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KOREA - RESTRICTIONS ON IMPORTS OF BEEF

Follow-up on the Panel reports1

Communication from Korea

The following communication, dated 16 July 1993, has been received
from the Permanent Mission of Korea, with the request that it be
circulated to contracting parties.

IMPLEMENTATION OF PANEL REPORTS ON
KOREAN BEEF IMPORT RESTRICTIONS

1. In accordance with the recommendations in Panel Reports (L/6503,
L/6504 and L/6505) adopted on 7 November 1989, and as a follow-up to the
agreements contained in L/6697, dated 9 July 1990, Korea held
consultations with three contracting parties in the dispute from

11 June 1992 to 15 July 1993 and, as a result, reached agreements with
those parties.

2. The agreement with the United States was signed on 15 July 1993,

The agreements with Australia and New Zealand were initialled on an

ad referendum basis on 12 and 15 July 1993 respectively, and will soon be
formally signed. o

3. The three agreements are almost identical. The main points of the
agreements are as follows:

(1) General provisions

(a) The agreements will be implemented on a most-favoured-nation
(m.f.n.) basis.

(b) Bilateral comsultations will be held no later than 1 June 1995
regarding the implementation of the GATT dispute settlement
panel recommendations and Balance-of-Payments Committee
decision.

1Complaint by Australia - BISD 36S5/202.
Complaint by New Zealand - BISD 365/234.
Complaint by the United States - BISD 36S/268.

93-1243
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(2) Market access

Base amounts
(a) The base'(minimum) amounts to be imported on a customs clearance
basis for the three-year period beginning 1 January 1993 and
ending 31 December 1995 will be as follows:
1993 1994 1995
99,000 MT 106,000 MT 113,000 MT

(b) The base amount will be divided between SBS shares and the
general tender system.

Simultaneocus buy/sell (SBS)

(¢) The SBS annual shares for the three-year period beginning
1 January 1993 and ending 31 December 1995 will be as follows:

1993 1994 1995
9,900 MT 21,200 MT 33,900 MT

(3) Relationship to the GATT

Korea reaffirms its undertaking to eliminate its remaining import
restrictions on beef or otherwise bring them into conformity with
GATT provisions as included in the report of the BOP Committee on
Consultations with Korea adopted by the GATT Council on

7 November 1989.

Attachments:

1. Record of Understanding with the United States
2. Record of Understanding with Australia
3. Record of Understanding with New Zealand
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RECORD OF UNDERSTANDING
BETWEEN THE GOVERNMENT OF THE REPUBLIC OF KOREA AND
THE GOVERNMENT OF THE UNITED STATES OF AMERICA
ON MARKET ACCESS FOR BEEF

The Government of the Republic of Rorea and the Government of the
United States of America, recognizing the recommendations of the
General Agreement on Tariffs and Trade (GATT) dispute settlement
panel report on Korean import restrictions on beef (L/6503) as

- well as the report of the GATT Balance of Payments Committee
(BOP/R/183/Add.1) concerning Korea, and the April 1990 bilateral
Record of Understanding Between the Government of the Republic of
Korea and the Government of the United States of America on Beef,
have agreed as follows:

I. GENERAL PROVISIONS

A. The Governments of the Republic of Korea (ROKG) and the
United States of America (USG) confirm that this Recerad
of Understanding and its attachments (hereinafter
referred to as "Understanding”) will be implemented on a
Most-Favored=Nation (MFN) basis.

B. Conditions and levels of importation and sale of imported
beef and all other provisions preovided for in this
Understanding shall not be impaired or modified by either
government without prior consultation and mutual
agreement.

C. This Understanding is the second Understanding between
the ROKG and USG cencerning market access for beef. This
Understanding reflects the desire of the Parties to
implement the GATT dispute settlement panel
recommendations and Balance of Payments Committee
determinations. Consultations between the Parties

regarding such measures will be held no later than June
1, 19895,

D. Unless otherwise specified in this Understanding, all
provisions of this Understanding shall become effective
upon the date of the exchange of letters confirming this
Understanding between the ROKG and USG.

IX. DEFINITIONS
For the purposes of this Understanding:
"Base amount" means the minimum annual amount, on a customs
Cleared bas;s, expressed in metric tons, of beef to be
1mported Lnto the Republic of Korea.

"Beef" means all meat of bovine animals, fresh chilled or
frozen, as claSSLIled under HS 0201 and HS 0202. 2All tonnage
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specified in this Understandlng is given in reta11 weight
equivalent.

"Customer" means any individual private enterprise, firm,
business or grouping thereof that under the terms of this
Understanding has the right to import beef through NLCF and
KCsC.

"End-user" means any individual private enterprise, firm,
business, or grouping thercof, and/or their buying agents
that has the right to import beef through any super-group
except NLCF or KCSC.

“Large—-scale outlet" means a store with a total sales space
of 3,000 square mecters or more and with morc than 30 percent
of the total sales space operated by the owner.

"Mark-up” means the charge collected by the ROKG expressed as
2 percentage of the duty-paid c¢.i.f. price.

"Partics" means the Government of the Republic of Korea and
the Government of the United States of America.

"SBS share" means the minimﬁm portion of Lhe base amount Llhat
must be allocated through the SBS systen.

"SBS sub-share" means the portion of the SBS share that must
be allocated to a super-group.

"SBS system' mcans the system ihrough which suppliers of beef
imported into the Republic of Korea conduct business directly
with super-groups, end-users, or customers.

"Super=-group" means an organization or association of end~
users that has the right to import beef under the SBS system
and. as appropriate, allocate SBS sub-shares among its
affiliatcd end-users, and shall include the following
entitiea, subject to the conditions and terms specified in
this Understanding: the National Livestock Cooperatives
Federation and its subsidiary companics (NLCF); Korca Cold
Storage Company. Ltd, (KCSC); Korea Tourist Hotel Supply
Center (KTHSC); Korca Meat Industrics Asscciation (KMIA);
‘Korea Super Chain Association (KOSCA): and a non~tourist
restaurant organization (NTRO) to be formed for the purpose
of importing and allocating imported beef.

"Supermarket” means a retail store whose'principal business
is the sale of food and beverages.

"Tourist hotels" means tourisL:hotels as defined by .the
Korean Foreign Trade Act and related and referenced
regulations.
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"Tourist restaurants” means tourist restaurants as defined by
‘the XKorean Foreign Trade Act and related and referenced
regulations.

III. MARKET ACCESS MEASURES ~- BASE AMOUNTS

A. The base amounts are the minimum to be imported on a customs
cleared basis for the three~year period beginning January 1,
1993 and ending December 31, 1995 and shall be as follows:

1993 99,000 metric tons
1994 106,000 metric tons
1895 113,000 metric tons

B. These base amournts shall be divided between SBS shares in the
SBS system, as specified in this Understanding, and the
general tender system. The general tenders shall be
published in domestic Korean newspapers, and the results of
those tenders, whan the results become known, shall be made
available to any interested party upon request,

IV. MARKET ACCESS MEASURES -- SIMULTANEOUS BUY/SELL (S$BS) SYSTEM
A. GENERAL

1. NLCF, KCSC, and KTHSC, which participated under the 1990
Understanding, shall participate in the SBS system as
super-groups under this Understanding. New super-groups,
end-users, and customers will be added to the SBS systenm
over the term of this Understanding as specified in this
Understanding.

2. The SBS system, as specified in this Understanding, will
be implemented not later than August 1, 1993. However,
1993 SBS shares and sub-shares will be allccated to
super-groups -not later than the date of the exchange of

letters confirming this Understanding between the USG and
ROKRG.

3. The ROKG shall take no action to increase the price of
beef entering under the SBS system above the price of
similar beef imported under general tender.

B. TFRAMEWORK FOR SBS SYSTEM

1. ANNUAL MINIMUM SBS SHARE AND SUB-SHARE ALLOCATIONS

(a) The SBS annual shares are the minimum to be allocated
undgr the SBS system for the three-year period
beginning January 1, 1993 and ending December 31,
1595 and shall be as follows:
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1993 9,900 metric tons
1594 21,200 metric tons
1595 33,900 metric tons

(b) Annual sub-shares to be allocated to SBS super-groups

shall be as follows (expressed in metric tons, retail
weight equivalent):

i 1993 : 1994 [ 1995
NLCF 2,970 3,330 £,254
RC5C 2,970 3,330 5,254
KTHSC 3,960 4,664 5,424
NTRO 2,000 2,712
KMIA 4,676 7,118
ROSCA 3,200 8,138

2. SCHEDULE FOR ADDITION OF NEW ENTRANTS

(a)

(b)

(c)

In 1993 the SBS sub-shares will be allocated by the
ROKG anmong the three super-groups (KTHSC, NLCF,
KCSC), according to the schedule set out in section
IV.B.1.b of this Understanding. These super-groups
shall import beef on behalf of affiliated end-users
(except in the case of NLCF and KCSC) without the
participation, direction, or other invelvement of the
LPMO or ROKG.

Beginning January 1, 1994 NTRO and KMIA will have the
right to participate as super-groups, and will each
be allocated an SBS sub-share by the ROKG, according
to the schedule set out in section IV.B.1.b of this
Understanding. KMIA and NTRO will allocate SBS
sub-shares to their affiliated end-users and conduct
transactions without the participation, direction, or
other involvement of the LPMO or ROKG.

Beginning October 1, 1994, KOSCA will have the right
to participate as a super=-group and will be allocated
an SBS sub-share by the ROKG, according to the
schedule set out in section IV.B.1l.b of this
Understanding. The KOSCA super-group will allocate
SBS sub-~shares to its affi:lated end-users and
cenduct transactiens without the participation,

direction, or other involvement of the LFMO or ROKG.
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Criteria feor determining eligikility for SBS
participation of current and future KOSCA members are
set out in section IV.C.1 of this Understanding.

Beginning January 1, 1995, any member of KOSCA not
eligible to import through the KOSCA super-group, as
csutlined in section IV.C.l1l of this Understanding,
shall have the right to participate in the SBS system
as customers under NLCF and KCSC. For the sake of
compercial convenience, such individual KOSCA members
shall have the right to negotiate and place
collective orders through NLCF and KCSC.

Also beginning January 1, 1995, any butcher shops
that are or become registered dealers of imported
beef shall have the right to participate in the SBS
system as customers under NLCF and KCSC. Fer the
sake of commercial convenience, such individual
butcher shops shall have the right to negotiate and
place collective orders through NLCF and KCSC.

Beginning August 1, 1993, and in 1994 and 1995,
KTHSC, as a super-group, will administer the portion
of the SBS system under which individual tourist
hotels and restaurants, as end-users, have the option
to purchase beef through KTHSC or directly from
foreign suppliers.

C. ADDITIONAL PROVISIONS FOR SBS SYSTEM

1. KOSCA MEMBER PARTICIPATION IN THE SBS SYSTEM

(a)

(®)

(c)

Direct outlets of KOSCA member companies shall have
the right to participate in the SBS system as end-
users affiliated with the KOSCA super-group.
Franchise outlets of KOSCA member companies that are
or become registered dealers of imported beef shall
have the right to participate in the SBS system as
custoners of NLCF and KCSC.

Any outlet of a KOSCA member company that is a large-
scale ocutlet shall be excluded from SBS
participation, except as provided for in sub-
paragraph (c).

Notwithstanding sub=-paragraph (bk), and
notwithstanding whether a XOSCA member company outlet
is affiliated with a large-scale outlet that is not a
supermarket, such KOSCA member company outlets that
are operated as super-markets shall have the right to

participate in the SBS system in the manner specified
in section IV.C.1l.a.
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NOTIFICATION

The SBS sub-shares for a calendar year shall be dividoed
by the super—-groups into quarterly allocations in such a
way as to reflect seasonal consumption patterns. These
quarterly allocations shall be announced prior to the
beginning of each calendar ycar. The allocations shall
be expressed in metric tons, retail weight egquivalent.
SBS sub—share notifications shall be made available to
any interested party on request.

PURCHASING AUTHORITY

(a) End=users shall have the right to sign contracts and
negotiate all terms of sale, including price,
quantities, specifications, terms of delivery, etc,
Customers shall have the right to negotiate all terms
of sale, including price, quantities, specifications,
terms of delivery, etc.

(b) End-users or their designated agents, and customers,
shall have the right to apply to the appropriate
super-group for import authorization amounts under
the SBS sub-share, Such authorization shall be
granted by the super—=groups upon request., End-users
and customers shall be granted such access to
sub-shares through super—groups, as established in
this Understanding, until the sub-share is exhaugtcd.
Once an end-user or customer receives authorization
to import, there shall be no further involvement by
the super—group in the commercial transaction, with

- the exception that NLCF ard KCSC will purchase and
import beef on behalf of their customers.

(¢) Direct or indirect charges imposed by super—-groups
for importing beef on behalf of their customers shall
not exceed reasonable administrative costs and
expenses associated with such importation. Direct or
indirect charges imposed by super=groups for
administering the allocation of SBS sub—=shares to
end-users shali not exceed reasonable administrative
costs and expenses associated with such allocation.
Super~groups shall make details of all such
administrative costs and e¢xpenses available to any
interested party upon request and shall not extract
profits beyond the extent of such costs and expenses.
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ALLOCATION OF SBS SUB-SHARES BY SUPER-GROUPS TO END~USERS

(a) The allocation of sub-shares to end-users shall be
the sole respensibility of super-groups. The
procedures and criteria for allocation of these
sub-shares shall be fair, equitable, transparent, and
implemented in good faith. These criteria must be
announced and published. To facilitate orderly

- marketing and development of normal commercial
relationships between end-users and foreign
suppliers, super-groups shall implement an allocation
system that encourages stable, long-term commercial
relationships between end-users and foreign suppliers
while making provision for the entry of new end-
users. Anticipating the addition of new end-users,
the super-groups must have agreed procedures and
criteria for distributing SBS sub-shares among their
affiliated end-users.

(b) Unused end-user sub-shares must be reallocated, prior

to Octcober 1 of the calendar year, by the super-
group.

NLCF AND RCSC SUPER-GROUPS AND IMPORTATION OF BEEF ON
BEHALF OF THEIR CUSTOMERS

Notwithstanding sections IV.C.3 and IV.C.4, not later
than October 1, 1594, NLCF and XCSC will set and announce
the standard by which they will purchase beef on behalf
of their customers.: This standard will be equitable,
established in a transparent manner, and based on the
following principles: NLCF and XCSC, taking into account
their S8S shares and the number of their customers, will
determine an appropriate ceiling for each custemer and
import on behalf of the customer amounts requested under
the ceiling, and in doing so shall not discriminate
unfairly against any customers. As long as a customer’s
request meets the standard thus established, NILCF and
KCSC will carry out the importation on behalf of their
customers without imposing further conditions.

IMPORTATION, UTILIZATION, AND DISTRIBUTION OF SBS PRODUCT

(a) Except as otherwise specified in this Understanding,
there shall be no restrictions placed by the ROKG or
any super-group on beef (regardless of country of
origin, product type, or specification, whether
grass—-fed or grain-fed or whether fresh chilled or
frozen) 1mported under the SBS system, including
processing requirements, labeling, pricing, marking
or packaging requirements or other barriers to
legitimate importation, ¢ tribution, and sale, that
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(b)

(<)

. SBS

(a)

create unnecessary obstacles to trade or otherwise
undermine the objectives of this Understanding. Beef
imported under the SBS system must be distributed and
sold through legal channels in conformance with
Korean regulations.

Any SBS sub-share that is not fully used by a super-
group in any of its quarterly allocations shall be
transferred to that supere-group’z allocation for the
subsequent quarter, except that any SBS sub=-share
that is not fully utilized by a super-group by the
end of the third calendar year quarter shall be
reallocated to all other super-groups on a pro rata
basis, in proportion to their respective entitlements
under the SBS system, for their use in the f£inal
calendar year quarter. Such reallocation shall be
made no later than October 15. With regard to any
such pro rata share that is reallocated to KTHSC, any
part of that reallocation used by KTHSC end-users
shall be subject to the percentage mark-up specified
in section IV.C.7.2 of this Understanding.

Neither the ROKG nor LPMO shall take any action to
discourage super-groups and their end-users or
customers from imperting or using their SBS shares or
sub~-shares, as appropriate, as allocated under the
terms of this Understanding.

MARK-UP

A single, uniform percentage mark-up shall be applied
to all types of bheef purchased under the SBS systen
and shall be equal to the difference between the
duty~paid price, c.i.f. Korea, and the price for all
boneless cuts of imported grain-fed high quality
beef, based on the purchases cf the Livestock -
Products Marketing Organization (LPMO) sold in the
general tender system. Such prices shall be
determined by calculating the average prices cver the

immediately preceding thres~month period. The mark-

up shall be recalculated monthly. This marke-up shall
be publicly announced and published prior to becoming
effective, However, in the event that the mark-up in
any menth is in excess of the current percentage
mark-up in the general tender market, the mark-up in

- the SBS system shall be recalculated weekly on a

uniform basis using the latest available c.i.f. and
general tender price data for the immediately.
preceding month. _
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{b) The mark-up applied to beef subject to a contract
shall be the mark-up in effect on the date of the
contract.

(¢) Notwithstanding subparagraph (a), in further
implementation of the findings of the GATT dispute

settlement panel on beef, during 1993 the mark-up on

beef shall not exceed 100 percent of the weighted
average percentage mark-up applied to imperted

boneless grain~-fed high quality beef during calendar

year 1992, as derived from data in Attachment IX.

During 1994, the mark-up on beef shall not exceed 95

percent of the weighted average percentage mark-up

applied during calendar year 1592. During 1995, the

mark-up on beef shall not exceed 90 percent of the
weighted average percentage mark-up applied during
calendar year 19¢2. There shall be no minimum mark-

up e

(d) Notwithstanding subparagraph (a), the mark-up for
beef imported by KTHSC for tourist hotels and
restaurants shall be no more than 2 percent of the
duty-paid ¢.i.f. price, except for cuts of beef
specified in Attachment II.

(e) The ROKG, LPMO, and super-groups shall neither
directly nor indirectly exert any influence on

pricing decisions of end~users aside from the mark-

- ups agreed upon in this Understanding.

SAMPLES

The importation of samples will be allowed under the SBS

system, and the sampie quantities shall be counted as

part of the SBS share. Samples shall not be subject to
the mark-up. All super-groups shall be responszble for

establlshlng their sample import systems.

BID AND PERFORMANCE BONDS AND LETTERS OF CREDIT

‘The utilization of bid and>performance bonds and/or

letters of credit shall be at the option of SBS
participants.

SHORT WEIGHT CLAIMS

short weight claims shall be resolved between buyers and

sellers.
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11,

12,

13,

14.

15,

MINIMUM PURCHASE UNIT

There shall be no governmental restrictions on the
minimum purchase unit of beef imports.

PRODUCT COVERAGE

Product coverage for the SBS system shall be the same as
for the overall Understanding, as defined in section II
for the term "beef" and shall include all product
classified under HS 0201 and HS 0202.

PURCHASING FREQUENCY

There shall be no governmental restrictions on the timing
of purchases by customers, end-users, or their designated
agenis.

RECORD-KEEPING

Approved super-groups shall administer record-keeping of
purchases to ensure compliance with the annual and
quarterly SBS shares.

DELIVERY PERIQODS

Delivery shall be determined between the end-user or
customer and seller. Delivery of products purchased
under quarterly SBS shares may ke shipped in subsequent
guarters as long as deliveries are completed within 60
days following the end of the calendar year in which the
product was purchased.

RELATIONSHIP TO THE GATT

A,

with regard to beef, the ROKG reaffirms its undertaking
te eliminate its remaining import restrictions or
otherwise bring them into conformity with GATT provisions
as provided in the conclusion of the report on the GATT
Balance of Payments Committee on consultations with the
Republic of Korea adopted by the GATT Council on November
7, 198s.

Notwithstanding the akove, both Parties reserve thneir
rzights under the GATT.
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VI. CONSULTATION PROVISION

A,

The Parties agree to consult promptly at the regquest of
either Party on any matter relating to this
Understanding.

The Parties shall consult quarterly to ensure full
implementaticn ¢f this Understanding. The first such
consultations shall take place not later than October 1,
1923, The agenda for these censultaticns may include,
inter alia, problems caused by employing the mark-up
specified in section IV.C.7.a of this Understanding and
problems in access for end-users and super-groups under
the SBS system in accordance with requirements of this
Understanding.
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ATTACHMENT !

LPM0 DATA FOR CALCULATION CF ;292 AVERAGE MARK-UP

* Wholesale Price, Duty-pald price, ¢.i.f. for Imvortecd Beef

8¢.1 S2.2 9%2.3 92,4 9z.5 92.6 S92.7 52.8 92.8 92.10 92.11 82.12 AVG.

V’h .' PARTrOANS N
PEIEEIAT 6,038 5.407 6,510 7,531 7.418 6.811 7.021 7,182 6.802 7.52¢ 9.730 8.757 7,235

CRask CiFrtariff 3,504 3,75 3.886 3.906 3897 3,76¢ 3,54 3,537 3,52 1696 3,89 3,829 3,728

(A)}-(8) 2,234 2,881 2,824 3,685 3,522 3,047 3,507 3,545 3,281 3,929 5,801 5,928 3,508
Vaiume 3,885 1,335 1.945 1,881 2,414 2.2.1 2,281 3,362 3,029 1,885 1,397 1,81€ 2,278

whoiess
%deerkpgﬁidi 5,936 5,759 5.285 6,028 5,975 S,606 5,008 5,793 5,451 8,084 7,525 7.312 6,132
€00 ClFetaiff 2,882 2677 2750 2,749 2,732 2,585 2.946 2,526 2,912 2812 2.902 2,800 2,812

(A)-(8}) 3,254 3,082 2,535 3,290 3,247 2.72¢ 3,080 2,867 2.539 3,182 4,624 4,412 3,320
Volume 77 129 238 188 179 8 43 44 93 196 272 27 125

Wholesa] .
price(A] 6,349 6,087 §,523 6,983 6.500 5,731 5,002 6,100 5.661 7,527 8,332 8.358 6,600
8

CIF*tafaff 3,507 3,887 3,843 3,367 3,740 3,788 S4 3,628 3,605 3,608 3,675 3,674 3,646

(A}-(B) 2,842 2,500 2,877 3,316 2,750 1,965 2,348 2,472 2.056 4,018 4,657 5,184 2,954
Voiyme 83z 287 303 518 702 727 668 1,138 893 306 473 688 623

CLL L LY ¥ L

Wh
T88ung TOlESIS 6123 5.941 5.56¢ 6,395 6,343 5,850 5.559 6.135 5,725 6,833 7.263 7.278 6.211
CIFtypiff 3,385 3,818 3,522 3,576 3,649 3,885 3,297 3754 3,799 3,882 3,728 3731 3,543

(A)=(8) 2,748 2,522 2,142 2,819 2,700 1,954 1,762 2,382 1,926 3,15, 3,534 3,848 2,569
Volyme 33z 137 27 108 188 g8 127 223 353 220 308 56 203

whi y
Short belestlt 10,072 10,085 8,881 10,340 10,120 10,281 10,900 11,741 11,671 13,629 12,709 11.422 11,041
RoBs CIFetariff 4,803 4,885 4768 4,726 4,639 4,557 4,708 4,707 4,688 4,670 4796 4.797 4.7

(a}-(B) 5,269 E,240 5,093 5,616 5,431 &,524 6,192 7.034¢ 7,002 8,351 7,813 6,825 6,302
Volume 1,071 484 587 53§ 738 748 654 1,171 788 453 78l 692 731

Kneekle

a3

wgglggflf §,781 7,089 7,080 7,830 7,839 7,217 7,453 7,825 7,250 8,356 8,797 8,854 7,749
CIFwtaférf 3,900 3,881 3,943 3,933 3,951 3,830 3,743 3,789 3,719 3,781 3,844 3,986 3,867

{&)-(8) 2,881 3,178 3,107 3,887 3,683 3,287 3,704 4,036 3,531 4,575 5,853 5,868 3,882
Volume 6,197 2,572 3,400 43,027 4,191 3.881 3,771 65,835 5,156 3,070 3,202 3,379 3.966

evcama

Average

o] r

Note: §r‘ces are fog Uon/Ki'logram. 1Us8$=758.3 (as of May 7, 1203)
ume 1§ in Met 15 tons. ) .
veraje 1s weignted average and may slightly differ, due to rounding.

ﬂ:?ﬁ-’:’ﬂ 'éxé‘r‘légé 3s 2 percentage of duty paid import price
SCll2Bl . 3882/3867 = 100.38%
Source: MAFF/ROKG
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The feollowing five cuts of beef, as defined in the Natiocnal
Association of Meat Purveyors Meat Buyers Guide, imported by
KTHSC for tourist hotels and restaurants shall be subject to the
mark-up level specified in section IV.C.7.a of this

Understanding:
CUT MEAT BUYERS GUIDE REFERENCE
Shoulder Cled 114,1143, 114B
| chuck Roll 1162
short Rib 123, 123A, 123B; 123C
Knuckle 167, 167A, 167B
Tep Round 168, 169

e e

All other beef imported by KTHSC for tourist hotels and
restaurants shall be subject to the mark-up level specified in
secticn IV.C.7.d of This Understanding.
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RECORD OF UNDERSTANDING

BETWEEN THE GOVERNMENT OF THE REPUBLIC OF KOREA AND
THE GOVERNMENT OF AUSTRALIA
ON MARKET ACCESS FOR BEEF

The Government of the Republic of Korea and the Government of
Australia, recognizing the recommendations of the General
Agreepent .on Tariffs and Trade (GATT) dispute.settlement panel
report on"Korean import restrictions on: beef (L/6504) as well
as the report of the GATT Balance of Payments Committee
(BOP/R/183/Add.1) concerning Korea, and the May 1990 bilateral
Record of Understanding between the Govermment of the Republic
of Korea and the Government of Australia on beef,

have agreed as follows:

I . GENERAL PROVISIONS

A. The Goveraments of the Republic of Korea amd Australia
confirm that this Record of Umderstanding and its
attachments (hereinmafter referred to 2s "Understanding”
will be implemented on & Most-Favored-Nation (MFN) basis.

w

Conditions and levels of importation and sale of imported
beef and all other provisions provided for in this
Upderstanding shall pot be impaired or modified by either
Government without prior comsultation and mutual
agreenent.

C. This Understanding is the second Understanding between
the Goverspment of the Republic of Korea and the Government
of Australia on market access for beef. This Understanding
Understanding reflects the desire of the Parties to implement
the GATT dispute settiement penel! recommendations and Balance
of Payments Commitee determinations. Comsultations between
the Parties regarding such measures will be heid no lster
than June 1, 199S5. ‘

D. Unless otherwise specified in this Understanding, all
provisions of this Understanding shall become effective
upon the date of the exchange of letters confirming this
Understanding between tbe Government of the Republic of
Korea and the Govermment of Australis.

I . DEFINITIONS
For the purposes of this Understanding :
"Base amount” means the minimum annual ampount, on 2 customs
¢cleared basis, expressed in metric toms, of beef to be
imported into the Republic of Korea.

"Beef" means all meat of bovine animalé, fresh, chilled or
frozen, as classified under HS 0201 and BS 0202. All tonmnage
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specified in this Understandiag is g1ven in retall weight
equivalent.

"Customer” means any individual private emcerprise, firm,
business or grouping thereof that under the terms of this
Understanding has the right to import beef through NLCF and
KCSC.

"End-user” means any individual private enterprise, firm,
business, or grouping thereof, and/or their buying agents
that has the right to import beef through any super-group
except NLCF or KCSC.

"General tender system” is the impbrt and distribution systep
for beef imported into the Republic of Korea, excluding that
which is supplied through the SBS system.

"Large~scale outlet” means a store with a total sales space
of 3,000 square meters or mere and with more than 30 percent
of the total sales space operated br the owner.

"Mark-up” means the charge collected by the ROKG expressed as
a percentagé of the duty-paid c.i.f. price.

"Parties" means the Government of the chub11c of Korea and
the Government of Australia.

"SBS share" means the portion of the base amount that
must be allocated through the SBS system.

"SBS sub~share"” means the portion of the SBS share that pust
be allocated to a super—-group.

"SBS system" means the system through which suppliers of beef
imported into the Republic of Korea conduct business directly
with super—groups, end-users, Or customers.

"Super-group” means an organization or association of end-
users that has the right to import beef under the SBS system
and, as appropriate, allocate SBS sub-shares among its
affiliated end-users, and shall! include the fecllowing
entities, subject to the conditions and terms specified im
this Understanding : the National Livestock Cocperatives
Federation and its subsidiary companies (NLCF) ; Korea Cold
Storagz Company, Ltd. (KCSC); Korea Tourist Hotel Suppiy
Center (KTHSC); Korea Meat Industries Association (KMIA);
Korea Super Chain Association (KOSCA); and a non-tourist
restaurant organization (NTRO) to be formed for the purpose
of importing and allocating imported beef.

"Supermarket” means a retail store whose principal business
is the saie of food and beverages.

"Tourist hotels" means tourist hotels as defined by the
Korean Foreign Trade Avt and related and referenced
regulations.
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IIT1.

Iv.

"Tourist restaurants” means tourist restaurants as defipned by
the Korean Foreign Trade Act and related and referenced
-regulations.

"Wholesale market"” is the market for auctiom and
distribution of beef imported uvnder General Tenders, other
than that which is directed to NLCF and KCSC for further
processing.

MARKET ACCESS ~- BASE AMOUNTS

The base amoupts are the minimum to be imported on a customs
cleared basis for the three-vear period begianing January 1,
1993 and ending December 31, 1995 and shall be as follows:

1993 99,000 metric toms
1994 106,000 metric tons
1995 113,000 metric tons

These base amounts shall be divided between SBS shares in the
SBS system, as specified in this Understanding, and the
genera] tender system. The genmeral tenders shall be
published in domestic Korean newspapers, and the resulits of
those tenders, when the results become known, shall be made
available to any interested party upon request.

MARKET ACCESS MEASURES -- SIMULTANEOUS BUY/SELL (SBS) SYSTEM

GENERAL

1. NLCF, KCSC, and XTHSC, which participatod under the 1999
Understanding, shall participate in the SBS system as
super~groups under this Understamding. New super-groups,
end-users, and customers will be added to the SBS systenm
over the term of this Understanding as specified in this
Understanding. “

2. The SBS system, as specified in this Understanding, will
be implemented not later than August 1, 1993. Bowever,
1993 SBS shares and sub=-shares will be allocated to
super-groups not later than the date of the exchange of

letters confirming this Understanding between the Gevernment

of the Republic of Korea and the Govermment qf Australia.

3. The ROKG sball take no action to increase the price of
beef estering under the SBS system above the price of
similar beef imported under general tender.

FRAMEWORK FOR SBS SYSTEM
1. ANNUAL SBS SHARE AND SUB-SHARE ALLOCATIONS
(a) The SBS annual shares are the amount to be allocated
under the SBS system for the three-year period

beginning January 1, 1993 and ending December 31,
1995 and shall be as fallows:
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1993 9,900 metric toms
1994 21,200 metric tons
1995 33,900 metric tonms

(b) Annual sub-shares to be allocated to SBS super-groups
shail be as follows (cxpressed in metric tons, retail
weight equivalent) :

1993 1994 1995
NLCF . 2,970 3,330 5,254
RCSC 2,970 3,330 . 5,254
KTHSC 3,960 4,664 5,424
NTRO 2,000 - | 2,712
KMIA 4,676 7,118
KOSCA 4 : 3,200 | 8,138

2. SCHEDULE FOR ADDITION OF NEW ENTRANTS

(a) In 1993 the SBS sub-shares will be 2llocated by the
ROKG among the three super-groups (KTHSC, NLCF,
KCSC), according to the schedule set out in section
IV.B.1.b of this Understanding. Tbese super-groups
shal]l import beef on bebalf of affiliated end-users
(except in the case of NLCF and KCSC} without the
participation, direction, or other involvement of the
LPMO or ROEG.

(b) Beginning January 1, 1994 NTRC and KMIA will have the
right to participate as super-groups, and will ecach
be allocated an SBS sub-share by the ROKG, according to
the schedule set out in section IV,B.1.b of this
Understanding. KMIA and NTRO will allocate SBS
sub-shares to their affiliated end-users and conduct
transactions without “he participation, direction, or
other invoivement of the LPMO or ROKG.

(c) Beginning October 1, 1994, KOSCA will have the right
to participate as a super-group and will be allocated
an SBS sub-share by the ROKG, according to the
schedule set out in section IV.B.1.b of this
Understanding. The KOSCA super—group will allocate
SBS sub-shares to its affiliated end-users and
conduct transactions without the participation,
direction, or other involvement of the LPMC or ROKG.
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(d)

(e)

(f)

Criteria for determining eligibility for SBS
participation of curreat and future KOSCA members are
set out in section IV.C.1 of this Understanding.

Beginning January 1, 1995, any member of KOSCA not
eligible to import through the KOSCA super-group, as
outlined in section IV.C.1 ¢f this Understanding,
shall bhave the right to participate in the SBS systea
as customers under NLCF and KCSC. For the sake of
commercial convenience, such individmal KOSCA members
shall bave the right to negotiate and place
collective orders through NLCF and KCSC.

Also begimning January 1, 1995, any bdtcher shops
that are or become registered dealers of imported
pbeef shall have the right to participate in tbe SBS
system as customers under NLCF and KCSC. For the
sake of commercial comvenience, such individual
butcher shops shall have the right to negotiate and
place collective orders through NLCF and KCSC.

Beginning Avgust 1, 1993, and in 1994 and 1995,
KTHSC, as a super-group, will administer the portiom
of the SBS system under which individuai tourist
botels and restaurants, as end-users, have the option
to purchase beef through KTBSC or directly from
foreign suppliers.

C. ADDITIONAL PROVISIONS FOR SBS SYSTEM

1. KOSCA MEMBER PARTICIPATION IN THE SBS SYSTEM

(a)

(b)

(e)

Direct outlets of KOSCA member companies shall have
the right to participate in tbe SBS system as end~
users affiliated with the KOSCA super-group.
Franchise outlets of KOSCA member companies that are
or become registered dealers of imported beef shall
have the right to participate in the SBS system as
customers of NLCF and EKCSC.

Any cutlet of a KOSCA member company that is a large-
scale outlet shall be excluded from SBS
participation, except as provided for in sub-
paragraph (c¢).

Notwithstanding sub-paragrapb (b), and
notwithstanding whether a KOSCA member company outlet
is affiliated with a large~-scale outlet that is not a
supermarket, such KOSCA member company outlets that
are operated as super-markets shall have the right to
participate in the SBS system in the panner specified
in section 1V.C.1.a.
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2. NOTIFICATION

The SBS sub-sbares for a calendar year shall be divided
by the super—groups iato quarterly allocations in such s
way as to reflect seasonal copsumption patterns. These
quarterly allocaticns shall be znnounced prior to the
beginning of each calendar year. The allocations shall
be expressed in metric toms, retajl weight equivalent.
SBS sub-share notifications shall be made available to
any interested party om reqguest.

3. PURCHASING AUTHORITY

(a) End-users shall have the right to sign contracts and
negotiate all terms of sale, iacluding price,
quantities, specifications, terms of delivery, etc.
Customers shail have the right to negotiate all terms
of sale, including price, quantities, specxflcatxons,
terms of delivery, etc.

(b) End-users or their designated agents, and customers,
skall have the right to apply to the appropriate
super—group for iamport authorizatior amounts under
the SBS sub-shbare. Such authorization shall be
granted by the super~groups upon request. End-users
and customers shall be granted such access to
sub-shares through super—groups, as estabiished in
this Understanding, until the syb-share is exbausted.
Once an end-user or customer receives authorization
to import, there shall be no further imvolvement by
the super-group in the coamercial transaction with
the exception that NLCF and KCSC will purchase and
import beef om bebalf of their customers.

(¢) Direct or indirect charges imposed by super-groups
for importing beef on bebalf of their customers shall
not exceed reasosabie administrative costs and
expenses associated with such importatiom. Direct or
indirect charges imposed by super-groups for
administering the allocation of SBS sub-shares to
end~-users shall not exceed reasonable admimistrative
costs and expensecs associated with such allocation.
Super-groups shall make details of all such
administrative costs and expenses available to any
interested party upon request and shall not extract
profits beyond the extent of such costs and expenses.
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4. ALLOCATION OF SBS SUB-SHARES BY SUPER-GROUPS TO END-USERS

(a) The allocation of sub-shares to end-users shall be

the sole responsibility of super-groups. The
procedures and criteria for allocation of these
sub-shares shall be fair, equitable, transparent, and
impiemented in good faith. These criteria must be
announced and published. To faciiitate orderiy
marketing and development of norszal commercial
relationships between end-users and foreign
suppliers, super-groups shall impiement an allocatior
system that encourages stable, long~term commercial

. relationships between end-users ead forsign suppliers

(b)

while making provision for the entry af new end-

users. Anticipating the additiosm of new end-users,
the super-groups must have agreed preocedures and
eriteria for distributing SBS sub-shares among their
affiliated cnd-users

Unused end-user sub-shares must be reallocated, prior
to October 1 of ‘the calendar year, by the super-
group.

5. NLCF AND KCSC SUPER-GROUPS AND IMPORTATION OF BEEF ON
BEHALF OF THEIR CUSTGMERS

Notwithstanding sections IV.C.3 and IV.C.4, not later
than October 1, 1994, NLCF and KCSC will set and anmnounce
the standard by which they will purchase beef on behalf
of their customers. This standard will be equitable,
established in a transparent mapner, and based on the
foliowing principles: NLCF and KCSC, taking into accouat
their SBS shares and the number of their customers, will
determine an appropriate ceiling for each customer and
import on bebalf of the customer amounts requested under
the ceiling, and in doing so shall not discriminate
unfairly against any customers. As lOng as a customer’s
request meets the standard thus established, NLCF and
KCSC will carry out the {mportation on behalf of their
customers without imposing further conditions.

6. IMPORTATION, UTILIZATION, AND DISTRIBUTION OF SBS PRODUCT

(a)

Except as otherwise specified inm this Understanding,
there shall be no restrictions placed by the ROKG or
any super-group on beef (regardiess of country of
origin, product type, or specification, whether
grass-fed or grain-fed or whether fresh, chilied or
frozen) imported under the SBS system, including
processing requirements, labeling, pricing, marking
or packaging requirements or other barriers to
legitimate importation, distribution, and sale, that
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create unnecessary obstacles t0 trade or otherwise
undermine the objectives of this Understanding. Beef
imported under the SBS system must be distributed and
sold through legal channels in conformance with
Korean regulations.

Any SBS sub-share that is not fully used by a super-—
group in any of its quarteriy allocations shall be
transferred to that super-group’s allocation for the
subsequent quarter, except that any SBS sub-share
that is not fully utilized by a superf-group bv the
end of the third calepdar year gquarter shall be
reallocated to all other super-groups on a pro rata
basis, in proportion to their respective entitlements
under the SBS system, for their use im' the final
calendar year quarter. Such reallocatiom sball be
made no later than October 15. Witk regard tec any
such pro rataishare that is reallocated to KTHSC, any
part of tbat reallocation used by KTHSC end-users
shall be subject to the percentage mark-up specified
in section IV.C.7.a of this Understanding.

Neither the ROKG mor LPMO sball take any action to
discourage super—groups and their end-users or
customers from importing or using their SBS shares or
sub—-shares, as appropriate, as allocated under the
terms of this Understanding.

MARK-UP

A single, uniform percentage mark-up shall be applied
to all types of beef purchased under the SBS system
and shall be equal to.the difference between the
duty-paid price, ¢.1.f. Kofea, and the price for all
boneless cuts of imported grain-fed high quality
beef, based on the purchases of the Livestock
Products Marketing Organization (LPMO) scld in the
genera! tender system. Such prices sball be
determined by calculating the average prices over the
immediately preceding three-month period. The mark~
up shail be recalcujated monthly. This mark-up shall
be publicly announced and published prior tc becoming
effective. However, in the event that the mark-up in
any month is in excess of the curreat percentage
mark-up in the gemeral! tender market, the mark-up in
the SBS system shall be recalculated weekiy on a
unifors basis using the latest avaflable c.i.f. and
general tender price data for the immediately
preceding month.
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-10.

{b} The mark-up applied to beef subject to a contract
sha!l be the mark-up in effect on the date of the
contract.

(¢) Notwithstanding sub-paragraph (a), in further
implementation of the findings of the GATT dispute
settlement pane! on beef, during 1993 the mark-up on
beef shall not exceed 100 percent of the weighted
average percentage mark-up applied to imported
bone—less grain-fed high quality beeYf during calendar
year 1992, as derived from data in Attachment I.
During 1994, the mark-up on beef shall not exceed 95
percent of the weighted average percentage mark-up
applied during calendar year 1992. During 1995, the
mark~up on beef shail not exceed 90 percent of the
weighted average percentage mark-up.applied during
calendar year 1992. There sball be 1o minimum mark-

up.

(d) Notwithstanding subparagraph (a), the mark-up for
beef imported by KTHSC for tourist hotels and
restaurants sball be no more than 2 percent of the
duty-paid c¢.1.f. price, except for cuts of beef
specified in Attachment II.

(e) In the event that there are-significant difficulties
arising from discrepancies between the mark-up for
bone-in beef in the wholesale market and the SBS mark-up
in accordance with section IV.C.7 of this Understanding,
the Parties will comsult with each other with a view to
addressing and resolving such difficulties.

(f) The Republic of Korea, LPMO, and super-groups shall
neither directly nor indirectly exert any influence on
pricing decisions of end-users aside from the mark-up
agreed upon in this Understanding.

SAMPLES

The importation of samples will be allowed under the SBS
system, and the sample quantities shball be counted as
part of the SBS share. Samplies skall not be subject to
tbe mark-up. Al!l super-groups shall be responsible for
establishing their sample import systems.

BID AND PERFORMANCE BONDS AND LETTERS OF CREDIT
The utjlization of bid and performance bonds and/or
letters of credit shall be at the option of SBS
participants.

SHORT WEIGHT CLAIMS

Short weight claims shall be resolved between buvers and
sellers.
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11. MINIMUM PURCHASE UNIT

There shall be no governmental restrictions on the
pinisum purchase unit of beef imports.

12. PRODUCT COVERAGE

Product coverage for the SBS system shall be the same as
for the overall Understanding, as defined in section !l
for the term "beef" and shall include al] product
classified under BS 0201 and BS 0202.

13. PURCHASING FREQUENCY

There shall be no governmental restrictions on the timing
of purchases by customers, end-users, or their designated
agents.

14. RECORD-KEEPING

Approved super—groups shail administer record-keeping of
purchases to ensure compliance with the anmual and
quarterly SBS shares. ‘

15. DELIVERY PERIODS

Delivery shall be determined between the end-user or
customer and seller. Delivery of products purchased
under quarterly SBS shares may be shipped in subsequent
quarters as long as deliveries are completed within 60
days fellowing the end of the calender year in which the
product was purchased.

V. GRASS-FED BEEF MARKETING

A. The ROKG will evaluate in 2 transparent manner the iampact
on beef marketing and consumer preferences of the 1993
trial imports of grass—fed beef imto the whelesale market
from July to September 1993,

B. Giving due consideration to the results of the trial marketing
of grass-fed beef im the Xorean wholesale market, the ROKG will
allow gradually increasing tonnages of grass—fed beef to be
distributed in the wholesale market upon the completion of the
trial run. In the event that any difficulty arises in the
market either during the precess of the trial or after its
completion, the Parties will have due recourse to the
consultation provision in section VII of this Understanding
for taking appropriate ameasures to address and resclve such
difficulties.
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VI. RELATIONSHIP TO THE GATT

With regard to beef, tbe ROKG reaffirms its undertaking
to eliminate ifts remaining import restrictions or
otherwise bring them into conformity with GATT provisions
2s provided in tbhe conclugsion of the report on the GATT
Balance of Payments Committee on conmsultations with the
Republic of Korea adopted by the GATT Council! on November
7, 1989.

Noéwithstanding the above, both Particé reserve their
rights under the GATT.

VII. CONSULTATION PROVISION

A.

The Parties agree to copsult promptly at the request of
either Party on any matter relating to this
Understanding. -

The Parties shall consult quarterly to emsure full
implementation of this Understanding. The first such
consultations shball take place not later than Octobper 1,
1993. The agenda for these consultations way include,
inter alia, problems caused by empioying the mark-up
specified in sectien IV.C.7.a of this Understanding and
problems in access for end-users and super—groups under
the SBS system in accordanmce with requirements of this
Understanding.

SIGNED at on this day of July 1993, in the
English language.

For the Goverment of the For the Government of
Republic of Korea Australia
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ATTACHHENT [
(7HO DATA FOR CALCULATICN GF 1992 AVERAGE MARK-UP
* Wholesale Price, Duty-paid pries, ¢.i.¥. for Imported Beef
92.1 82.2 923 S2.4 925 92.5 927 62.8 92.9 92.10 92.11 82.12 AVG.
chuck Whelesia)  s.038 5.407 6,510 7.531 7.419 6.811 7021 7,182 6,802 7,624 9,730 §8.757 7,235
Re§s CiPetaf 3.80¢ 3,756 3.885 916 3.897 378 3,54 357 3521 .69 3,829 3,829 3735
(A}=(B)  2.234 2,851 2.524 3.685 3.522 3.047 3,507 3.545 3,281 3,928 5.900 5,928 3,509
Voiume 3,885 1,335 1,865 1.881 2.414 2.2 2,281 3,362 3,029 1,885 1,397 1.31€ 2,279
gwuh“_‘@ﬁﬁéﬂﬁ 5,936 5,788 5,285 6,029 5,975 §.606 2,008 5,795 5,451 6,084 7,525 7,512 6,132
Cf8a” Clfenarif 2852 2,677 2730 2749 2,732 2,58 2346 2,536 2,812 2.912 2,502 2,800 2,812
(A)-(B)  3.284 3.082 2.535 3,290 3.247 2.72¢ 3,060 2,867 2,539 3,182 4,624 4,612 3,320
Voiume 77128 238 i8S 178 S 43 44 33 196 272 27 125
rackle vholesddS 6,348 6,087 &.520 6.983 5.500 5,731 §.002 6,100 5.661 7,527 8,332 8.358 6,500
¢ Clvtapyff 3,507 3,567 3,843 3,567 3,740 3,765 1,884 3,628 3,605 3,503 3,875 3.674 3,848
(A}-(B) 2,842 2,500 2,877 3,316 2,750 1,965 2,348 2,472 2,055 4,018 4,557 S5.184 2,854
Volume s:z__ 287 3¢ S8 702727 666 1,135 893 305 473 638 628
T8 s olestl?  6.133 5,941 5.66¢ 6.395 6,348 5,830 5.589 6,135 5,725 6,833 7,263 7.278 6.211
3u CFtariff 3,385 3,013 3.522 3,576 3,848 3,638 3,097 3754 3,799 3,882 3728 .73 3,543
(A)-(8)  2.748 2,522 2,142 2,519 2,700 1,954 1,762 2,382 1,826 3,151 3,534 3,648 2,589
Valume 332 137 227 08 1S 185 127 223 383 220 33 56 203
Shore welesily 10.072 10,085 9,881 10,3¢0 16,120 10,29% 10,800 11,741 11,671 13.629 12,708 11,422 11,041
RSBS CIFrtapiFF 4,503 4,865 4,788 726 4,683 4,567 4708 4707 4,889 4,678 4795 4797 473
\
(A)-(B) 5.269 5,260 £,092 S5.5i6 5.431 5,526 6.182 7.034 7,002 3,851 7,913 6.625 6.302
Vol ume 1,071 436 587 535 738 743 654 1,171 788453 781 692 __ 731
Y 1
Aver holesiit  s.7a1 7.059 7,080 7,320 7,838 7,217 7,455 7,825 7,250 8,356 9.797 9,854 7,749
verage Clfvariff 3,900 3,881 3,943 3,533 3,951 3,830 3,749 3,789 3,718 3,781 3,944 3,986 3,867
‘A)-(8) 2,881 3.178 3,107 3.887 3,683 3.287 :.704 4,036 3.531 4,575 5,853 5,868 3,882
Yol ume 6.197 2.372_ 3,400 3.027 4,191 3,881 3.J71 5,835 §,156 3,070 3,202 3,379 3,838
Note: ir]ces are‘fngﬁggq/Kilggram. 1US$=758.3 (as of May 7, 1393)
3e¥@§e‘fs Ellgnteg averige ang may slightly differ, cue to rounding.

g:rkun a (A

rrup expr&gggé as 3 percantage of duty paid import price

(r)-(8)

)
Source:

= 3882/3867 = 100.38%

MAFF/ROKG
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ATTACHMENT II.

CUTS OF BEEF IMPORTED BY KTHSC

The following five cuts of beef, as defined in the National
Association of Meat Purveyors Meat Buyvers Guide and the Handbook
of Australian Meat, imported by KTESC for tourist hotels and
restaurants shall be subject to the mark-up level specified

in section IV.C.7.a of this Understanding.

Meat Buyers Guide
Reference

Handbook of Australian
Meat Reference

Shoulder Clod

114, 114A, 114B

"| 2300(Blade, Clod)

Chuck Roll 1164 2275(Chuck Roll)
2270(Chuck~Square Cut)
Short Rib 123, 123A, 123B, 123C 1690~1694: Bome=in
: 2235-2238 (Rib ends):
Boneless
Knuckle 167, 167A, 167B 2060 (Thick Flank)
2070 (Knuckle)
Top Round 168, 169 2000 (Top Side)

2010 (Inside)

All other beef imported by KTHSC fer tourist hotels and
restaurants shall be subject to the mark-up level specified in
section IV.C.7.d of this Understanding.
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RECORD OF UNDERSTANDING
BETWEEN THE GOVERNMENT OF TBE REPUBLIC OF KOREA AND
THE GOVERNMENT OF NEW ZEALAND
ON MARKET ACCESS FOR BEEF

The Government of the Republic of Korea and the Government of
New Zealand, recognizing the recommendations of the General
Agreement on Tariffs and Trade (GATT) dispute settlement panel
report on Kerean import restrictions on beef (L/6505) as well
as the report of the GATT Balance of Payments Committee
(BOP/R/183/Add.1) concerning Korea, and the May 1990 bilateral
Record of Understanding between the Government of the Republic
of RKorea and the Government of New Zealand om beef,

have agreed as follows:

1 . GENERAL PROVISIONS

A. The Goverameats of the Repuplic of Korea and New Zealand
confirm that this Record of Understanding amd its
attachments (hereinafter referred to as "Understanding”)
will be implemented on a Most-Favored—-Nation (MFN) basis.

B. Conditions and levels of importation and sale of imported
beef and all other provisions provided for in this
Understanding shall not be impaired or modified by ejther
Government without prior consultation and mutua]
agreement.

C. This Understanding is the second Understanding between the
Government of the Republic of Korea and the Government of
New Zealand concerning market access for beef. This Understanding
reflects the desire of the Parties to implement the GATT
dispute settlement panel recommendations and Balance of
Payments Committee determinations. Consultations between
the Parties regarding such measures will be held no later
‘than June 1, 1995. : -

D. Unless otherwise specified in this Understanding, all
provisions of this Understanding shall become effective
upon the date of the signature of this Understanding by
the Government of the Republic of Korea and the Government
of New Zealand.

II . DEFINITIONS
For the purposes of this Understanding :
"Base amount” means the zinimum annual amoynt, on a customs
cleared basis, expressed in metric tons, of beef to be
imported into the Republic of Korea.

‘Beef” means all meat of bovine animals, fresh, chiiled or
frozen, as classified under HS 0201 and HS 0202. All tonnage
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specified in this Understanding is given in retail weight
equivalent.

"Customer” means any individual private enterprise, firm,
business or grouping thereof that under the terms of this
Understanding has the right to import bccf through NLCF and
KCSC.

"End-user® mesns any individual private enterprise, firm,
business, or grouping thereof, and/or their buying agents
that has the right to 1mport beef through any super-group
except NLCF or KCSC.

"General ‘tender systex” is the import and distribution system
for beef iamported into the Republic of Korea, excluding that
which is supplied through the SBS systes.

"Large-scale outlet" means a store with a total sales space
of 3,000 square meters or more and with more than 30 percent
of the total saies space opsrated by the owner.

"Mark~up" means the charge collected by the Government of the
Republic of Korea expressed as a percentage of the duty-paid

¢.i.f. price.

“Parties"” means the Government of the Republic of Korea and tke
Government of New Zealand.

"SBS share’ means the portion of the base amount that
pust be allocated through the SBS systenm.

"SBS sub-share” means the portjion of the SBS share that must
be allocated to a super-group.

“SBS system" means the system through which suppliers of beef
imported into the Republic of Korea conduct business directly
with super—groups, end-users, or customers.

"Super~group’ means an organization or association of end-
users that has the right to import beef under the SBS system
and, as appropriate, ailocate SBS sub-shares among its
affiliated end-users, and shall include the following
entities, subject to the conditioms and terms specified in
this Understanding : the Nationai Livestock Cooperatives
Federation and its subsidiary companies (NLCF) ; Korea Cold
Storage Company, Ltd. (ECSC); Korea Tourist Hotel Supply
Center (KTHSC); Korea Meat Industriss Association (KMIA);
Korea Super Chain Association (KOSCA); and a non-tourist
restaurant organization (NTRO) to be formed for the purpose
of importing and ajlocating imported beef.

"Supermarket” means a retail store wbosé principal business
is the sale of food and beverages.

"Tourist hotels” means tourist hotels as defined by the
Korean Foreign Trade Act and related and referenced
regulations.
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"Tourist restaurants  means tourist restaurants as defined by
the Korean Foreign Trade Act and reiated and referenced

regulations.

"Wholesale Market" is the market for the auction and distribution
of beef imported under General Tenders, other thanm that which is
directed to NLCF and KCSC for further processing.

MARKET ACCESS -~ BASE AMOUNTS

The base amounts are the'ﬁihimum to be ihported on a customs
cleared basis for the three~year period beginning January 1,
1993 and ending Decesber 31, 1995 and shall be as follows:

1993 99,000 metfic tons
1994 106,000 metric tons
1995 113,000 met;ic tons

These base amounts shall be divided between SBS shares in the
SBS system, as specified in this Understanding, and the
general tender system. The general tenders shall de
published in domestic Korean newspapers, and the resuits of
those tenders, when tke results become kmown, shall be made
available to any interested party upon request.

MARKET ACCESS MEASURES -~ SIMUtTANEOUS BUY/SELL (SBS) SYSTEM

GENERAL

1. NLCF, KCSC, and KTHSC, which participated under the 1990
Understanding, shall participate in the SBS system as
super-groups under this Understanding. . New super-groups,
end-users, and customers will be added to the SBS system
over the term of this Understanding as specified in this

Understanding.

The SBS system, as specified in this Understanding, will
be implemented not 'later than August 1, 1993. However,
1993 SBS shares and sub-shares will be allocated to
super—groups not later than the date of the signature of
this Understanding by the Government of the Republic of
Korea and the Government of -New Zzaland.

[ 3N

3. The Government of the Republic of Korea shall take no action
to increase the price of beef entering under the SBS system
above the price of siqizgr beef imported under generz] tender.

FRAMEWORK FOR SBS SYSTEM
1. ANNUAL SBS SHARE AND SUB~SHARE KLLOCATIONS
(a) The SBS annual shares are the amount to be allocated
under the SBS system for the three-year period

beginning January 1, 1993 and ending December 31,
1995 and shall be as follows:
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1993 9,900 metric toss
1994 21,200 metric tons
1995 33,900 metric tons

(b) Annual sub-shares to be allocated to SBS super-~groups

shall be as follows (expressed in metric tosns, retail
weight equivalent) :

1993 1994 1995
NLCF 2,970 3,380 5,254
KCsC 2,970 03,330 5,254
KTESC 3,960 . 4,664 5,424
NTRO 2,000 2,712
KHIA 4,676 7,118
KOSCA | | 3,200 8,138

2. SCHEDULE FOR ADDITION OF NEW ‘ENTRANTS

(a) In 1993 the SBS sub-shares will be allocated by the

(b)

(¢)

Government of ithe Kepublic of Korea among the three
super-groups (KTBSC, NLCF, KCSC), according to the
scheduie set out in section IV.B.1.b of this
Understanding. These super—groups shall import beef
on behalf of affiliated end-users (except in the case
of NLCF and KCSC) without the participation, directionm,
or other involvement of the LPMO or the Government of
the Republic of Korea. ’

Beginning January 1, 1994 NTRO and XMIA will have the
right to participate as super-groups, and will sach

be allocated a SBS sub-share by the Government of the
Republic of Korea, according to the schedule get out in
section IV.B.1.b of this Understanding. KMIA and NTRO
wiil allocate SBS sub-shares to their affiliated end-
users and conduct transactions without the participation,
direction, or other involvement of the LPMO or the
Geverament of the Republic of Korea.

Beginning October 1, 1994, KOSCA will have the right
1o participate as a super-group and will be allocated
an SBS sub-share by the Governmeat of the Repubiic of
Korea, according to the schedule set out in section
IV.B.1.b of this Understanding. The KOSCA super-
group will allocate SBS sub~shares to its affiliated
end-users and conduct transactions without the
participation, direction, or other involvement of the
LPMO or the Governsent of the Republic of Korea.
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Criteria for determining eligibility for SBS
participation of current and future KOSCA members are
set out in section IV.C:1 of this Understanding.

Beginning January 1, 1995, any member of KOSCA not
eligible to import through the KOSCA super-group, as
outlined in section [V.C.1 of this Understanding,
shall bave the right to participate in the SBS system
as customers under NLCF and:XCSC. For the sake of
commercial convenience, such individual KOSCA members
shall have the right to negotiate and place
collective orders through NLCF and KCSC.

Also beginning January 1, 1995, any butcher shops
that are or become registered dealers of imported
beef shall have the right to participate in the SBS
system as customers uvnder NLCF and ECSC. For the
sake of commercial convenience,.such individual
butcher shops sball have the right to negotiate and
place collective orders through NLCF and KCSC.

Beginning August 1, 1993, and in 1994 and 1995,
KTHSC, as a super-group, will administer the portion
of the SBS system under which individual tourist
hotels and restaurants, as eand~users, have the option
to purchase beef through KTHSC or directly from
foreign suppliers. : '

C. ADDITIONAL PROVISIONS FOR SBS SYSTEM
1. KOSCA MEMBER PARTICIPATION IN THE SBS SYSTEM

(a)

(b)

(c)

Direct outlets of KOSCA mesber companies shall have
the right to participate in the SBS system as end-
users affiliated with the KOSCA super-group.
Franchise outlets of KOSCA member companies that are
or become registered dealers of imported beef shall
have the right to participate in the SBS system as
customers of NLCF and KCSC. :

Any outlet of a §0SCA member company that is a large-
scale outjet shall be egcluded from SBS
participation, except as provided for in sub~
paragraph (c).

Notwithstanding sub-paragraph (b), and
notwithstanding whether a KOSCA member company outlet
is affiliated with a large-scale outlet that is not a

- supermarket, suchb KOSCA member company outlets tha:

are operated as super—markets shall have the right to
participate in the SBS system in the manner specified
in section IV.C.1!a.
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2. NOTIFICATION

The SBS sub-shares for a calendar year shall be divided
by the super-groups into quarterly allocations in such a
way as to reflect seasonal consumption patterns. These
quarterly allocations shall be announced prior to the
beginning of each calendar year. The allocations shal}
be expressed in metric toms, retail weight equivalent.
SBS sub-share notifications shall be made available to
any interested party on request.

3. PURCHASING AUTHORITY

(2) End-users shall have the right to sign contracts and
negotiate all terms of sale, including price,
quantities, specifications, terms of delivery, etc.
Customers shall have the right to negotiate all terms
of sale, including price, quantities, specifications,
terms of delivery. etc. S

(b) End-users or their designated agents, and customers,
shall have the right to apply to the appropriate
super-group for import authorization amounts under
the SBS sub-share. . Suck authorization shall be
granted by the super-groups: upon request. End-users
and customers shall be granted such access to
sub-shares through super~yroups, as established in
this Understanding, until the sub-share is exhausted.
Once an end-user or customer. receives avthorization
to import, there sball be no further involvement by
the super-group in the commercial transaction with
the exception that NLCF and KCSC will purchase and
import beef on behalf of their customers.

(¢) Direct or indirect charges imposed by super-groups
for importing beef on bebalf of their customers shall
not exceed reasopmable administrative costs and
expenses associated with such importation. Direct or
indirect charges imposed by super-groups for
administering the allocation of SBS sub-shares to
end~users shall not exceed reasonable administrative
costs and expenses associated with such allocation.
Super—groups shal!l make details of all such

~administrative costs and expenses available to any
interested party upon request and shall not extract
profits beyond the extent of such costs and expenses.
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4. ALLOCATION OF SBS SUB-SHARES- BY SUPER-GROUPS TQ END-USERS

(a) The allocation of syb-shares to end-users shall be
the sole responsibility of super-groups. The
procedures and criteria for allocation of these
sub-shares shall be fair, esquitable, transparent, and
implemented in good faith. ~These criteria must be
announced and published. To facilitate orderly
marketing and development of normal commercial
relationships between end-users and foreign _
suppliers, super-groups shill implement an allocation
system that encourages stable, long~term commercial
relationships between end-users and foreign suppliers
while making provision for ‘the entry of new end-
users. Anticipating the addition of new end-users,
the super~groups must have agreed procedures and
criteria for distributing SBS sub-shares among their
affiliated end~-users:’ = o

(b) Unused end~user sub-shares must be reallocated, prior
to October 1 of the calendar year, by the super-
group. ' o '

5. NLCF AND XCSC SUPER-GROUPS AND IMPORTATION OF BEEF ON
BEHALF OF THEIR CUSTOMERS L ‘

Notwithstanding sections IV.C.3 and IV.C.4, not later
than October 1, 1994, NLCF.and XCSC will set and anmounce
the standard by which they:will purchase beef on behalf
of their custemers. This standard will be equitable,
established in & transparent manner, and based on the
following principles: NLCF:and RCSC, taking into account
their SBS shares and the abmber of their customers, will
determine an gppropriate ceiling for each customer and
import on behalf of the customer amounts requested under
the ceiling, and in doing 50 shall not discriminmate
unfairly against any customers. As long as a customer’s
request meets the standard. thus established, NLCF and
KCSC will carry out the importation onm behalf of their
customers without imposing further conditions.

6. IMPORTATION, UTILIZATION, AND DISTRIBUTION OF SBS PRODOCT

(a) Except as otherwise specified in this Understanding,
there shall be no restrictions placed by the
Government of the Republic' of Korea or any super-group
on beef (regardless of country of origin, product type,
or specification, whether grass~fed or grain~fed or
whether fresh, chilied or frozen) imported umder the
SBS system, including processing requirements, labeling,
pricing, marking or packaging requirements or other barriers
to legitimate importationm, distribution, and sale, that
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(b)
(¢)
7. SBS
(a)

create unnecessary abstacles to trade or otherwise
undermine the objectives of; this Understanding. Beef
imported under the SBS system must be distributed and
sold through legal channels in conformance with
Korean regulationms. :

Any SBS sub-share that is not fully used by 2 super-
group in any of its quarterly allocations shail be
transferred to thbat super—group’s allocation for the
subsequent quarter, except that any SBS sub-share
that is not fully utilized by a super-group by the
end of the third calendar year quarter shall be
reallocated to all other super~groups on a pro rata
basis, in proportion to their respective entitlements
under the 5BS system, for thefr use \in the final
calendar year quarter. Suach resllocation shall be
made no later than October 15. With regard to any
such pro rata share that is reallocated to KTHSC, any
part of that realiocation used by KTHSC end-users
shall be subject to the percentage mark-up specified
in section IV.C.7.a 0of this Understanding.

Neither the Government of the Republic of Korea nor LPMO
shall take any action to. discourage Super-groups and

their end~users or. customers. from importing or using

their SBS shares or sub-shdres, as appropriate, as allocated
under the terms of this Understanding.

MARK-UP

A single, uniform percentagé .mark-up shall be applied

" to all types of beef purchased under the SBS system

and shall be equal to the difference between the
duty-paid price, c.i.f. Korea, and the price for all
boneless cuts of ‘imported grain-fed high quality
beef, based on the purchases of the Livestock
Products Marketing Organization (LPMO) sold in the
general tender system. Such prices shall be
determined by calculating the average prices over the
immediately preceding three-month period. The mark-
up shall be recalculated monthly. This mark-up shall
be publicly anmounced and published prior to becoming
effective. However, in the event that the mark-up in
any month is in excess of the curreat percentage
mark=up in the general tender market, the mark-up in
the SBS system shall be recalculated weekly on 2
uniform basis using the latest available c.i.f. and
general tender price data for the immediately
preceding month. '
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(b) Thbe mark-up applied to beef subject to a contract
shall be the mark=up in effect on the date of the

contract.

(¢) Notwithstanding sub-paragraph (a), in further
implementation of the findings of the GATT dispute
setilement panel on beef, during 1993 the mark-up on
beef shall not exceed 100 percent of the weighted
average percentage mark-up applied to imported
bone~iess grain-fed high quality beef during calendar
year 1992, as derived from data in Attachment I.
During 1994, the mark-up on beef shall not exceed 95
percent of the wejghted average percentage mark-up
applied during.caleadar year 1992. During 1995, the
mark~-up. on beef shall not exceed 90 percent of the
weighted average percentage: mark-up appliad during

calendar year 1992. There shall be no minimum mark-

up.

(d) Noththsrand1ng subparagraph (a), the mark=-up for
beef imported by KTHSC for tourist hotels and
restaurants shall be no more than 2 percent of the
duty-paid c¢.i.f. price, except for cuts of beef
specified in Attachment II. ,

(e) In the event that there are significant difficulties
arising from discrepancies between the mark-up for bome-in
beef in the wholesale .market and the. 3BS mark-up in
accordance with section IV.C.7 of this Understanding,
the Parties will comsult with a view to addressing and

resolving such difficulties.

(f) The Government of the Republic of Korea, LPMO, and
super~groups shall neither directly nor indirectly
exert any influence on pricing decisions of end-users
asjde fropm the mark-up agreed upop in this
Understanding

SAMPLES

The importation of samples will 'be allowed under the SBS
system, and the sample quantities shall be counted as
part of the SBS share. Samples.shall not be subject to
the mark-up. All super-groups shall be responsible for
establishing their sample 1mport systeas.

BID AKD PERFORMANCE BONDS AND LéTTERS OF CREDIT

The utilization of bid and performance bonds and/or
letters of credit shall be at the option of SBS
participants.

SHORT WEIGHT CLAIMS

Short weight claims shall be resolved between buyers and
sellers. '
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11.

12.

13.

14,

15.

MINIMUM PURCHASE UNIT

There shall be no governmenta! restrictions on the
minjmum purchase unmit of beef imports.

PRODUCT COVERAGE

Product coverage for the SBS system shall .be the same as
for the overall Understanding, as defined 'in section II
for the term "beef” and shall inciude all product
classified under HS 0201 and HS 0202.

PURCHASING FREQUENCY

There shall be no governmeﬁtalf:éstrictiOns on the timing
of purchases by customers, end-users, or their designated

agents. :
RECORD-KEEPING

Approved super-groups shall administer record-keeping of
purchases to ensure compliance with the annuval and
quarterly SBS shares. = .

DELIVERY PERIODS

Delivery shall be determined between the end~user or
customer and seller. Delivery of products purchased
under quarterly SBS shares may be shipped in subsequent
quarters as long as deliveries are completed within 60
days following the end of the calender year in whieh the
product wa2s purchased. ST

V. GRASS-FED BEEF MARKETING

A,

The Goverument of the Republic of Korea will evaluate in a
transparent mamnner the impact on :beef marketing and consumer
preferences of the 1993 trial imports of grass-fed beef

into the wholesale market frow July to September 1993.

Giving due comsideration to the results of the trial parketing

of grass-fed beef in the Korean wholesale market, the Govermment
of the Republic of Xorea will allow gradually increasing tonnages
of grass~fed beef tc be distributed in the wholesale market

upon the completion of the trial run. In the event that any
difficulty arises in the market either during the process of

the trial or after its completion, the Parties will have due
recourse to the consultation provision in section VII of this
Understanding for taking appropriate measures to address and
resolve such difficulties. '
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VI. RELATIONSHIP Tu THE GATT

With regard to beef, the Governmeat of the Republic of Korea
reaffirms its undertaking to eliminate its remaining import
restrictions or cotherwise bring them into conformity witlh
GATT provisions as provided in the conclusion of the report
on the GATT Balance of .Payments Committee on consultations
with the Republiic of Korea adopted by tke GATT Council on
November 7, 1989. :

Notwithstanding the above, both Parties reserve their
rights under the GATT.

VII. CONSULTATION PROVISION

A.

The Parties agree to consult ﬁromptly at the request of
cither Party on any matter. relatxng to this
Understanding. =

The Parties shall comsult quartzrly to emsure full
iapiementat{on of this Understanding. The first such
consultations shall teke place not later than October 1,
1993. The agenda for these consultations may ipclude,
inter alxa,.problems caused by employing the mark-up
specified in section [¥.C.7.a of this Understanding and
praeblems in access for end-users and super-groups under
the SBS system in accordance with requirements of this
Understanding.

Signed at : on this S day of 1993.

FOR THE GOVERNMENT OF FOR THE GOVERNMENT OF
TiE REPUBLIC OF KOREA - NEW ZEALAND
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ATTACHMENT |

LPMQ DAYA FOR CALCULATION OF 1992 AVERAGE HARK-UP

Vholesale Prica, Outy-paid price. ¢.i.f. for laported Beef i .
92,1 82.2 92,3 82.4 92.5 82.§ 92.7 92,8 92.8 92.20 82.11 892.12 AVG.

RIS s.038 6.407 6.510 7,581 7.418 6,811 7,021 7.182 6,802 7,624 8,730 9,757 7,235

3.514 3,537 3,521 3,695 3,829 3,829 3,726

beee

Rt CIFstagiff 3.804 3.756 3.386 3.916 3,887 3,764

(A)-(B) - 2.234 2.65! 2.624 3,665 13.522 3,047 3.567 1.645 3.261 2,829 5.901 5,928 3.509

Volume 3.885 1,335 1,945 1,681 2,414 2,211 2,280 3,362 3,029 1,895 1,397 1.816 2.279

VRlestd  s.s36 5,759 $.285 6,039 5.978 5,506 6.008 5.793 S.450 6,094 7.526 7,312 6.132

e CIFtagiff 2682 2.677 2750 2.748 2732 2.886 298 2928 2.812 2912 2.502 2:900 Z.812
(A)-(8) 3,254 3,082 2.S35 3.280 3.247 2,720 ;

Volume 77 129 238 185 178 18 43 44 83 196 272 27 125

VBIESHUT  6.3¢5 6,087 6.520 6.983 '6.500 §.731 6.002° 6.100 5,661 7.627 8.332 8.856 6,500

3,628 3.605 3.608 3.875 3.674 3.6546

nockle price
CIFstagiff 3,507 3,587 3.643 3,667 3,740 3.765 3.65¢
2.472 2,056 4,018 4.657 S5.184 2,954
473 - 688 628

3,060 2.867 2,539 3,182 4.624 4,412

2,877 3,316 2,760 1,965 2,348
702 727 656 -1,135 883 306
5.555 6,136 &,725 6,833 7,263 7,279 6,211
3,799 3.682 3,729 35,731 3,643

3,151 3,534 3,548 2,559
56 203

(A)={8} 2,842 2,500

Volume 832 287 203 518
el 343 5,85
L 6.133 5,941 5,664 6,395 6,349 5,650
CIF«t?giFF 3,385 3.419 3,522 3,576 3,648 3,696 3.7 3,754

2,700 1,954 2,762° .2,382 1,928

158 186 127 .223° 383 220 308

10.900 11.7¢1 11,671 13,629 12,709 11.422
4,708 4,707 4,663 4,678 4,796 4,787 4,739

(A)-{8) 2,748 2,522 2.142 2.81%
Volume 332 137 237 108
“oRigstls ro.072 10,085 9.881 10.3¢0 10,120 10.291

) pricet
RYbs CIFetyeiff 4.803 4,855 4,788 4.72¢ 4.583 4,887

§.616 S,431 5.52¢ 6.192 7,03 7,002 3.5 7,913 6.625 6.302
' 652 731

(A)-(8)  5.269 5,240 5.093

e Veiume 1,078 484 887 £38 738 ;-.ng-_._ééi! L.171 788 453 751 731
7.453 7.825..7,250 6.356 9.797 9.85¢ 1.743

5.789 3,713 3.78L 3.84¢ 3,986 3.867

el sm 7.0ss 7.050 7.830 7.638 7.217
3,935 3,950 2,930 3.748

verage Cifetagiff 3,900 3.881 3.943
(A)-(8)  2.881 3.178 3.J07 3,897 3,686 3.287 3.704 .03 3,531 4,575 5.853 5.868 3,882
Yolume | ...S5:197 2,372 3.800 3,027 ¢.IS1 3.891 3.771 £.835. 5.156 3.070 3,202 3,373: 3,966

ote: ]c=s are fa; Uun/Knloqram. 1US$=798.3 {35 of Hay 7, 1993)
ume 15 I1n Metric fonS.
verage s wezgntec average and may stightly differ_ due to rounding.

ngr vp = (A}~ é
rkup expressad as 3 percentage of Juty paid import price

2Ya1
(R)-ig)_ 3882/3867 = 100.38%

Sourge: MaFF/ROKG
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ATTACHMENT 1I.
CUTS OF. BEEF IMPORTED BY KTESC

The following five cuts of beef, as defined in the Nationmal
Association of Meat Purveyors Meat Buyers Guide, and the
New Zealand Meat Trade Guide, imported by KTHSC for tourist
hotels and restaurants shail be subject to the mark-up level
specified in section IV.C.7.a2 of this Understanding.

Meat Buyers
Guide Reference

New Zealand Meat Trade
Guide Reference

Shoulder Cleod

114, 1144, 1148

25510-25513 (Shoulder

Clod)
Chuck Rol!l 116A . 25416
Short Rib 123, 1234, 123B, | 25921-25924
123¢ | 25928
Knuckle 167, 1674, 1678 | 22314
. © | 122310 (Enuckle)
Top Round 168, 169 22140 (Top Side)

22110 (Inside Round)

All other beef izported by KTHSC for tourist hotels and
restanrants shall be subject to the mark-up level specified in

section IV.C.7.d of this Understandxng



