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COMMUNICATION FROM THE UNITED STATES

Subsidies and Taxes at the Sub-Federal Level

The following communication is circulated at the request of the United States to the
Members of the Sub-Committee on Services.

Attached is the United States submission on limitations on national treatment in relation to
taxes and subsidies imposed by sub-federal jurisdictions. It replaces several entries in the current
United States schedule. Specifically, we omit a series of subsidy reservations that begins with the
last entry on the national treatment column on page 11 of our final schedule. We would delete the
last entry on page 11 (concerning minorities) and all the entries on pages 12 and 13 except the
first entry on page 12 beginning "Federal Small Business Administration."

The United States is ready to enter into discussions with interested parties on this
amendment.
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Addendum to the GATS Schedule of Specific Commitments for the United States

Subsidies and Taxes at the Sub-Federal Level

A. Taxes

The United States submits the following amendment to its list of limitations on national
treatment in relation to taxes imposed by a sub-federal jurisdiction:'

1. Sub-federal tax measures which afford less favourable treatment to services or service
suppliers within a sub-federal jurisdiction than the treatment which would be provided to
those services or service suppliers by another sub-federal jurisdiction.

2. Sub-federal tax measures which afford less favourable treatment to a service that is
performed or consumed, or to a service supplier that is located, outside the sub-federal
Jurisdiction (with respect to this distinction, treatment will not be less favourable than the
treatment accorded by the sub-federal jurisdiction imposing the tax measure to a service
performed or consumed, or to a service supplier located, in any other sub-federal
jurisdiction).

3. Sub-federal tax measures which afford less favourable treatment to services or service
suppliers of another Member based on the method of allocating or apportioning the
income, profit, gain, losses, deductions, credits, assets or tax base of such service
suppliers or the proceeds of a services transaction.

4. Sub-federal tax measures affording less favourable treatment to service suppliers or to
services based on any of the following criteria:

the size or income of service suppliers or the scale or methods (including
environmental and health and safety measures) of performance;

the extent of ownership or participation by minority or other disadvantaged groups
(whether or not subject to citizenship or residence requirements),2

the eligibility for differential tax treatment of Indians (Native Americans), an
Indian Tribe, tribal or other Indian land, a corporation organized under a law for
the protection of such persons, of land owned by such corporations, or of other
persons based on a relationship to such persons, entities. or land;

'The term "sub-federal jurisdiction" means states and their political sub-divisions, the District
of Columbia, and Indian Tribes (Native Americans), or any combination thereof.

2This reservation may not be needed should discussions on the scope of the GATS resolve that
measures of this nature are outside the scope for the GATS.
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eligibility for tax exemption and other tax benefits derived from non-profit status;

eligibility for exemption from or reduction of sub-federal tax on obligations of the
sub-federal jurisdiction or on contracts with the sub-federal jurisdiction;

whether the service is performed or consumed, or the service provider is located,
in a jurisdiction with which a sub-federal jurisdiction has arrangements for tax co-
operation and assistance or for the prevention of double taxation;

the application of a sub-federal jurisdiction's property tax classification system,
including appraisal methods applicable to the classification;

the application of measures, including compliance measures, to prevent the
avoidance or evasion of the tax of a sub-federal jurisdiction.

5. Sub-federal measures substantially incorporating provisions of federal iaw subject to a
national treatment reservation under this Agreement.

6. Sub-federal tax measures reflecting restrictions placed on sub-federal taxing power by
federal law.

7. Sub-federal franchise or corporation tax measures (to the extent considered to be taxes
other than direct taxes) imposing a distinction for the equitable or effective imposition or
collection of franchise or corporation taxes, including distinctions described in footnote 6
of Article XIV(d) and related Chairman's Statement.3

8. Sub-federal compensating taxes (other than direct taxes) that are non-discriminatory by
virtue of their relationship to other measures (such as reporting or bonding requirements).

9. Tax measures of a sub-federal jurisdiction which apply a different insurance premium tax
rate or a different type of tax to domestic insurers or reinsures than to other insurers or
reinsures.4

10. Tax measures of a sub-federal jurisdiction providing differential treatment to insurers or
reinsures that are domestic insurers with respect to a second jurisdiction, based upon the
treatment accorded by the second jurisdiction to insurers that are domestic insurers with
respect to the first jurisdiction.4

3MTN.GNS/49 of 11 December 1993, consolidating and amplifying MTN.GNS/W/178 and its
addendum and in W/210.

'With respect to a sub-federal jurisdiction, the term "domestic insurer" means an insurer or
reinsurer that either is organized in that sub-federal jurisdiction or is a US branch of a non-US
insurer or reinsurer that enters the US through that jurisdiction.
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Il. Tax measures ot a sub-federal jurisdiction granting insurers or reinsures a credit,
deduction, or exemption for maintaining an establishment or conducting an activity within
the jurisdiction.

B. Subsidies

The United States submits the following amendment to its list of limitations on national
treatment in relation to subsidies at the sub-federal level:

1. Sub-federal subsidies measures which afford more favourable treatment to socially or
economically disadvantaged groups, including measures which provide incentives, benefits
or other assistance. These groups may include women, veterans, racial minorities,
physically disadvantaged persons, students, youths, elderly persons and small businesses.5

2. Subsidies measures of a sub-federal jurisdiction which are available only to juridical
persons of another Member which are incorporated or organized in that jurisdiction.

3. Subsidies measures of a sub-federal jurisdiction which are available only to entities with a
principal place of business in the sub-federal jurisdiction or with a substantial or
significant commercial presence in the sub-federal jurisdiction.

4. Subsidies measures taken by Alaska which are available only to United States citizens
residing in Alaska and subsidies measures taken by Hawaii which are available only to
Hawaiian natives.

5This reservation may not be necessary should discussion on the scope of the GATS resolve
that measures of this nature are outside the scope of the GATS.


