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EXCHANGE OF LETTERS CONSTITUTING AN ARRANGE 
MENT1 BETWEEN THE UNITED STATES OF AMERICA 
AND HONG KONG RELATING TO TRADE IN COTTON 
TEXTILES

The Hong Kong Director of Commerce and Industry to the American Consul
General

COMMERCE & INDUSTRY DEPARTMENT

HONG KONG 
Our r f. : CR.il/5906/56.IX

7th November 1964 
Sir,

I have the honour to acknowledge with thanks the receipt of your 
letter of 4th November 1964 * about the arrangements for the export of 
cotton textile products from Hong Kong to the United States during the 
third year of the Long Term Cotton Textiles Arrangement, s that is from 
1st October 1964-30th September 1965.

I am glad to be able to confirm that the few points which were out 
standing when you wrote your letter have now, I think, been resolved, 
and I enclose for your consideration the text of a Memorandum of Agreement 
which I hope represents comprehensively and clearly the terms of the final 
understanding that has been reached. This Memorandum has been carefully 
studied by officers of your Consulate-General and of my department, and 
I shall be glad if you will now confirm at your convenience that the United 
States authorities are in agreement with its terms.

We note with satisfaction from your letter under reference that your 
Government is in agreement with our views on the question how problems 
of product classification should be handled, and also about the importance 
of reaching an early accord on all matters relating to these restrictions. 
On the second point, the disruption that results from delay in the resolution 
of such matters is felt chiefly by the exporting countries, and we shall address 
you at an early date about such arrangements as may still be necessary for

1 Came into force on 16 November 1964 by exchange of the said letters.
* Not printed.
1 United Nations, Treaty Series, vol. 471, p. 296.
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the year 1965-1966; we are grateful for your assurance that you are as ready 
as we are to give this question early consideration.

I have the honour to be, Sir, your obedient servant.

D. R. HOLMES 
Director of Commerce and Industry

Edward E. Rice, Esq. 
The Consul General 
American Consulate-General 
Hong Kong

MEMORANDUM OF UNDERSTANDING

Following negotiations between the Hong Kong and United States 
Governments to determine the arrangements under which the Hong Kong 
Government will continue to exercise restraint over exports of the categories 
of cotton textiles listed and described in columns one and two of Appendix 1 
to this Memorandum, to the United States of America during the third year 
of the International Long Term Cotton Textiles Arrangement (hereinafter 
called the Arrangement) commencing 1st October 1964, the Hong Kong 
Government has set out in this Memorandum its understanding of the res 
traint levels which the Hong Kong and United States Governments have 
agreed will apply to the products concerned during the third year of the 
Arrangement. This Memorandum also clarifies a number of additional points 
of agreement arrived at between the two Governments.

2. It is agreed by the Hong Kong and the United States Governments

(1) That the restraint levels shown in column three of Appendix 1 shall apply 
during the third year of the Arrangement, i.e. from 1st October 1964 to 30th Sep 
tember 1965. This being so these levels will be used in computation of the minimum 
restraint levels which may be requested by the United States Government, under 
paragraph 3 of Annex B of the Arrangement in relation to exports from Hong 
Kong to the United States during the fourth year of the Arrangement, i.e. from 
1st October 1965 to 30th September 1966, should such restraints be continued.
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(2) That the restraint levels shown in column three of Appendix 1 are deemed 
for all purposes to have been negotiated under Article 3 of the Arrangement.

(3) That, recognizing that this Memorandum aligns to the best knowledge 
of our two Governments, Hong Kong's export control practices and United 
States classification practices as far as it is praticable to do so (unless 
agreed otherwise), each Government will consult with the other, at the earliest 
possible opportunity, if it comes to the notice of either Government that 
any problem in the classification of specific products may be developing, and 
that both Governments will seek by all means at their disposal to resolve any 
problems of classification practice which may be found to exist, in a manner 
compatible with the interests of both Governments.

(4) That the Hong Kong Government will continue, during the third year of 
the Arrangement, the voluntary export spacing arrangements for the restrained 
categories in the manner and in the proportions applied during the second year 
of the Arrangement.

(5) That the Hong Kong Government will provide the United States Govern 
ment periodically with such information on exports in restrained and unrestrained 
categories as has been provided during the second year of the Arrangement, and 
such other information as may be mutually agreed upon.

(6) That exports in category 52 during the third year of the Arrangement, 
and thereafter, shall be confined to cotton woven blouses and that the nomenclature 
for this category shall be changed accordingly to "Blouses, not knit" in all official 
communications and for the purposes of the Hong Kong export controls. Knit 
blouses shall be classified and reported in a separate product sub-category of cate 
gory 62.

(7) That the non-blouse components of blouse sets shall be classified, during 
the third year of the Arrangement and thereafter, in the categories in which they 
would be classified if exported separately, e.g. ladies' slacks will be classified in 
category 51 and ladies' skirts in category 63.

(8) That the Hong Kong Government will forgo the 6 % growth for 1964/65 
provided under the terms of the Arrangement in respect of category 51.

(9) That the Hong Kong Government will forgo the right to swing into cate 
gory 51 in respect of the transfer increase of 325,000 dozens described in paragraph 2 
(13) of this Memorandum. Category 51 will therefore be restricted during 1964/65 
to a swing increase amounting to 5 % of the 1963/64 restraint level, i.e. 5 % of 
1,280,858 dozens equal to 64,043 dozens.

(10) That exports of duck within category 26 during the third year of the 
Arrangement shall be restricted to a level not greater than 21.5 million square yards.

(11) That an export shortfall equivalent to 1.4 million square yards (using 
U.S. conversion factors) shall be induced during the third year of the Arrangement 
in the restrained made-ups and apparel categories, i.e. those categories from 28 to 
64 (1) inclusive as listed in Appendix 1. It is expected that a substantial proportion
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of this shortfall will occur in the apparel categories, but no assurance as to the pro 
portions into which it will be divided can be given by the Hong Kong Government.

(12) The Hong Kong Government confirms that, where under United States 
classification procedures components of matching sets (not "entireties") are classi 
fiable in separate categories, it classifies such components in the separate categories 
applicable to each part.

(13) That the agreed 1963/64 restraint level for category 51, i.e. 1,280,868 
dozens, shall be increased for the third year of the Arrangement by 325,000 dozens 
in order to take partial account of export performance in non-blouse components 
of blouse sets exported during the second year of the Arrangement under category 52. 
The agreed restraint level for category 51 for the third year of the Arrangement 
shall therefore be as shown in column three of Appendix 1, i.e. 1,605,858 dozens.

(14) That the restraint level for corduroy apparel during the third year of the 
Arrangement shall be 7 million square yards. This represents an increase of 3 mil 
lion square yards over the agreed restraint level for the second year of the Arrange 
ment.

(15) That categories 41 and 42 shall be amalgamated with a combined restraint 
level during the third year of the Arrangement. The agreed restraint level is shown 
in column three of Appendix 1.

(16) That category 45 shall be increased, and category 46 shall be correspond 
ingly reduced, by a quantity equivalent to the quantity of short-sleeved dress shirts 
which shall prove to have been shipped from Hong Kong to the United States 
during the period 1st October 1963 to 30th September 1964 inclusive under category 
46 quotas.

(17) That the export restraint in category 62 shall be confined to sweatshirts 
which shall be isolated in a sub-category of category 62 and restrained during the 
third year of the Long Term Arrangement at the level shown in column three of 
Appendix 1. The remainder of category 62 shall be derestrained, without prejudice 
to the right of the United States Government to request restraint in further product 
sub-categories under the terms of the Arrangement. As indicated in paragraph 2 
(6) of this Memorandum, it is agreed by both Governments that knit blouses shall 
be classified and recorded in a separate product sub-category of this miscellaneous 
category.

(18) That the Hong Kong Government shall have the option of permitting 
"swing" transfers freely between categories 15, 16, 18, 19, 23, 24 and 25, provided 
that the maximum export level in any one of these categories during the third year 
of the Arrangement shall not exceed two million square yards.

(19) The terms of this Memorandum of Understanding shall not be altered 
except by mutual agreement of both Governments.

3. This Memorandum, sets out all the main points of agreement between 
the Hong Kong and United States Governments in relation to exports of 
cotton textiles from Hong Kong to the United States during the third year
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