RESTRICTED

GENERAL AGREEMENT ON i(&g/gghh

TARIFFS AND TRADE ' Special Distribution
Textiles Surveillance Body " Original: English/
French

ARRANGEMENT REGARDING INTERNATIONAL TRADE IN TEXTILES

Article 4:h Notification

Bilateral Agreement Between Canada and Hong Kong

The Textiles Surveillance Body has received from Canada a notification of a
bilateral agreement which has been concluded under Article 4 of the Arrangement
between Canada and Hong Kong, for a three-year period starting 1 January 1979.

The TSB, pu.}-sua.nt to its procedure regarding bilateral agreements notified
under Article 41/, has examined the relevant documentation and is circulating the
text of this agreement to participating countries for their informetion.2

Y/ See COM.TEX/SB/35, Annex B.
g-'IFor the observations of the TSB see COM.TEX/SB/LL6, paragraph L to 7.
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MEMORANDUM OF UNDERSTANDING BETWEEN THE GOVERNMENT OF CANADA
AND THE HONG KONG GOVERNMENT RELATING TO THE EXPORT FROM
HONG KONG OF CERTAIN TEXTILE PRODUCTS TO CANADA

Introduction

1. This Memorandum of Understanding sets out the arrangements that have
been agreed between the Government of Canada and the Hong Kong Government
regarding the export of certain textile products from Hong Kong for import

into Cansada.

2. These arrangements have been made having regard to the Arrangement
regarding International Trade in Textiles (hereinafter referred to as ''the
ITA") and in particular to Article U thereof, and to the Protocol extending
the said Arrangement (L/4616) and in particular to paragraph 5.3 thereof,
which provides for the possibility of jointly agreed reasonable departures
from particular elements of the ITA in particular cases.

Coverage

3. These arrangements shall apply to Hong Kong's exports to Canada of the
textile products set out in Annex I to this Memorandum.

k., For the purposes of these arrangements, the expression "textiles"” shall
have the meaning ascribed to the expression in Article 12.1 of the ITA.

S5.- For the purposes of classifying textile products in the appropriate
category, the definitions and notes set out in Annex I shall apply.

Restraint periods

6. Except as provided for in paragraphs 7 and 8 below, these arrangements
shell apply for three separate calendar year periods commencing on

1 January 1979 and terminating 31 December 1981. Should these or other
arrangements regarding textiles be continued or introduced after

31 December 1981, the Government of Canada and the Hong Kong Government agree
that regard shall be had to paragraph 5.4 of the Protocol extending the

ITA (L/4616).1

lExtract from L/4616:

“5.4 It was agreed that any such departures as mentioned in
sub-paragraph 3 above would be temporary and that participants concerned
shall return in the shortest possible time to the framework of the

Arrangenment.”
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7. In respect of bedsheets, as deséribed in Annex I, these arrangements
shall apply from 11 March 1978 to 31 December 1978 and thereafter for the
three separate calendar year periods mentioned in paragraph 6 above.

8. In respect of cotton terry towels, washcloths and sets, as described in

Annex I, these arrangements shall apply from 1 January 1978 to
31 December 1978 and thereafter for the three separate calendar year periods

mentioned in paragraph 6 above.

9-

Restraint limits

10. Except as provided for in paragraphs 14 to 18 below, Hong Kong shall
restrain its exports to Canada of the textile products described in Annex I
to the limits set out therein for each of the periods specified therein.

Administration

11. The Government of Canada and the Hong Kong Government egree that these
arrangements shall be implemented on the basis of the export control system
operated by the Trade Industry and Customs Department of the Hong Kong

Government.

12. The Government of Canada shall admit imports of the textile products
described in Annex I provided such imports are covered by a copy of a

Hong Kong export licence endorsed and issued by the Trade Industry and Customs
Department to the effect that the imports covered by the licence have been
debited to the applicable quantitative limit or export authorization as set

out in Annex I.

13. The Hong Kong Government shall endeavour to ensure that exports of all

textile products, particularly men's and boys' shirts, subject to quantitative
limits or the export authorization system are spaced out as evenly as possible
during each restraint period, due account boing taken of sessonal factors and

having regard ta normal channels of trade.

Swing

1k, Subject to the specific limitations set out in Annex I, any quantitative
limit shown therein may be exceeded by the percentage shown in column (f)
thereof provided that an equivalent amount is deducted from any other
quantitative limit shown therein. ‘
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15. For the purposes of implementing the swing provisions in paragraph 1k,
the conversion factors shown in column (e) of Annex I shall apply.

Carryover/carryforward

16. Following notification to the Govermment of Canads of the quantities
involved. portions of any quantitative limit set out in Annex I which are not
used during any restraint period may be carried over and added to the
corresponding quantitative limit for the following restraint period within
the higher percentage limit set out in column (g) of the Annex.

17. Any quantitative limit may be increased within the lower percentage limit
set out in column (g) of Annex I by en amount advanced from the corresponding
quantitative limit for the following restraint period. The quantitative limit
for the following restraint period shall be reduced by an amount equal to the
amount so advenced.

18. NRotwithstanding the foregoing. the carryover and carryforward provisions
may be used in combination only up to the higher percentege limit set out in
column (g) of Annex I.

Exchange of statistics

19. The Hong Kong Government shall provide the Government of Canada with
half-monthly statistics relating to exports of the textile products listed in
Annex I licensed for export to Canades and debited to the quantitative limits
or export authorizations issued as appropriate for each restraint period.

20. The Hong Kong Government shall provide such other statistical data
relating to exports of textile products which are not subject either to
quantitative limits or to export authorizations as the Government of Canada

may reasonably require.

21. The Government of Canada shall provide the Hong Kong Government with
quarterly statistics of total imports and of imports from Hong Kong and from
other significant suppliers in respect of the textile products subJect to

these arrangements.

Concentyration

22. 1If, on the besis of export date provided by the Hong Kong Government.

the Government of Canada ascertains that there is a sharp and substantial
increase in the concentration of exports, other than a concentration
attributable to normel seasonal factors, of perticular products in any category
subject to quantitative limits, the Government of Canada may request
consultations in accordance with the provisions of paragraph 36 below with

a vies to remedying this situation.
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Equity

23. Should either Government consider, as a result of these arrangements,
that it is being placed in an ineguitable position vis~d-vis any third
supplier, that Government may request the other to consult with a view to
implementing appropriate remedial measures.

Re-exports

2h. The Government of Canada shall, so far as possible, inform the Hong Kong
Government when imports into Canada of textile products subject to these
arrangements are subsequently re-exported from Canada. Where such re-exports
have been debited by the Hong Kong Government to quantitative limits, the
Hong Kong Government msy then credit the amounts involved to the appropriate
quantitative limits.

Export Authorization System

25. In view of the well established and effective Hong Kong system of Export
Authorization (hereinafter referred to as an “"E/A”), and the desire of both

" Governments to eliminate real risks of market disruption, the following
provisions shall apply to each category of textile products in Annex I not
subject to a ghantitative limit.

26. The Hong Kong Government shall require that all exports to Canada of the
textile products not subject to a quantitative limit listed in Annex I be
covered by an E/A issued by the Trade Industry and Customs Department of the
Hong Kong Government. An E/A shall be issued only on evidence of a firm
contract for the supply of the goods involved and shall be valid for three
months from the date of issue or until the end of the calendar year in which
it is issued whichever period is the shorter.

27. Export licences to ship goods covered by an E/A shell be issued by the
Trade Industry and Customs Department on presentation of the relevant E/A
within its validity. An export licence shall be valid for twenty-eight days
from its date of issue or until the end of the calendar year in which it is
issued whichever period is the shorter. The Honz Kong Government shall not
issue export licences in respect of exports to Canada subject to these
provisions which are not covered by a valid E/A.

28. The Government of Canada shall admit imports of the textile products of
Hong Kong origin subject tc these provisions where such imports satisfy all
normal conditions of entry and are accompanied by a copy of a Hong Kong export
licence endorsed and issued by the Trade Industry and Customs Department to
the effect that the quantities covered by the export licence have been debited

to the appropriate E/A.



COM.TEX/SB/hkl
Page 6

29. The Hong Kong Government shall provide the Government of Canada with
half-monthly statistical returns showing the quantities covered by E/A's
issued to Hong Kong exporters in respect of the textile products subject to

these provisions.

30. The Hong Kong Government shall notify the Government of Canada imme.iately
upon receipt of any application for E/A's in exceptionally large amounts or
unusual concentration of applications for E/A's in the textile products
concerned. In judging what constitutes exceptionally large or unusual
concentrations of applications the Hong Kong Government shall have regard to
recent levels of trade. The Hong Kong Government acknowledges that the

provisions of paragraph 31 apply to any such notifications.

31. The Government of Canada may request the Hong Kong Government to suspend
the issue of E/A's if, in the opinion of the Government of Cancda, a limitation
on further trade in the textile products subject to these provisions may be
necessary to eliminate real risk of market disruption as defined in Annex A

of the ITA. Such a request shall be accompanied by a request for consultations
and by a statement of the reasons and justification for the reguest.

32. Upon receipt of such a request for suspension of E/A's and for
consultations, the Hong Kong Government shall suspend immediately the issue of
E/A's in respect of those textile products concerned. The Hong Kong
Government may, however, continue to issue export licences agesinst valid E/A's

issued before any such suspension.

33. The consultations shall be held in accordance with the provisions of
paragraph 36 below. It is agreed that any quantitative limit which may be
agreed shall not be lower than the level of E/A's issued. Any limitation
established under these provisions shall continue until 31 December 1981. The
two Governments agree that the quantitative limit shall be increased for cach
sSubsequent restraint period and that the provisions of peregraphs 1% to 18

shall apply.

34. Should the two Governments not reach agreement on the need for a
limitation on further trade, and pending the conclusion of any couzsultationms,
Hong Kong may resume the issue of E/A's provided exports of the textile
products in question do not exceed, at an annual rate, the exports of such
textile products recorded in the twelve months cnding two months before the
month in which the Government of Canada requested consultations.

Revisions

35. Either Government mey at sny time propose revisions to the terms of
these arrangements having regard to the provisions of paragraph 5.4 of the
Protocol extending tha ITA (L/4616).
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Consultations

36. Either Government shall have the right to request consultations with the
other Government on any matter arising from the implementation or operation
of these arrangements or on any matter germane thereto. Such consultations

shall be governed by the following:

- any request for consultations shall be notified in writing to the
other Government;

- the other Government shall accept such a request and such consultations
shall be held as soon as possible;

- the request for consultations shall be accompanied by or followed
within o reasonable period (and in any case not later than fifteen days
following the request) by a statement setting out the reasons and
circumstances which, in the opinion of the requesting Government,
justify the submission of such a request;

- the Governments shall enter into consultations within one month at the
latest of notification of the reguest, with a view to reaching a
mutually acceptable conclusion within one month at the latest.

37. Any consultations held under these provisions shall be approached by both
Governments in a spirit of co-operation and with a desire to reconcile the
differences between them.

Annexes

38. The Annex to this Memorandum of Understanding shall be considered an
integral pert of it.

Termination

39. Either Government may terminate these arrangements effective at the end
of any restraint period by written notice to the other Government, to be given
at least ninecty days prior to the end of any restraint period.
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Transitional arrangements

40. Both Governments agree that any difficulties which may arise as a
consequence of the transition from any control arrangements maintained by

the Government of Canada upon imports into Canada of products subject to these
arrangements to the export control system provided for in these arrangements
shall be brought immediately to the attention of the other Government and
that consultations shall be held to resolve such difficulties.

For the Government For the Hong Kong
of Cansada Government
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