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JORKING PARTY "Z' 0N TRAZILIN INTERNAL TAXES

1, The Working Party was asked %o ¢xamine a draft law (No. 483~50) riodi-~
fying the present legislaticn on conoumptlon taxes which has Teen prepared Ty
the Government of Brazil and submittced to its legislature, and to zdvise con
the conformity of the draft with rclevant provisicns of the General .igree-
nent and the Protocol cf Provisional ..pplication.

2, In commencing its deliterations the Workiné Party noted theot during
discussicns of this question by the Contricting Parties the Brazilian Govern-
ment had indicated (paragraph 17 cof GATT/CP.3/42) that it vwias preparcd to ask
Congress to prcceed as soon as p0351b1; with the amendment of 21l ¢x1st1ng
lave providing for different lsvels cof taxation with respect to Jomestic and
imported products, and in poarticulsr law No, 494 of 1948, in order #o bring
them inte conformity with Article III of the Gensral Agreement. In a communi-
cation t> the Executive Sscretary (GnTL/CE/ 2), following 2 further examin-
ation of the gquestion at the Fourth Session, the Government of Brazil advised
that o message had been sent to ths Congress requesting action towards amend-
ing 21l axisting laws which provid: for different lev:ls of taxation for
domestic and imported products in order to hring them 1ntﬁ conformity with
Article III. The Working Party proceeded to examine the draft law, No. 483-50,
in ths 1li:ht of the conclusions rsached in provicus ilSCLoSl“JS ty the Cen-
tracting Parties, n: tably in GATT/CP.3/L2. - :

S The Brazilian IElegatlan infermed the Working Party that the draft law
vas a {irst step in what would be a graduai process of removing all the dis-
eriminatory taxes. The draft law was intended to romove ths nzw or inercascd
discrimination between domestic and foreign products which nad been introeduccd
sincc October 30, 1947, and, in a2ddition, althougn this was not requiresd so
long 25 the Agreement was being applicd only on 2 provisional basis, it »ro-
vided, on scme comnodities, for the removal cof somc 2f the disceriminaticn '
which had existed priocr to that date,

Lo With reference to the removal of the margins of discriminaticn which
existed prior to October 30, 1947, the Brazilian Delegation stated in

ATT/CP. /E/Z that its Government rescrved +he right to incorporate such
nargins of discrimination into the cusioms dutiss. The Delegation of Brazil
“dvancmb economic and legal arguments to suppor®t this view. The repriszntotive
of Chile suggested that there might o Jjustification in this case on various
and particularly econcmic grounds for the conversicn cf the intcrnzl tax dis-
crimination intc customs duties. The reproessntatives of France, Grooce, the
United Kingdom and the United States, on the other hand, pointed cut thot
while a gevernment would have the legal right to convert internal tax margins’
into customs duties in rispect of toriff itens not inecluded in its schslule to
the Gencral Agroement, it would not hawve that right in respset of scheduled
itenis except through the vrocedur.s af the Jgreiment for the medifieation of
concessions. The Chaiman expresszd the view that the Working Party's terms
of rcf:rence did not permit it +» reach n coelusion on this matters - The
najority of the Working Party agreed viath his view, and felt that it would nod
®e nccessary %o decide this issue in present circuastances. The reprosontotive
cf Brazil stated that in that event his Government would rsserve the right

o modify the draft law to reotain only those provisicns which ars strict ly
necessnry to eliminnte the new or inercased discriminntion introduced since
October 30, 1947.
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Intirn o0 the Zraft law, and ftreanslations of extrucis from laws and Je
a2t pressat.in foree in orﬂcr thnt the omendments -teing introduced by the
2nd1ly underssocd,  Nevertheloss, members of the
Working Farty f:ung seme 2ifficulty in un1~r~tn““1nr thz full significance
> many provisions cof the draft 17 anl? sought 272iticnal informotion and
cxplanntions from the reprisentatives of Brazil.
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6. Cn the rosis of the informctio
form of written anl oral statements, i ~the Working Party that-
the lraft law woull, except in th: ros: 3 below, remove the new and
incrucs< l internal tax discrimination introduc ul since October 30, 1947, =

brin“ ?rﬁvil'* consu vtion ta l:gislxtlrn inte confe u'ty with ths Genoral
the Froteeol f Provisional “LpllClulon. The
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ulting rrom legislation subsscgusat to October 30,
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g vursanat to Law Noo 494 of 1948) would

moved by th: JSraft law, The Prazilian repressntative’
2 ohis Ielegmtion wouldl recommend an appropricte cmend-
ke cnre of this. '

~rs 21 the W o Perty oore oD the opinion thot
,..‘r::fs1 saufl?, shrollz7 and cut tohacco and, tohicco
[ . (s7ctinn 1, T o puracreh XKIV in Schefule D oof
cons:lidati-n of consuniticn taxes) thc‘"‘rLlnu o>f lJiscrimin-
ation hod Jctibwr 30, I9b' The ropras-
~entative tut, nevorthoeless, siateld

thnt he wodificationeg necessary o
aliminn nation which most members of |
the Wor <o introducsd sineo Ov*-bbr '
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T The Wcrkidr Party n ted that vwori-us vrovisisns (paragrachs 3, 11, onl
12 -7 lrticle I of *he dr-ft law) woul’ <liminefc ihe ilucrlmlnbtlan in

gqu.stion only wi spuct o orre fr o thi contracting partics.
The gu.stin wns raissd ir *he ‘rodiiment whioh would

he ¢miracting partiss which were not iliaported
in *tr-nsit throuch o third coundry.  The rueures-
h ! : srotuects (I ony eontristing
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o z2ccorded to vroducts
dirceotly tut cam: to -
centntic of Ermzll 2
;:rty whiech entore
could ”"C\»l"- the
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8. Finally, the Vorking Party cwmsiiers the rovicw of draft luris—
1-ti.n ty the C>ntrzctiny Por ﬁi%f Titﬁ ~visw $5 Jetormining: whether such |
lo,-izlntizn is in eonformalty with b Gn-ral Lpreomont in ne sy crejuilees
th it °f wny cmntracting o *fJ, sucswguent §o such review, to rziss iy
a3z t: the cmsist-ney of such lesizlation with <he vrovisi s of the

the
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