On arrival of the Nepalese containerized traffic-in
transit, the Indian customs authorities posted at
Seaports/Border Land Customs Stations, as the case may.
be, shall merely check the ‘one tine-leck’ .af” the
container put on by the shipping agent or the carrier
authorized by the shipping company and 1t found
intact, shalll " allow transportation SOk the
containerized cargoes, without examination of cazmgo
unless there are valid reasons to do otherwise.

(ii) In cases where the tone time lock®' on the container
arriving at Seaports/Border Land Customs Stations in
India are found broken/defective, the Indian customs
authorities shall make due verification of the goods
to check whether the goods are in accordance with the
Customs Transit Declaration and shall put fresh ‘one
time lock’ and allow the containers to move to the
destination. The serial number of ‘the new ‘one time
lock’' shall be endorsed in the Customs Transit
Declaration.

(iii) The procedures set out in paragraph 1(i) and (ii)
'~ -above shall :be applicable to Nepalese containerized
export and import cargoes moving to and from Seaports.
and Border Land Customs Statiohs in India.
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&k The transit procedures in respect to the Nepalese
containerized export and import cargoes as set out in
para 1 above shall be continued and_  further
streamlined for the expeditious movement of the
containerized traffic in transit toc and from the
Inland Container Depots.

3 For Nepalese transit cargoes other than the
containerized ones, the usual measures mentioned in
the Protocol to the Treaty of Transit and Memorandum
attached thereto shall be applicable.

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

Please accept, Excellency, the assurance of my highest

consideration.

Yours sincerely,

( Mohan ant )
Secretary
ilI.E. Tejendra Khanna
Commerce Secretary
Govérnment of India
New Delhi, India.
K
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Kathmandu
December 3, 1996

Excellency,

I have the honour to acknowledge the receipt of your letter dated December

3, 1996 which read as follows:

“Consequent upon the understandings reached between the Commerce
Secretaries of His Majesty’s Government of Nepal and Government of India
during their meeting in Kathmandu on July 4-7,/1996 and subsequent
follow-up action thereon, the Government of India agreed to implement the -
following new simplified procedures for Nepalese containerized ‘trafﬁc in
transit to and from Nepal so as to ensure the smooth and expeditious
movement of Nepalese transit cargoes through the Indian customs
authorities at Sea ports and Borders of India. Notwithstanding any thing
contained in the measures set outin the existing Protocol to the Treaty of
Transit and memorandum attached thereto signed between His Majesty’s
Government of Nepal and the Government of India on December 6, 1991 S
was agreed that the following new procedures set out in this letter of
exchange shall be applied in the clearance of Nepalese containerized
traffic in transit to and from Nepal and these procedures shall come into
force on and from date of confirmation. These measures set out in thise
letter of exchange shall be appended as Annexure “A” to the Protocol to the
Treaty of Transit signed between our two Governments on December 6,

1991, as given below: -

Annexure “A” to the Protocol to the Treaty of Transit

(1)() .On arrival of the Nepalese containerized
traffic-in-transit, the Indian customs authorities
posted at Seaports / Border Land Customs Stations,
as the case may be, shall merely check the ‘one time
lock’ of the cpntainer put on by the shipping agent or

st
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the carrier authorized by the shipping company and if
found intact, shall allow transportation of the
containerized cargoes, without examination of cargo
unless there are valid reasons to do otherwise.

(ii) In cases where the ‘one time lock’ on the container
arriving at Seaports / Border Land Customs
Stations in India are tound brokén / defective, the
Indian customs authorities -shall make due
verification of the good‘s to check whether the goods
are in accordance with the Customs Transit
Declaration and shall put fresh ‘one time lock’ and
allow the containers to move to the destination. The
serial number of the new ‘one time lock’ shall be

endorsed in the Customs Transit Declaration.

(iii) The procedures set out in paragraph 1(i) and (ii)
above shall be applic_able to Nepalese containerized
export and import cargoes moving to and from
Seaports and Border Land Customs Stations in
India.

‘@

(2). The transit procedures in respect to the Nepalese
containerized export and impbrt cargoes as set out in para 1
above shall be continued and further streamlined for the
expeditious movement of the containerized traffic in transit
to and from the Inland Container Depots.

(3). For Nepalese transit cargoes other than the containerized
‘ones‘, the usual méasures mentioned in the Protocol to the
Treaty of Transit and Memorandum attached thereto shall be
applicable.
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2. | shall be grateful if you could kindly confirm that the
foregoing correctly sets out the understanding reached between
our two Governments.”
2. | have further the honour to convey the confirmation on behalf of the
Government of the Republic of India of the foregoing understanding and to agree
that Your Excellency’s letter and this letter of confirmatory reply shall be regarded =
as constituting an agreement between our two Governments and shall enter into

force from the date of this reply.

Please accept, Excellency, the assurance of my highest consideration.

Yours sincerely,

Tejendra.Khanna) |

W ' Commerce Secretary

Government of India

H.E. Mohan Dev Pant

Commerce Secretary

His Majesty’s Government of Nepal
Kathmandu, Nepal




