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GENERAL AGREEMENT ON MIN/NTM/W/220/Rev.1

29 March 1979

TARIFFS AND TRADE Special Distribution

Multilateral Trade Negotiations

Group "Non-Tariff Meesures"
Sub~-Group "Subsidies and Countervailing Duties'™

SUBSIDIES/COUNTERVAILING MEASURES

Agrecment on Interpretation and Apolicaticn of
Articles VI, XVI and XXTII of the General Agreement
on Tariffs and Trade#*

The signatoriesl to this Agrecment,

Noting that Ministers on 12-1L September 1973 agreed that the Tokyo Round
of Multilateral Trade Negotiations should, inter alis, reduce or eliminate the
trade restricting or distorting effects of non-tariff mecsures, and bring such
measures under more effective international discipline;

Recognizing that subsidies are used by governments to promote important
objectives of national policy;

Recognizing also that subsidies may have harmful effects on trade and

production;

1The term "signatery" is hereinafter used to mean a party to'this Agreement.

¥_ . . .
This draft is circulated at the request of some delegations.
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Recognizing that the emphesis of this Agreement should be on the
effects of subsidies and that these effects are to be asseésed in giving
due account to the internal economic situation of the signatories concerned
as well as to the state of international economic and monetary relations;

Desiring to ensure that the use of subsidies does not adversely
affect or prejudice the interests of any signatory to this Agreement, and
that countervailing measures do not unjustifiably impede international
trade, and that relief is made availeble to producers adversely affected
by the use of subsidies within an agreed international framework of rights
and obligations;

Taking into account the particulasr trade, development and financisl
needs of developing countries;

Desiring to apply fully and to interpret the provisions of Articles VI,
XVI and XXIII of the Generazl Agreement on Tariffs and Tradel (hereinafter
referred to as the General Agreement or GATT) only with respect to subsidies
and countervelling measures and to elaborate rules for their apolication in
order to provide greater uniformity and certainty in their implementationj

Desiring to provide for the speedy, effective and equitable resolution

of disputes arising under this Agreement,

1Wherever in this Agreement there is reference to “the terms of this
Agreement” or the "articles" or "provisions of this Agreement” it shall be
taken to mean, as the context requires, the provisions of the General
Agreement as interpreted and applied by this Agrecement.
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Zove acreed as fcllcews:

. . . . caad . 1
\rticle 1 - ipplicaticn of Axticlz VI of the General Asreenment

Sismatorias shall take cll necessary steps o ensure thot the imposition
of 2 countervailing duty2 on any prcduct of the territery of any sisznatory
imported into the territory of another signatory is in accordence with the
previsions of Article VI of the General Asreerent end the terms of this
Acryeement,

Arvicle 2 - Domestic vrocedures and reloted zatiers

1. Ccuntervailing duties may only be imposed pursuant to iavestigeticns
14
hat

initistead and concductad in acccordance with the provisicns of this Article.
An investigation to determine the existence, decree and efféct of eny allegred
subsidy shall nermally be initisted upen a3 writiten request by or on pehaif
cf the industry affected. The request shall include sufficient evidence of

the existence of (a) o subsidy and, if possidble, its amount; (o) injury

sions cf both Part I and Part II of this Asrcement may be
invoke arallel: however, with resard to the effects of o particular
subsidy d
relief o
be avai

2
2

smestic morket of the importine ccuntry, only one fernm of
counterveiling duty or an zuthorized ccuntermeasure) shell

The %erm “countervailings duty” shall be understcoed to meen o special
duty levied for the purpese of off-setiing eny bounty or subsidy bestowed
directly or indirectly upon the manufocture, production or export of any
rerchandise, as provided for in Article VI3 of the General Agreement.

3The term "initiated" es used hereinsfter means procedural action by
which a signatory formally commences an investigation as provided in
paragraph 3 of this Article.
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within the meaning of Article VI as interpreted by this Agreementl and

(¢) a causal link between the subsidized imports and the alleged injury. If
in specisl circumstances the authorities concerned decide to initiate an
investigation without having received such a request, they shall proceed
only if they have sufficient evidence on all points under (a) to (c) above. *
2. Each signstory shall notify the Committee of Signatorie52 (a) which of
its authorities are competent to initiate and conduct investigations referred
to in this Articie and (b) its domestic procedures governing the initiation
and conduct of such investigations.

3. When such authorities are satisfied that there is sufficient evidence
to justify initiating an investigation, the signatory or signatories, the
products of which are subject to such investigation and the exporters and
importers known to the investigating authorities to have an interest therein
and the complainants shall be notified and a public notice shall be given.
In determining whether to initiste an investigation, the investigating
authority should take into account the position sdopted by the affiliates of
a complainant party3which are resident in the territory of another signatory.*
4. Upon initiation of an investigation and thereafter, the evidence of
both a subsidy and injury caused thereby should be considered

simultaneously. In any event the evidence of both the existence of subsidy

lUnd.er this Agreement the term “injury’ shall, unless otherwise
specified, be taken to mean material injury to a domestic industry., threat
of material injury to a domestic industry or material retardation of the
establishment of such an industry and shall be intermnreted in accordance
with the provisions of Article 6.

2As established in Part V of this Agrcement and hereinafter referrsd
to as the Committee.

3. s
ror the purpose of this JAgreement "vparty weans any natural cr
Juridicial person resicent in the territory of any signatory.

#Conforming change to be made to Anti-Dumping Code. This and all
similar references to conforming changes to be made in the Anti--Dumning
CoCe shall be deleted once this Agreement and the Code have been initiated.



MTH/NTM/W/220/Rev.1

Page 5
and injury shall Ve considered simultanecously (a) in the decision whether or
not to initiate an investigation and (b) thereafter during the course of the
investigation, starting on a date not later than the earliest date on which
in accordance with the provisions of this Agreement provisionsl measurcs may
be applied.*
5. The public notice referfed to in paragraph 3 asbove shall describé the
subsidy practice or practices to be investigated. Each signatory shall
ensure that ité authorities afford all interested signatories and all
interested p&rtieai a reasonable opvortunity, upon request, to see all
relevant information that is not confidential (as indicated in paragraphs 6
and 7 below) and that is used by the authorities in the investigation, and
to present in writing, and upon justification orally, their views to the
investigating authorities.
6. Any information which is by nature confidential or which is provided on
a confidential basis by parties to an investigation shall, upon cause shown,
be treated as such by the investigating authorities. Such information shall
not be disclosed without specific permission of the party submitting it.2
Parties providing confidenfial information may be requested to furnish non-—
confidentisl summaries thereof. In the cvent such parties indicate that-
such information is not susceptible of summary, a statement of reasons why

*
sumarlzation is not possible must be provided.

ST : e . a o
_ Any "interested signatory' or "interested party”’ shall rcfer to a
cignatory cr a party cconomically affected by the subsidy in question.

2 . . . . . .
Signatories are aware that in the tarritory of certaln signatories
disclosure pursuant tc a narrowly~drawn vrotective order may be required.

*¥Conforming change to be made to Anti-Dumping Code.
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T. However, if the investigsting authorities find that a request for
confidantizlity is not worranted and if the party requesting confidentiality
is unwilling to disclose the information such suthoritiss may disregard

such information ualess it can otherwise be demonstrated to their
satisfaction that the informetion is correct.l

8. The investigeting authorities may carry out investigations in the
territory of other signetories as required, provided they have notified in
gocd time the signetory in question and unless the latter objects to the
investigation. Further, the investigating cuthorities mey carry ocut
investigations on the premises of 2 firm ond mey examine the records of a
Tirm if (i) the firm so agrees and (ii) the signatory in question is notified
and does not object.

3. Ia cases in which any interested party or signatory refuses access to,
or otherwise dces nct provide, necessary informetion within & reasonable
period or significantly impedes the investigation, preliminery and finel
findingsz,'affirmative or negative, aay be nade on the basis of the facts
availeble.®

10. The procedures get out above are not intended to prevent the euthorities
of 2 signatory from nreceeding expediticuély with regard to initiating en
investigation, reeching sreliminsry or fiasl findings, whether affirmative

or negative, or from applying vrovisional or final meeswurcs, in accordance

with relevant previsions of this Agreement.®

lsignatories agree that requests for confidentiality should not be
arbitrarily rejected. . _

‘1 . Ll

“Because of different terms used under different systems in various
countries the term "finding" is hereinafter used to mean a formal decision
or determination.

#Conforming change to be made to Anti-Dumping Code.
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11. In c=2sas wherz products are aot isgorted dirsetly frex the country of
Crigift Ut IrT=wposted to the ccuntry of importation from an intermediate
ceuntry, the provisions ¢ this Agreesent shall be fully sprlicable 2nd the
transaction or transactions shall, for the purpescs of this Agreement, ve
rezarded as having talen place tetween the country of origin and the country
cf importation.

12. An investigaticn shall be terminated when the investizating authorities
are satisfied either that no subsidy exists or that the effect of the
alleged subsidy c¢n the industry is aot such as to cesuse injury.

13. An investigation shell not hinder the procedurcs of customs clearance.
14, Investigations shall, except in swecial circumstances, be ccncluded
withia cne veer after theilr initistion.*

15. Public notice shall be given ¢f eny preliminsry or final finding
whether pcsitive or negativa and of the revocatica of a finding. In the
2nse of positive finding each such notice shell set ferth the findings and
conclusicns rsached cn 2ll issucs of fact and law considersd metarial oy the
investigating authorities, 2nd the reascns and basis therefcr. In the casz

v2 finding e2ch nctice shall set fortn nt least She basie

O

e

o
£ 2 negas

©

onclusicns end a sumary of the reasons therefor. All notices cf finding

(2]

Py

shall b2 forwardzd to the signatory or signateoriss the zroducts of which are
subject to such finding end te the exporters known to have an interast

therein *

*Conforming chang:z tc be made to Anti-Dumping Ceode.
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16. Signatories shall report without delay to the Committee all preliminary or

final actions taken with respect to countervailing duties. Such reports will de
available in the GATT secretariat for inspection by gmovernment representatives,

The signatories shall also submit, on a semi-annual basis, reports of any

countervailing duty actions “aken within the preceding six months.

Article 3 - Consultaticns

1. As socn 28 possible after & request for iritierion cf am investigaticn
is accepted end in any event before the initicticn of any investigation
signatorieé the preducts of which ooy be subject to such investigations shall
be aiforded a reazsonable oppertunity for comsultations with the aim of
clarifying the situation s to the matters referred to in Article 2,
paragraph 1 sbove end arriviang 3t & mutually agreed solution.

2. Furthermore, throughcut the pericd of irvestigaticn, signetcries the
products of which are the subject o the investigation shall be affcrded a
reascneble opportunity to continue.ccnsultations, with o view tc clerifyinz
the factunl situdtion and to erriving &t & mutually agreed scluticn.l

3. Without prejudice to the obligation to offerd reasonable sppertunity
for cocnsulteticn, these srevisions regerding ccusultations are not intended
to prevent the investigating authcrities, in eccorisnce with the provisions

in

L34

Ji

of this Agraement, from proceeding expeditiously with regard to initis

<
o
21

the investigeticn, reaching 2 prelirminary or finel fiading, offirmetive o

negative or opplying e provisional or final measure.

1oy . . : . . . .
It is particularly impertant, in 2ccerdance with the previsions of

this =aregraph, thaot no affirmative finding whether preliminary or final
be made without remsonztle cpportunity far ccoasultaticns having been given,
Such ccnsultaticns ney =2stablish the besis for proceedin; under the
previsicns of Part VI of this Agreement.
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b, The signatory which intends to initiste any investigations or is con-
ducting such an investigation shall perwmit, on requast, the signatory or
signatories the products of which are subject to such investigation access
t5 nen-confidential evidence including the nsnwecnfideﬁtial supmary of ccn-

fidential data beirg used for initiating or conducting the investigation.

Article 4 - Impesition of counterveiling duties

-

1. The decision whether or nct to impose o countervailing 2uty in ceses
where 21l requirements for “he impcsition have been fulfilled end the
decisicn whether the amcunt of Lhe ccuntervailing duty to be impesed shell
be the full amourt of the subsily or less =2re decisions to bte mede by the
2uthorities of the immorting signetory. Ii is desireble that tha impositicn
be permissive in the territsry of all signatories and that the duty te less
than the total amount of the subsidy if such lesser duty would be adequate
to remeove “he injury toithe demestic industey.

L on eny imported »roduct in

2. Yo counterveiling duty shall be leviad
sxcess of the amcunt of the subsidy found to exist, c2loulsted in terms cf
subsidizaticn ner wnit of thne subsidized =nd exporsed producib.2

3. Vhen 2 counterveiling duty is impesed in resmpect of any product, such
counterveiling duty shell be levied, in the epprepriste amounts, on = non-
discriminatory basis on imports of such product from a2ll sources found to
ba subsidized and to bve cousing injury, except as to imports from those

scurces which have renounced any subsidies in questicn or from which undar-

tnkings under the terms of this Agreement have Deen fccented.

lis used in this Agreement “levy’ shall meen the definitive 6r final
legal assessment or collection of a duty or tax.

2, . . . . .
An understandiag =nong signatcries should be develaped setting out
the criteria far the c~lculasion of the amount of the subsidy,
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L, If, after reasonable efforts have been made to complete consultations,

a signatory makes a final determination of the existence and amount of the

subsidy and that, through the effects of the subsidy, the subsidized imports

are causing injury, it may @mpose a countervailing duty in accordance with
the provisions of this section unless the subsidy is withdrawn.

5(a) Proceedings mayl be sﬁspended or terminated without the imposition of
provisional measures or countervailing duties, if undertakings are
accepted under which:

(1) the government of the exporting country agrees to eliminate or
limit the subsidy or take other measures concerning its effects; or
(2) the exporter agrees to revise its prices so that the investigating
authorities are satisfied that the injuriocus effect of the subsidy is
eliminated. Price increases under undertakings shall not be higher
than necessary to eliminate the amount of the subsidy. Price under-
takings shall not be sought'or accepted from exporters unless the
importing signatory has first (a) initiated an investigation in
accordence with the provisions of Article 2 of this Agreement and
(b) obtained the consent of the exporting signatory. Undertakings
offered need not be accepted if the authorities of the importing
signatory consider their acceptance impractical, for example if the
number of actual or potential exports is too great, or.for other
reasons.

(v) If the undertakings are accepted, the investigation of injury shall
nevertheless be ccmpleted if the exporting signatory so desires or the

importing signatory so decides. In such a case, if a determination of

1The word "may" shall not be interpreted to allow the simultaneous
continuation of proceedings with the implementation of price undertakings,
except as provided in paragraph 5(b) of this Article.
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no injury or threat thewveof is made, the undertaking shall automatically
lapse, except in cases where a determination of no threat of injury is
due in large part to the existence of en undertaking; in such cases
the authorities concerned may require that sn undertaking be maintained
for & reasonable period consistent with the provisions of this
Agreement. |
(¢) Price undertakings may be suggested by the authorities in the importing
country, but no exporter shall be forced to enter into such an under-
taking. The fact that governments or exporters do not oifer such
undertakings or do not accept an invitation to do so, shall in no way
prejudice the consideration of the case. However, the authorities are
free to determine that a threat of injury is more likely to be realized
if the subsidized imports continue.
6. Authorities in an importing country may require any government ox
exporter from whom undertakings have been accepted to provide periodically
informsetion relevant to the fulfilment of such undertakings, and to permit
verification of pertinent data. In case of violation of undertakings, the
authorities of the importing country may, under this Agreement, in conformity
with ite provisions, tz;ke expeditious actions which may constitute immediate
application of provisional measures using the best information available.
In such cases definitive duties mey be levied in acccrdance with this
Agreement on goods entered for comsumption not more than ninety days before
the application of such provisional measures, except that any such retro-
active assessment shall not apply to imports entered before the violation
of the undertaking.
T. Undertekings shall not remain in force any longer than countervailing

duties could remain in force under the Agreement. The authorities of an
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importing country shall review the need for the continustion of any under-—
taking, where warranted, on their own initiative, or if interested exporters
or importers of the product in question so request and submit positive
information substantiating the need for such review.

8. VWhenever a countervailing duty investigation is suspended or terminated
pursuant to the provisions of paragraph 5 sbove and whenever an undertaking
is terminated, this fact shall be officially notified and must be published.
Such notices shall set forth at least the basic conclusions and s summary of
the reasons therefor.

9. A countervailing duty shell remain in force only as long as, and to

the extent necessary to counteract the subsidization which is causing injury.
The investigating authorities shall review the need for continued imposition
of the duty, where warranted, on their own initiative or if any interested
party so requests and submits positive information substantiating the need
for review.¥

Article 5 - Provisional measures and retroactivity

1. Provisional measures may be taken only after a preliminary positive
finding has been made that a subsidy exists and that there is sufficient
evidence of injury as provided for in Article 2, paragraph 1(a) to (c).
Provisional measures shall not be applied unless the authorities concerned
Jjudge that they are necessary to prevent injury being caused during the
period of investigation.®

2. Provisional measures may take the form of provisional countervailing
duties guarantced by cash deposits or bhonds equal to the amount of the

provisionally calculated amount of subsidization.

*
Conforming change to be made to Anti-Dumping Code.
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3. . The imposition of provisional measures shall be limited_td as shori a
pericd as possible, not exceeding four months,
L., Relevant provisions of Article & shall be followed in the imposition
of provisionel measures.
5. Where a final finding of injury (but not of a threat thereof or of a
material retardation of the establishment of an industry) is made or in the
case of a final finding of threat of injury where the effect of the sub-
sidized imports would, in the absence of the provisicnal measures, have led
to a finding of injury, countervailing duties may be levied retroactively
for the pericd for which provisional measures, if any, have been applied.
6. If the definitive countervailing duty is higher then the amount
suaranteed by the cash deposit or bond, the difference shall not be
collected. If the definitive duty is less than the amount gueranteed by
the cash deposit or bond, the cxcess anount shall be reimbursed or the bond
released in an expeditious manner.
T. Except as provided in paragraph 5 above where a finding of threat of
injury or material retardation is made (but no injury has yet occurred) a
definitive countervailing duty mway be imposed only from the date of the
finding of threat of injury or material retardation and any cash deposit
made during the period of the epplication of provisional measures shall be
refunded and any bonds released in an expeditious manner.¥
8. Where o final finding is negative any cash deposit made during the
period of the application of provisional measures shall be refunded and
any bonds released in an expeditious manner.¥
9. In critiecal circumstances where for the subsidized product in question
the authorities find that injury which is difficult to repair is caused by

massive imports in g relatively short period of a product benefiting from

e
Conforming change to be made to Anti-Dumping Code.
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export subsidies paid or bestowed inconsistently with the provisions of the

General Agreement and of this Agreement and where it is deemed nécessary,

in order to preclude the recurrence of such injury, to assess countervailing
duties retroactively onm those imports, the definitive countervailing duties

rnay be assessed on imports which were entered for consumption ngt more than

ninety deys prior to the date of application of provisional measures.

Article 6 - Determination of injury#

1. A determination of injuryl for purposes of Article VI ¢f the General
Agreement shall involve an objective examination of both (a) the volume of
subsidized imports and their effect on prices in the domestic market for
like product52 and (b) the consequent impact of these imports on.domestic
producers of such products.

2. With regard to volume of subsidized inports the investigating
authoritics shall consider whether there has been & significant izcrease in
subsidized imports, either in absolute terms or relative to production or
consumntion in the importing country. With regard to the effect of the
subsidized imports on prices, the investigatins authorities shall ccnsider
whether therec has been a significant price undercutting by the subsidized
imports as compared with the price of a like prcduct of the importing

country, or whether the effect of such imports iz otherwise to depress

lDeterminations of injury unfer the eriteria set forth in this Article
shall be based on positive cvidence. In determining threat of injury the
investigating authorities, in exomining the factors listed in this Article,
may take into account the evidence on the naturc of the subsidy in gquestion
and the trade effects likely to arise thercfrom.
“Throughout this Agreement the term "like product” ("produit similaire")
shall be interpreted to mean a product which is identical, i.e. alike in all
respects to the product under consideraticn or in the absence of such a
product. another product which, although not alike in all respects, has
characteristics closely resembling those of the product under consideration.

“Conforming chonmes to be mede in Anti-Dumping Code.
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prices to a significant degree or prevent price increases, which otherwise
wvould have occurred, to a significant degree. No one or several of these
factors can necessarily give decisive guidance.
3. The exanination of the impact on the industry concerned shall ineclude
an evaluation of 81l relevent econonmic facters and indices having a bearing
on the state of the industry such as actual and potential decline in output,
sales, market share, profits, productivity, return on investments, or
utilization of capacity; Ffactors affecting domestic prices; actual and
potential negative effects on cash flow, inventories, employment, wages,
growth, ability to reise capital or investment and, in the case of
agriculture, whether there has been an increased burden on governnent
support programmes. This list is not exhaustive, nor can one or several of
these Tactors necessarily give decisive guidance.
4.% It must be demonstrated that the subsidized imports are, through the
effectsl of the subsidy, causing injury within the meaning of this Agreenment.
There may be other factors2 which at the same time are injuring the industry,
and the injuries causcd by other factors must not be attributed to the
subsidized imports.
5. In determining injury. the term "dcrestic industry" shall, except as
rrovided in paragraph T below, be interpreted as referring to the domestic

producers as a whole of the like products or to those of them whose

lAs set forth in paragraphs 2 and 3 of this Article.

2Such facters can include inter alia, the volume and prices of non-
subsidized imports of the product irn question. contraction in demand or
changes in the pattern of consunption, trade restrictive practices of and
competition between the foreign and domestic producers, developnents in
technology and the export performance and productivity of the domestic
industry.

*Some delegntions stated that they had accepted the sbove Formulation
on the condition th~t the relevant provisions of the Anti-Dumping Code
would be, in parallcl, subjcct to the s~me reformul-tions.
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collzctive output of the products constitutes a mejor proportion of the
tetal domestic production of those products, except that when producers are
related to the exporters or importers or are themsclves importers of the
allegedly subsidized product the industry may be interpreted as referring
to the rest of the producers.

€. The effect of the subsidized imports shall be assessed in relation to
the domestic producticn of the like product when available data permit the
separate identification of production in terms of such criteria as: the
produvction process, the producers' realization, profits. Vhen the domestic
rroduction of the like product has no separate i?entity iﬁ these terms the
effects of subsidized imports shall be assessed by the examination of the
production of the narrowest group or range of products, which includes the
like product, for which the necessary informetion can be provided.

T.%¥ In exceptional cirzumstances the territory of a signatory may, for the
oroduction in question, be divided into two or more competitive markets and
the producers within each market may be regarded as a separate industry if
(a) the producers within such market sell all or almost all of their
production of the product in gquestion in thet market, and (b) the demand in
thaet markst is not to any substential degree supnlizd by producers of the
vroduct in question locatad elsewhere in the territory. In such

circumstances, injury mey be found to exist even where a major portion of

1The Committee should develop & definition of the word "related"
as used in this paragraph.

* . . .

Some delegations stated that they had accepted the formulation of this
paragraph on the condition that the relevant provisions of the Anti-Dumping
Code would be, in parallel, subject to the same reformulations.
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the total domestic industry is not injured provided there is & concentration
of subsidized imports into such an isolated market and provided further that
the subsidized imports are causing injury to the producers of all or almost
all of the production within such market.
8. When the industry has been interprcted as referring to the producers in
a certain area, i.e. as defined in paragraph T above, countervailing duties
shall be levied only on the products in question consigned for final
consumption to that area. When the constitutional law of the importing
country does not permit the levying of countervailing duties on such a basis,
the imperting signatory may levy the countervailing duties without
limitation, only if (1) the exvorters shall have been given an opportunity
to cease exporting at subsidized prices to the area concerned or otherwise
give assurances pursuant to Article 4, paragraph 5, of this Agreement, and
adequate assurances in this regard have not been promptly given, and
(2) such duties cannot be levied only on specific producers which supply
the area in question.
0. Where two or more countries have reached under the provisions of
Article XXIV:8(a) of the General Agreement such a level of integration that
they have the characteristics of a single, unified market the industry in
the entire arca of integration shall be teken to be the industry referred

to in paragraphs Sto T above.
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PART II

Article 7 - Notificstion of subsidiest

1. FHeving regard to the provisions of Article ¥VI:l of the General
Agreecment, any signatory mzy make a written requast for information on the
rature and extent of any subsidy granted or maintained by enother signatory
(including any form ¢f income or price support) which operates directly or
indirectly to increase exports of any product from or reduce imports of any
vroduct into its territory.

2. Siznatories so regquested shall pravide such information as quickly as
rossible and in e comprerensive manner, and shall be ready upon regusst to
provide additionsl informetion to the requesting signatory. Any signatory
which considers that such information has not been provided may bring the
matter to the attention of the Committee.

3 Any interested signatory which considers that eny practice of znother

signatory having the effzcts of a subsidy has not been notified in accordance
with the provisions of Article XVI:1l of the Genersl Agreement may bring the
mattar to the attention of such other sisnatory. IFf <he subsidy practice is

not thereafter notified promptly, such signatory mey itself bring the subsidy

practice in question to the notice of the Committee.

lIn this Agreement, the term "subsidies" shall be deemed to include
subsidies granted by any government or any public body within the territory
of a signatory.
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Article 3 - Subsidies = Cereral) Provisions

1. Signatcries recognize that subsidias are used by governments to promote

important objectives of social and economic policy. Signateries also recosznize

that suhsidies ney cause adverse affzcts o the interests of cther

signatories.

2. Signatories agree not to use export subsidies in a manner inconsistent

with the provisions of this Agreement.

3. Sigmatories further agree that they shall seek to avoid causing, through

the use of any subsidy:

(a) injury to the domestic irdustry of another signatoryl;

(v) nullificstion or impairment of the benefits accruing directly or
indirectly to anotier signatory under the Ceneral Agreementa; or

(e) serious prajudice %o the interests of another signatory.3

L, The adverse effects to the interests of another signatory reguired to
}
. P . s . <+ . . . .
deronstrate nullification or impairment or serious prejudice mey arise

througn:

1 e .. . .
The term injury to domestic industry is used here in the same sense as
it is used in Part I of this Agreement.

2 .. . . o s 5

3enefits accruing dirsctly or indirectly under the Generel Azrecment
include the tenefits of tariff concessions bound under Artiele II of the
Ceneral Azrecment. ‘

2 . . 4 . . . . .

“Sericus prejudice to the interests of another signatory is used in this
Agreement in the same sense as it is used in Article XVI:1 of the General
Agreement and includes threat of serious prejudice.

hSig,na,tories recognize that nullification or impairment of benefits may
olso arise through the failure of a sipnatory to carry out its obligatiocns
under the General Agreement or this Agreement. Where such failure concerning expoxt
subsidies is determined by the Committee to exist, adverse effects ray,
without prejudice to paragragh 9 of Article 1B telow, te presumed to exist.
The other siznatory will be accoried a r2asonable opportunity to rebut <his
presumption,
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(a)

ot

a2 eoffects of the subsidizad imgports in the domestic market o2 tha
inperting sismatory;

(o) the offects of the subsidy in displacing or impedirg the imports of
lik2 products into the market of the subsidizing country; or

(c) the effects of the subsidized exports ir disnlacing the exports of like
products of ancther signatory frow a third country market.l

. - . o . . . 2
Articla 9 = Zxport subsidies on oroducts other than certaln crirary oroducts

1. Siznatories shall not ~rant axport subsidies on products other than
certain primary products.
2. The practices listed in points (a) to (1) in the Annex are illustrative of

export subsidies.
3

Article 10 =~ Exnors subsidiss on certain nrizery oroducts
1. In accordance with the provisicns of Article XVI:3 of the General
Agrecment, signatories amree znot to zrant directly or indirectly any export
subsidy on certain primsry preducts in a manner which results in the

signatory granting such subsidy having more than an equitatle shere of world
export trede in such product, account teingz taken of the shares of the
signatories in trade in the product concerned during a srevious representative
period, and any svecial factors which may have affected or may be affecting

trads in such product.

Y . . e . .
The prrilem of third country rarkets so far as certain primary products
are concernc.i gre dealt with exclusively under Article 10 below.

2 s ; . . i
For definltion of “certain primary products” see footncte to
Article 10 tulow.
k] . . . . ;
“For purvoses of this Ayreement “certaln primary products means the
products envicrated in llote Ad Article XVI of the General Agresnent,
Section B, varagraph 2, witii the deletion of the words “cr any raneral’ .
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2, For purpeszs of Article XVI:3 of the General Agzreement ond peragrarh 1
above:

(a) ‘more than an equitable share of world export trade” shall include
any case in which the effact of an export subsidy sranted by a
sizmatory is to displace the exports of enother signatery beering
in mind “he develerments on world markets;

(v) with ragard to rew markets troditionel patterns of supply of the
product concerned tc¢ the world market, reziorn or country, in which
the new market is situsted shall be teken into account in determi-
ning “equitable share of world export trede’;

(c) “a previous representative period”’ shall normelly be the three
most recent calendar yeers in which normal merket conditions
existed,

3. Sinatories further asree not to srant export subsidies on exports of
certain primary products to a2 perticular market in a zamner which results in
prices materially below thcse of other suppliers to the same market,

Article 11 - Subsidies other than exnort subsidies

1. Signatories recosnize that subsidies other than export subsidies are
widely used as importent instruments for the promotion of social =2nd economie
policy objectives and do not intend to restrict the right of siznatories to
use such subsidies to achieve these and other important policy objectives
vhich they consider desirable. Signatories note that arong such objectives
are:

~ the eliminetion of industrial, economic and socizl disadvantages of

specific regions;
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-~ to facilitete the restructuriang, under sceiszlly acceptable eonditiecns,
of certain sectors, especizlly where this has become necessary by
reeson of changes in trade and =conomic policies, inecludine inter-
natianal‘agreements resulting in lower berrizrs to trade;
- generally to sustain employment end to encoursge re-training end
change in soployment;
- %o encourage research and development programmes, especially in the
field of high-tecznolosy industries;
- the implementeation of economiec prograrmes and nolicies to premete the
economic and social develcoment of develoning countries;
- radeployment of industry in order to avoid ccnzesticn and environmeniel
probleﬁs. .
2. Signatories‘recoanize, however, that subsidies other than export
subsidies, certain objectives and possible forms of which are described,
respectively, in paregraphs 1 and 3 of this Articie, may cause or threaten
to cause injury %o a domestic industry of another sirnatory or serious
prejudice to the interasts of enother sisnatery or mey nullify or impair
btenefits accruing to ancther sirsnatory undar the Genersl Apreerment, in
particuler where such subsidies are ~rented on non-ccrmercial terms.
Signatories shall therefore seek to avoid causiny such effects through the
use of subsidies. In perticuler, siznatories, when drawins up their policies

2l internal

4o

end praetices in this fiezld, in sddition to eveluating the essent
objectives to be achieved, shall also weish, as far as practicable, taking

account of the noturs of the nerticular case, nossivle edvarse effects oa
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srade.  They 3h2ll alsc consider the condivisng of worl:

-

2.7, nrine anncity utilization ete,) and supply in the product coacarnad.
(2.3, prise, conncity utili 1 Yy X

3.  Simatories recoznize tiat th2 objectives mentioned in zaracraph 1 ctove
m2y te achisved, insar ziin, by means of subsidiss srantad with the oin of

=ivinz az advantase to certain enuerprises. Ixamplas of possible forms of

such subsildias z2re: zovernment f;anClﬂf cf cormercial enterorises, inecludinz
srints, loans or ~suarantees; sovernment trevision or government finenced

provision of utility, suwrly 2istridution and cther opsraticnal cr supnert

- 113 %Tams wne - T A P -y
services or faclliti=s; govarnment financing of resenrch end devalcooment

®

arogrammes;  fiscol incentives; ond sovarnment subseriztion to, or provisicn

of, eguity sazital.
The simatoriss note that <the above fsrms of subsily arz ncrmelly gsranted
either rerionally or by ssctor. The 2numeration of forms of subsidy set out

and reflects these currently cranted
bir 2 numbsr of signstoriss € this A-reement.
thet the snwrmeraticn of forzs of

sunsidy sot out nbove should ne raviewed meriscdicnlly and that <his should be

under this Asreement, nothing in perazrepks 1-3 2bove sad in particuler the

epureration of forms of subsidy crectes, in itselr, any basis i'sr setien under

the General Arreement, ng internrated by this Arreenent.
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Ar+icle 12 -« Ceonsultaticng

1. ‘Whemevar 2 simaiory hss reascn to believe thav 2n export subsidy is
being granted or maintained by another sigratory in o manner incensistent with
the provisicns of this Agreement, such signetory neay request ccnsultations
with such other siznatory.

2. A request for consultetions under pa:agraph'l above shall include 2
statement o available evidence with regard to the existence and nature of

the subsidy in quasticn.
3. VWhenever a signatory has resson to beliave that eny subsildy is baing
granted or meintained by ancther signatcry and that such subsidy either

causes injury to its domestic industry, aullification of impairment of

o

berefits aceruing to it under the Generali Agreenment, or serious prajudic

to its interests, such sigznatory mey request consultations with such sther

L, A rsquest for consultetions under paragraph 3 above shall include 2
sta;eient cf availablz evidence with regard te {a) the existence and nature
of the subsidy in question z2nd (b) the injury to the domestic industry

eused or, in the cese of null ficaticn or izpeirment, or serious wrcjudics,
the adverse =ffects caused to the interests of the signatory requesting
consultations.,
5. Upen request for ccnsultetions under paregraph 1 or peragrsph 3 above,
the signatory belicved to be granting or meintaining the subsidy practice in

question shall ernter into such consultations ss quickly a8 pessidble. The

3
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purpose of the consultatisns shall be ¢2 clarify the frets

end Yo arrive 2% & mutually ccceptable solution.
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Article 13 - Concilietion, disoube setilsment and suthorized coumbermeasures

1. If, in the case of consultations undsr paragreph 1 of Article 12, a
mutually scceptable soluticn has not been reachad within thirty daysl of

the requsst for consultaticns, =2ny signatory party to such consultctions

mey refer the metter to the Committee for conciliation in accordsnce with
the previsions of Part VI.

2. I, in the case of consultaticns under peregreph 3 of Article 12, a
mutually acceptable solution has not been reachad within sixty days of the
request for consultations, any signatory party to such consultations nay
rafer the matter to the Committee for ccnciliation in accordance with the
provisions of Port VI.

3. I any dispute arising under this Agreement is act resolved as 2

result of consultations or conciliztions, the Committee shall, ugen request,
review the metter in aceordance with the dispute setilement precedures of
Part VI.

b, If, es = result of its review, the Committee concludes thet 2n export
subsidy is being granted in a2 menner inconsistent with th previsions of
this Agreement or thaﬁ 2 subsidy is being granted or maintsined in such 2
Denner 28 $o cause injury, nullificetion or imprirment, or serisus prejudice,
it shell meke such recommendations to the pearties a=s may be appropriate %o
resolve the issue and, in the event the recommendations ere not followed, it
asy eutherize such countermeasures as may be eppropriate, taking iato sccount

the degree ~nd nature of the azdverse effects fround to5 eoxiss.

1 . . . . . . . .
Any time pericds mentioned in this Artiele and in Article 13 may be
extended by mutual agreement.
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PART III

Avticle 14 ~ Developing countries

l. Signatories recognize that subsidies are an integral part of economic
development programmes of developing countries.

2. Accordingly, this Agreement shall not prevent developing country
signatories from adopting measures and policies to assist their industries,
including those in the export sector. In particular the commitment of
Article 9 shall not epply to developing country signatories, subject to

the provisions of paragraphs 5 through 8 below.

3. Developing country signatories agree that export subsidies on their
industrial products shall not be used in a manner which causes adverse
effects to the trade or production of another signatory.

L, There shall be no presumption that export subsidies granted by
developing couwntry signatories result in adverse effects, as defined in this
Agreement, to the trade or production of another signatory. Such adverse
effects shall be demonstrated by positive evidence, through an economic
examination of the impact on trade or production of another signatory.

5. A developing country signatory should enter into a cowmitmentl to
reduce or eliminate export subsidies when the use of such export subsidies
is inconsistent with its competitive needs.

6. When a developing country has entered into a commitment to reduce or
eliminate export subsidies, as provided in paragraph 5 above, countermeasures
pursuant to the provisions of Parts II and VI of this Agreement against any

export subsidies of such developing country shall not be authorized for other

lIt is understood that after this Agreement has entered into force, eny
such proposed commitment shall be notified to the Committece in good time.
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signatories of this Agreement, provided that the export subsidies in question
are in sccordance with the terms of the commitment referred to in
paragraph 5 above.
T. With respect to any subsidy, othar then an export subsidy, granted by a
daveloping country signatoiry, acticn may not be authorized or taken under
Parts II and VI of this Agrsemen®, unless nullificaticon or impairment of
tariff bound concessimms or sther GATT sbligaticns is found to exist as a
result of such subsidy, in such s way =25 to displace or impede imports sf
like products into the market of the subsidizing eountry, »r unlass injury
to domestic indusiry in the importing merket cecurs in terms of Articls VI
of the General Asreement, 25 interpreted and epplied by this Agreement.
3. The Cormittee shell undertake periodic reviews of the export subéi&y prac?ices
and programmes of' developing country signatories to examine the extent to which
the programmes in their entirety, or “the subsidizaticn cf perticular vroducts
°r sectors, are ia conformity with the objectives of this Agreement.
If & developing country signatory has entered into a commitment
pursuant to paragra?h 5 of this Article, that developing country
will not be subject to such feview as regard the subject matter of
such commitments so long as the provisions of such commitments are
respected.
9. The Committee shall also uncertake similar periodic.reviews 2f aeasures
taken by signatories under the provisions of this Agreezent which affect
interests of developing countries.
10. Signotories recognize thst <he obligations of this Agresment with

respect to 2xport subsidies for certain primary products apply to all
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PART IV

Article 15 - Special situations

In cases of alleged injury caused by imports from a country described in
the notes and supplementary provisions to the General Agreement (Annex I,
Article VI, paragraph 1, point 2) the importing signatory mey base its proce-
dures and measures either
(a) on this Agreement, or, alternatively
(b) on the Anti-dumping Agreement,
it being understood thet in both cases the calculation of the margin of dumping
or of the amount of the estimated subsidy can be made by comparison of the
export price with:

(a) the price st which a like product of a country other than the importing
signatory or those mentioned sbove is sold, or

(b) the constructed valuel of a like product in a country cther than the
importing signatory or those mentioned above.

If neither prices nor constructed value as estabiished under (a) or (b)
above provide an adequate basis for determination of dumping or subsidization
then the price in the importing siénatory, if necessary duly adjusted to
reflect reasonable profits, may be used.

All calculations shall be based on prices or costs ruling at the same
level of trade, normally st the ex factory level, and in respect of operations
made as nearly as possible at the same time. Due allcwance shall be made iﬁ
each case, on its merits, for the difference in conditions and terms of sale
or in taxation and for the other differences affecting price comparsbility, so

that the method of comparison applied is approprizte and not unreasonable.

) .Constructed value means cost of production plus a reasonable amount for
administration, selling and any other costs and for profits.
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PART V

Article 16 - Committee of Signatories

l. There shall be estsblished under this Agreement a Committee of
Signatories composed of representatives from each of the signatories to
this Agreement. The Committee shall elect its own Chaivman and shall meet
not less than twice a yesr and otherwise as envisaged by relevant provisions
of this Agreement at the request of any signatory. The Committee shall
carry out responsibilities as assigned to it under this Agreement or by
the signatories snd it shall afford signatories the opportunity of
consulting on any matters relating to the operation of the Agreement or
the furtherance of its objectives., The GATT secretariat shall act as the
secretariat to the Committee.

2. The Committee may set up subsidiary bodies as appropriate.

3. In carrying out their functions, the Committee and any subsidiary
bodies may consult with and seek information from any source they deem
appropriate. However, before the Committee or a subsidiary body seeks
such information from a source within the jurisdiction of a signatory, it

shell inform the signatory involved.
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PART VI
Article 1T - Conciliation
1. In cases where matters are referred to the Committee for conciliation
failing a mutually agreed solution in consultations under any provision of
this Agreement, the Committee shall immediately review the facts involved
end, through its good offices, shall encourage the signatories involved to
develop a mutually acceptable solution.l
2. Signatories shall make their best efforts to reach 2 mutually satis-
factory solution throughout the period of conciliation.
3. Should the matter remain unresolved, notwithstanding efforts at
conciliation made under paragraph 2 szbove, any signatory involved mey,
thirty days after the request for conciliation, request that a panel be
established by the Committee in accordence with the provisions of Article 18
below.

Article 18 - Dispute settlement

1. The Committee shall establish a panel upon request pursuant to
paragraph 3 of Article 17.2 A panel so esteblished shall review the facts

of the matter and, in light of such facts, shall present to the Committee

1 . . . . . .

~In this connection, the Committee may draw signatories' attention to
those cases in which, in its view, there is no reasonable basis supporting
the allegations made.

dThis does not preclude, however, the more rapid establishment of a
panel when the Committee so decides, taking intc account the urgency of the
situation.
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ts5 findings conceoraiang the rights ond obligaticns of the signatories verty
to the dispute under the relevant provisions of the Ceneral Agreement as
interpreted and applied 3y this Agreement.

2. A vanel sheald be 2stabdlishad within thirty days of a request thereforl
and 2 penel so est2blished should deliver its findings to the Committee
within sixty days after its estaklishment.

3. Vhen = panel is *o te established, the Chairman of the Committee,
after securing the sgreement of the signatories concerned, should propose
the composition of the pvanel. Penels shell be composed of three or five
members, preferably govermmental, and the composition ¢f panels should not
give rise to delays in their estevlishment. It is understood that citizens
of countries whose government52 are parties to the dispute would not be
members of the panel concermned with ¢hat dispute.

4, In order o facilitete “he constitution of panels, the Chairmen of
the Committee should maintain an informal indicative list of govarnmensual
an@ aon~-governmental persons qualifi=d in-the fislds of “rade relatioms,
aconomic development, and other matters covered by the General Agre:sment
and this Agreement, who could be availeble for serving on panzls. For
this purpose, cach signatory would be invitasd to indicats at “he teginning
of every vear to the Chairman o zh2 Committee the name of one or two

persens whe would be svailable for such work.

lThe parties to the dispute would respond within a short period of
time, i.2., seven workinz days, ¢to ncminaticns of panel members by the
Chairman of the Cemmittes and would not ovpose ncrinaticns axcept for
compelliing reescns.

2'I“ne term 'governments’ is understood to mean governments of all
member countries in cases of customs unions,
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5, Panel members would serve in their individual capacities and not as
government representatives, nor as representatives of any organization.
Governments would therefore not give them instructions with regard to
matters before a psnel. Panel members should be selected with a view to
ensuring the independence of the members, a sufficiently diverse background
and a wide spectrum of experience.

6. To encourage development of mutually satisfactory solutions between the
parties to a dispute and with a view to obtaining their comments, each panel
should first submit the descriptive part of its report to the parties
concerned, and should subsequently submit to the parties to the dispute its
conclusions, or an outline thereof, a reasonable period of time before they
are circulated to fhe Committee.

7. If s mutually satisfactory solution is developed by the parties to a
dispute before a panel, any signatory with an interest in the matter has a
right to enquire about and be given appropriate information about that
solution and a notice outlining the solution that has been reached shall be
presented by the panel to the Committee.

8. In cases where the parties to a dispute have feiled to come to &
satisfactory solution, the panels shall submit a written report to the
Committee which should set forth the findings of the panel as to the
questions of fact and the application of the relevant provisions of the
General Agreement as interpreted and spplied by this Agreement and the

reasons and hases therefor.
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g. The Committee shall ccnsider the panel report as soon as possible and,
taking into account the findings contained therein, may make recommendations
to the parties with a view to resolving the dispute. If the Committee's
recommendations are not followed within & reasonable period, the Committee
ney authorize appropriate countermeasures (including withdrawal of GATT con-
cessions or obligations) teking into account the nature and degree of the
adverse effect found fo exist. Committee recommendations should be presented
to the parties within thirty days of the receipt of the panel report.

PART VII

Article 19 - Final provisions

1. Mo specific action against a subsidy of another signatory can be taken
except in accordance with the provisions of the General Agreement, as inter-
preted by this Agreement.l

Acceptance and accession

2. (a) This Agreement shall be open for acceptance by signature or other-
wise, by governments contracting parties to the GATT and by the
European Economic Community -

(b) This Agreement shall be open to accession by any other government

on terms, related to the effective apvlication of rights and obli-
gations under this Agreement, to be agreed‘between that government
end the signatories, by the deposit.with the Director-General tb.the
CONTRACTING PARTIES to the GATT of an instrument of accession

which states the terms so agreed.

YThis paragraph is not intended to preclude action.under-other relevant
provisions cf the. General Agreement, -as..appropriate,
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(¢) Contracting parties may accept this Agreement in respect of those
territories for which they hﬁve inteynational respoﬁsibility,
provided that the GATT is being applied in respect of such terri-
tories in accordance with the provisions of Article XXVI:5(a)
or (b) of the General Agreement; and in terms of such acceptance,
each such territory shall be treated as though it were e signatory.
Reservations
3. Reservationsg mey not be entered in respect of any of the provisions of
this Agreement without the ccnsent of‘the other signatories.

Entry into force

4, This Agreement shall enter into force on (1 Januvary 1980] for the
governmentsl which have accepted or acceded to it by that date. For each
other government it shall enter into force on the thirtieth day following
the date of its acceptance or accession to this Agreement.

National legislaticn

5. (a) Each government accepting or acceding to this Agreement shall take
all necessary steps, of a general or particular character, to
ensure, not later than the date of entry into force of this
Agreement for it, the ccenformity of its laws, regulations and
administrative procedurecs with the provisions of this Agreement as
they may apply to the signatery in question.

(b) Each signatory shall inform the Committee of any changes in its
laws and regulations relevant to this Agrecement end in the

administration of such laws and regulations.

IThe term "government" is deemcd to include the competent authorities
of the European Econcmic Community.
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Review

6. The Committee shall review snnually the implementation and operation
of this Agreement taking into account the objectives thereof. The Committee
shall annually inform the CONTRACTING PARTIES to the GATT of developments
during the period ¢overed by such reviews.l

Amendments

T. The signatories may amend this Agreement having regard, inter alia, to
the experience gained in its implementation. Such an amendment, once the
signatories have concurred in accordance with procedures established by the
Committee, shall not come intc force for any signatory until it has been
accepted by such signatory.

Withdrawal

8. Any signatory may withdraw from this Agreement. The withdrawal shall
take effect upon the expiration of sixty days from the day on wﬁich written
notice of withdrewal is received by the Director-General to the CONTRACTING
PARTIES to the GATT. Any signatory may upon such notification request an
immediate meeting of the Committee.

on-application of this Agreement between particular signatorics

9. This Agreement shall not apply as between any two signatories if either
of the signatories, at the time either accepts or accedes to this Agreement,

does not consent to such application.

lAt the first such review, the Committec shall, in addition to its
general review of the operation of the Agreement, offer all interested
signatoriecs an opportunity to raisc questions and discuss issues concerning
specific subsidy practiccs and the impact on trade, if any, of certain
direct tax practices.
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Annex
10. The annex to this Agreement comstitutes an integral part thereof.
Secretariat

11. This Agrecement shall be serviced by the GATT secretariat.

Deposit

12. This Agreement shall be deposited with the Director-General to the
CONTRACTING PARTIES to the GATT, who shall promptly furnish to each signa-
tory and each contracting party to the GATT a certified copylthereof and of
eéch amendment thereto pursuant to paragraph T, and a notification of each
acceptance thereof or accession thereto pursuant to paragraph 2, or each
withdrawal therefrom pursuant to paragravh 8 above.

Registration

13. This Agreement shall be registered in accordance with the provisions

of Article 102 of the Charter of the United Nations.

Done at Geneva thiS .siusceereresoncsasease G8Y OF tvevnonevoneoonvonsocascss
nineteen hundred and seventy-nine in a single copy, in the English, French

and Spanish languages, each text being authentic.
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ANNEX

Tllustrative List of Exvort Subsidies

The provisicn by governments of direct subsidies to = firm cr an
industr; centingsnt upon export performance.

Currency retantion schemes or apy similar prectices which involve
a bonus on sxports.

Internal trensport and freight cherges on export shipments,
provided or mandated by govermmenss, on terms mere favourable then
for domestic shipments.

The delivery by zovermments or their agencies of irported or
domestic products or services for use in the preduction cf
exported goods, on terms or ccnditicns more favourables than for
delivery of like or dirsctly competitive products or services Ior
use on the production of zoods for domestic ecnsumption.

The full cor pertial exerption, remission, or deferrsl specifically
related to exports, of direct taxesij or soecizl welfare charsgss
peid or payable by industrial or commercial enterprisés.gf

The a2llcwance of special deducticmns diresctly related to experts or
expert performence, cver 2nd zbove those granted in respect to
producticn for demestic consumpticnm, in the calculation of the
base on which direct taxes are charsed.

the oxemption or remission in respect of the producticn and
distributicn of exgeorted products, of indirect taxesif in excaess cof
those levied in respect of the producticn end distribvuticsn cf like

products when scld for domestic censuxption.
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(n)

(i)

The exempticn, remission or deferral of prior stage cumilative
indirsct taxesé/ cn goods cor services used in the production of
sxported products in excess ¢f the exsmpticn, remissién or deferral
of like prior stege cumuletive indirect taxes on goods or services
used in the producticn of like products when scld for domestic
consumption; provided, however, that prior stage cumulstive
indirect taxes may be exempted, remitted or deferred on exported
products even when not exemptad, remittsd or deferwved on like
products when sold for domestic consumption, if the prior stase
cumulative indirect taxes are levied on goods that are physically
incorporated (making normal allowance for waste) in the exported

prcduct.éj

1/

The remissicn or drawback of impert charzes™ in excess cf those .

-

lavied on imperted goods thet are physically incorporated (making
acrmel allowance for waste) in ke exporteﬁ sroduct; provided,
however, that in perticuler cases o firm may use 2 quantity of home
market gcods equael to, 2nd having the same guality and characterw
isties as, the imported goods 2s a substitute for them in order to
tenefit from this provisicn if the import and the corrsspondingz
export operaticns both occur within a reascnable time pericd,
normally not to exceed two years.

The provision by govermments (or special institutions centrolled

by sovernments) of export credit guarantee or imsurance prograrmss,
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o insurznce or ~uirentes Irovramnss arsinst iancreases in “he
cosvs of exporded urohuctaL/ or o exchangze risk ‘pronrarmes, at
Sremium rates, which are manifestly inadequate to cover the long~
tern overating costs and lesses ¢f the vracr_mmesoéf
The grant by governments (or special institutions centrolled by
and/cr 2cting under the authority of acveraments) of export cradits
et rates bela# these which they have to pay in ordar to obtain the
funds so employed, cr the poyment by them of all or pert of the
costs incurred by experters or finerecial institutions in
cotzinine ecredixs, in so far o3 they are used o secure a matsrial
edvantege in the fleld of expert credit tarms,

Provided, however, that if 2 signatory is a party ic am inter-

ng*ional undsrtaling cn of

ficisl expert credits to which at leest
.
2

~

twelve originel sisnatories= to this Asreement 2re parties es of

1 Jenuary 1979 (or = successcr undertsking which has beea adovted
by those criginel signatories), or if in practice a sigmatory
epplies the intersst rates provisions of the relevant underitsking,
2n expert cradit practice which is in eonformity with those
provisions shall nct be considered en export subsidy prohibited by
this Agreement.

Any other charge on the public sccount constituting en expert

subsidy in the sense of Article XVI of the General Agreement.
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)
~

The term "direct <axes” shall mesn “axes on wages, profits,
interast, rents, rcraliies, and all other forms of income, and taxes

on the owzersiniy of real proverty.

The term "import charges"” shall mean tariffs, duties, and other

e na

fiseal chargss not elsewhere enumerated in this note that are levied on

The term “indirect taxes' shkall mesan sales, excise, turnover, value
added, franchise, stamp, transfer, inventory and eguipment taxes, border
taxes and all Yexzs5 cther than divrect taxes and impbrt charges.

"Poior stage” indirect taxes are <hose leviad oa gocds or services
used directly or indirecily in meking +the produck.

"Cumulative" ' indirect taxes are multi-staged taxes levied where
there is no macianism for subsequent crediting of she tax if the goods
or services sudject to tax at one stage of production are used in 2

succeeding stage of production.

"emission™ of taxes includes the r2fund cr revate of tates.

that dsferral noed nct emount to an export

W
o

The signetoriss recogniz
ubsidy wirere, for exarrle, a;propriate interest charges are ccllscted.
The siznatories further rscognize that nething in this text prejudges
the dispesition By the Contracti;g Pariies of the smenific issues raised

in LA:T donument L/Lh2Z.
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The signatcriaes reaffirm the principle that prices for geods in
transactions betwesn exporting enterp;ises'and fore?gn buyers under
their or under the same control shd%i@ for tax pu;?oses te the prices
which would be charged between ind%pendent enterpriszes acting at arm's
length. Any siznatory may draw thé attention of another signatory to
administrative or other practices which may contravene this prinmeiple
and which result in a significant saving cf direct taxes in export
transactions. Iz such circumstancés the signatories shall normally
attempt to resolve their dl’:arnncés using the facilities of existing
bilateral tax treaties or other specific international mechanisms,
without preaudlce to the rights and obligations of smgnatorles undeyr the
General Agreement, including the wight of consultation created in the

prec%ding sentence,

Qhere measures incompatible with the provisions of paragrsph (e) exist,
and where major practical difficulties stend in the way of the signatery
concerned oringing such meesures promwptly into cbnforiity with the
Agrzement, “he signatory concerned shall, without prejudice to the
rights of other signatories vmisr the General Agreement cr this
Agreement, examine methods of vringing these measures into conformity
within a reasonable period of time.

In this connexion the European Ecoﬁomic Community has declared that
Ireland intends to withdraw by 1 Jenuary 1981 its system of preferential
tax meaéures related to exports, provided for under the Corporation Tax
Aet of 1916 ¢lst continuing nevertheless te honowr legzelly tinding
cormitrents enterad into during the lifetime of this systenm.

Paragraph (e) is not intended to limit a signatory from taking measures to

avoid the double taxation of foreign source income earned by its enterprises

or the enterprises of another signatory.
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Paragraph (h) does not apply to value-added tax systems, and border-
tax adjustment in lieu thereof and the problem of the excessive
remission of value-added taxes is exclusively covered by paragraph (g).
The signetories agree that nothing in this paragraph shall prejudge or
influence the deliberations of the panel established by the GATT Council
on 6 June 1978 (C/M/126),

In evaluating the long-term adequacy of premium rates, costs and losses
of insurance programmes in prianciple, only such contracts shall be
taken into account that were concluded after the date of entry into
force of this Agreement.

An original signatory to this Agreement shall mean any signa’ory which

adheres ad referendum to the Agreement on or before (31 May 1979).
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