RESTRICTED

GENERAL AGREEMENT ON COM.TEX/SB/1090"

23 September 1985

TARIFFS AND TRADE Special Distribution

Textiles Surveillance Body

ARRANGEMENT REGARDING INTERNATIONAL TRADE IN TEXTILES

Notification under Article 4:4

Bilateral Agreement between Sweden and Hong Kong

The Textiles Surveillance Body has received a notification from Sweden
of a bilateral agreement with Hong Kong, concluded under Article 4 of the
MFA, valid for the period ! September 1983 to 31 August 1987.

The TSB, pursuant tg its procedures regarding bilateral agreements
notified under Article 4, has examined the relevant documentation and is
forwarding the text of the notification to participating countries for their
information.

lThe previous bilateral agreement and a subsequent amendment are
contained in COM.TEX/SB/712 and 826

2See COM.TEX/SB/35, Annex B
3For the TSB's observations on this notification, see COM.TEX/SB/1093
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MEMORANDUM OF UNDERSTANDING

Article’'l - Introduction

(a)

(b)

This Memorandum of Understanding sets out the arrangements made
between the Government of Hong Kong and the Government of Sweden
that the Government of Hong Kong shall apply to exports of

certain textiles for importation into Sweden.

These arrangements have been made having regard to the
Arrangement Regarding Internatiomal Trade in Textiles and its
Protocol of Extension bearing in mind particularly the provisions

of Article 1 and Article 4 of the said Arrangement,

Article 2 - Coverage

(a)

(b)

These arrangements apply to exports from Houg Rong to Sweden of
the textile products described in Annex I hereof (being products
which derive their chief characteristics from their textile
components) of cotton, wool or man-made fibres or any blend
containing one or more of those fibres, in which either wool
represents 17 per ceat or more by weight, or amy or all of those
fibres in combination represent 50 per cent or more by weight of

the product.

Notwithstanding the provisions of this Article, these
arrangements shall also apply to woven outerwear, and to the
knitted outerwear covered by Groups 6 & 7b, 8, 9, 10, lla, 1llb,
llc, A, B-D, which are manufactured from impregnated fabrics as

defined in Annex IV hereof.
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Article 3 - Restraint Period

The Goveroment of Hong Kong shall, for the period 1 September 1983 to
31 August 1987 limit exports to Swedem of the products listed ian Annex
II hereof to the Aggregate limit, and to the specific Group and
Sub-Group limits for each Agreement year set out therein, subject to

the provisions of Articles 4 and 5 of these arrangements.

Article 4 - Special Transfer Provision

(a) Notwithstanding the provisions of Article 3 of this Memor andum,
it has been agreed, at the request of the Government of Hong
Kong, that the quantities specified below will be transferred
from Groups 1, 3, 9, 1la and 16 and from the Aggregate, in each

Agreement year as follows :

Agreement year 1983/84 1984/85 1985/86 1986/87
Group 1  pairs 774,983 619,986 464,990 309,993
Group 3 pleces 185,846 148,677 111,508 74,338
Group 9 pieces 269,672 215,738 161,803 107,869
Group lla pieces 15,212 12,170 9,127 6,085
Group 16 pieces 5,025 4,020 3,015 2,010
Aggregate esy 1,264,337 1,011,470 758,602 505,735

(b) The quantities so transferred will be credited %o groups 2, 4, 5,
6 & 7b, 8, 10, 11b, 1lc, 17, A and B - D by incr- . ag
appropriate limits in Annex II by percentages spec.fied below in

each agreement year as follows :
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Agreement year 1983/84 1984/85 1985/86 1986/87
Percentage by 0.7868 0.6282 0.4702 0.3128

wvhich limits to

be increased

(c) At ey time during the period of this Memorandum, the Government
of Hong Kong may request the return, in whole or in part, of the
transferred quantities, and the Government of Sweden undertakes

to congider any such request in accordance with Article 13,

Article 5 - Flexibility Provisions

In addition to the swing incorporated inm the specifiec Group and
Sub-Group limits in Annex II, as may be adjusted by the application of

Article 4 of this Memorandum, the following provisions shall apply-’

(a) 1If in the period 1l April 1982 to 31 August 1983 exports from Homg
Rong to Sweden of the products covered by specific Group and
Sub~Group limits in Annex II to the Memorandum of Understanding
dated 1 April 1981 are less than the corresponding limits
specified in column (g) of that Annex, as amended by the
prolongation of the Memorandum of Understanding of 8 March 1983,
carryover of such shortfalls to the corresponding limits for the
following Agreement year may be agreed, following consultationms,
for each Group or Sub-Group, up to between 0.5% and 4% of the

specific limits for that following Agreement year.

(b) If in any one Agreement year the specific Group and Sub~Group
limits in Annex II to this Memorandum of Uaderstanding are not
fully utilized carryover of such shortfalls to the correspondiang
limits for the following Agreement year may be agreed, following
consultations, for each Group or Sub-Group, up to tetween 0.52

and 42 of the specific limits for that following Agreement year.
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In any cne Agreement year advance use of the specific limits
established for the following Agreement year may be agreed,
following consultations, for each Group or Sub-Group up to
between 0.5% and 4% of the specific limits for the curreat
Agreement year. Where specific Group and Sub-Group limits are
increased by carry forward, the Government of Hong Kong shall
inform the Government of Sweden of the carry forward quantities
and debit these to the corresponding specific Group and Sub-Group
limits that have been or may bte agreed upon for the succeediag

Agreement year or the subsequent restraint period.

For the purpose of applying the carryover provisions in this

Article :

(i) shortfalls in the year in question shall be calculated
without debiting to the limits for the curreat year the use
of carryover from the preceding year or the use of carry

forward from the succeeding year;

(ii) the use of carryover shall be subject to the availability of
an equivalent amount of shortfall in the Aggregate limit of
the gsource year and carryover and carry forward shall not be
subject to the Sub-Group, Group and Aggregate limits of the

year in which used;

(iii) the use of carryover from a Sub-Group shall be subject to

the availability of a corresponding shortfall in the

respective Group.

Article 6 - Export Authorization System

(a)

The Governament of Hong Kong shall operate an Export Authorizatiom
system under which no Export Licence for the products specified

as E/A Items in Annex III hereof will be issued unless an Export
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(b)

(c)

(d)

(el

Authorization has previously beea obtained in respect of the
products concerned. Expert Authorizations are issued only oa
production of evidence of a firm contract for the supply of the

products for which the Export Authorizatiom is required.

The application for an Export Licence of the particular products
for which an Export Authorization is issued must be made before
the expiry of the Export Authorization. Export Licences are
valid for twenty-eight days. Export Authorizations will be valid
for a period of three months. The actual products must therefore
be exported within four months from the issue of the Export

Authorizationm.

The Government of Hong Kong will forward via the Consul-General
of Sweden fortnightly returns to the Government of Sweden showing
the quantities, in commercial wunits, covered by Export
Authorizations issued to Hong Kong exporters and the quantities,
in commercial units and equivalent square yards as well as ian
actual kilogram net weight, covered by Export Licences issued

against Export Authorizations to Hong Kong exporters.

The Government of Hong Kong will, oa request by the Government of
Sweden made at any time, discontinue the issue of Export
Authorizations for any of the products concerned, such request to
be followed within a reasonable period of time by a request for
consultations in accordance with the provisions of Article 3,
unless otherwise agreed, of the Arrangement Regarding

International Trade in Textiles.

Should a request be made by the Government of Sweden to
discontinue the issue of Export Authorizations the Government of
Hong Komg shall honour such reques: on receipt but may continue
to issue Export Licences for products covered by Export

Authorizations issued prior to the receipt of the request.
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(f) In establishing a restraint limit during such comsultations the
relevant provisions of the Arrangement Regarding International

Trade in Textiles and its Protocol of Extension shall apply.

(g) In the event that the issue of Export Authorizations for any
products is suspended at the request of the Government of Sweden
in accordance with the procedure set out in Paragraph (d) of this
Article, the Government of Sweden would be prepared to consider
giving its consent to the extension of validity of an existing
Export Authorization by a period not exceeding 90 days, if it is
satisfied that the failure to apply for an Export Licence within
the period of validity of the Export Authorization has been
caused by circumstances beyond the control of the person to whom

the Export Authorization was issued.

Article 7 - Admission of Imports

The Government of Sweden shall admit imports of the products of Homg
Kong origin listed in Annex I hereof provided such imports are covered
by a Hong Kong Export Liceuce endorsed, where appropriate, by the
Trade Department, Hong Kong, that the products concerned have been
debited to the Aggregate limit, and the specific Group and Sub—Group

limits for the respective Agreement year.

Article 8 - Re-exports

Should it come to the attention of the Government of Sweden that
textile products subject to these arrangements licensed by the
Government of Hong Kong for export to Sweden and debited to the limits
set out in Annex II have been imported into Sweden and subsequently
re—exported therefrom, the Government of Hong Kong shall be informed
and consultations may be requested in accordance with Article 13 of

these arrangements.
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Article 9 - Exch ange of Statistics

(a)

(b)

(¢)

The Government of Hong Kong will provide the Goverument of Sweden
with fortnightly statistics of exports in the Groups and
Sub-Groups listed in Annex I that have been licensed for export
to Sweden and, where appropriate, debited to the limits set out

in Annex II.

The Government of Sweden will provide the Government of Hong Kong
with quarterly statistics of total imports and imports fram other
significant suppliers of the Groups and Sub-Groups listed in

Annex T hereof.

The Government __ Hong Kong will provide statistical data of
exports of textile products, listed in Annmex II hereof, te other
markets in such detail as the Government of Sweden may, from time

to time, reasonably request.

Article 10 - Spacing

The Government of Homg Rong shall endeavour to ensure that the exports

to Sweden of the products listed in Anpex II hereof are spaced out as

evenly as possible, during each Agreement year, due accouant being

taken, in particular, of seasonal factors.

Article 11 - Circumvention

(a)

The Governmeant of Hong Kong and the Government of Sweden agree
to collsborate with a view to taking appropriate actioa to avoid

circumvention of this Memorandum of Understanding.
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(b) The Govermment of Hong Kong and the Government of Sweden
reaffirm their willingness to strengthem this collaboration
having regard to the administrative and technical procedures in
force in Hong Kong for the implementation of this Memorandum of

Understanding.

(c) Where information available to the Government of Sweden
constitutes prima facie evidence that products of Hong Kong
origin subject to specific limits established wunder this
Memorandum of Understanding have been transhipped or re-routed
into Sweden in circumvention of this Memorandum of Understanding,
the Government of Sweden may request the opening of consultationms
in accordance with Article 13 herein. Where the evidence
provided establishes that the provisions of this Memorandum of
Understanding have been circumvented, the Government of Hong
Rong undertakes to debit the appropriate specific limits for the
year 1in which the circumvention took place or for subsequent
years, the timing and scale of such debiting being decided in

consultations with the Government of Sweden.

Article 12 - Termination clause

Bither Party may at any time denounce this Agreement provided that at
least sixty days' notice is given. In such event the Agreement shall

come to an end on the expiry of the period of notice.

Article 13 - Consultation

(a) The Government of Hong Kong and the Government of Sweden agree to
consult together, at the request of either Government, on any

matter arising from the implementation of these arrangements.
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(b) 1If the Government of Sweden considers that as a result of the
application of these arrangements there is undue conceatration of
exports or the possibility thereof in any particular product, the
Government of Hong Kong agrees to consult with a view to

appropriate remedial actionm.

Article 14 - General

Annexes I, II, III, IV and V hereof shall be an integral psart of this
Memor andum.

For the Government of For the Government of

Sweden Hong Kong

. kel
N.W.H. Macleod

Director of Trade

Signed at Hong Kong
20 June 1983
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ANNEX III

Products subject to the Export Authorization System

For the full description and classification numbers of the groups see
Annex I.

Group No. Description
12 Travelling rugs
13 Bed Llinen
14 Towels

20 Sails
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ANNEX IV

Definition of "impregnated fabrics" for the purpose of Article 2

I. Fabrics of cotton, wool or man-made fibres or any blend containing omne
or more of those fibres in which either wool represents 17 per cent or more
by weight or any or all of those fibres in combination represent 50 per cent
or more by weight of the unfinished fabric shall be defined as "impregnated
fabrics" where those fabrics have been impregnated, coated, covered cr
laminated with preparations of cellulose derivatives or of other artificial
plastic materisals whatever the nature -f the plastic material (compact,
foam, s=ponge or expanded).

2. The definition does not cover:

(a) fabrics which, after impregnation, coating, covering or
lamination, cannot, without fracturing, be bent manually agound a
cy%inder of a diameter of 7 mm at a temperature between 15°C and
30°C.

(b) fabrics either completely embedded in artificial plastic material
or coated or covered on both sides with such material.
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ANNEX V

Definition of children's wear for the purpose of Annex II

The denomination "children's wear” in this Memorandum of Understanding
includes all garments sized up to 127 centimetres.



