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AGREEMENT- ON INTERPRETATION AND APPLICATION OF
ARTICLES VI, XVI AND XXTIT OF THE GENERAL AGREEMENT
ON_TARIFFS AND TRADE¥

The signatoriesl to this Agreement,

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

Recognizing that sgubsidies are‘used by governments to promoﬁe important
objectives of national policy;

Recognizing also that subsidies may have harmful effects on trade and

production;

IThe term "signatories" is hereinafter used to mean parties to this Agreement.

*® ‘ . .
This Agreement has been prepared and advanced by the delegations of Austria,
Brazil, Bulgaria, Canzda, Furovean Communities, Finland,. Hungary, India, Japan,
Mexico, Norway, Poland, Sweden, Switzerland and the United States.
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Recognizing that the emphssis of this Agreement should be on the
effects of subsidies and that these effects are to be assessed in giving
due account to‘ﬁhe internal economic situstion of the signatories concerned
as well as to the state of internetional economic and monetsry 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 neasures do not unjustifiably impede international
trade, and that relief is made evailable to producers adversely affected
by the use of subsidies within an agreed international framework of rights
and obligations;

Taking into account the particular trade, development and financial
heedsvof developing countries;

Desiring to apply fully and to interpret the proﬁisiohévof Articles VI,
XVI and XXIII of the General Agréement on Tariffs and Trade'l (hereinafter
referred to as'the General Agreement"or"GATT")only with respect to subsidies
and countervailing measures and to elaborate rules for their application in
order to provide greater uniformity and certainty in their implementetion;

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
talzen to mean, as the context requires, the provisions of the General
Agreement as interpreted and applied by this Agreement.
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Have agreed as fcllcews:
PART I

LArticle 1 - Arnnlication of Articlz VI of the General Agreement

Signatcries shall take 2ll necessary steps to ensure that the imposition
of a counterveiling duty2 on any prcduct of the ferritory of any sigﬁatory
imported into the territory of another signatory is in accordance with the
provisions of Article VI of the General Agreement.and the tearms of this

Agreement.

Article 2 - Domestic procedures and related matters

1. Countervailinz duties may only bé irposed pursuant to investigetions

.
initisted and conducted in accordancé_with the provisicns of this Article.
An invesfigation to determine the existence, degree and effect of any aiieged
subsidy shall normally be initiated upon a'written.request by or on pehaif

of the industry affected. The request shzll include sufficient evidence of

the existence of (a) a2 subsidy and, if possible, its amount; (o) injury

*The provisions of both Part I and Part II of this Azgreement may be
invoked in parallel: however, with reszard to the effects ¢f a particular
subsidy in the dcomestic merket of the importing country, only one form of
relief (either o counterveiling duty or an suthorized countermeasure) shall
be available, ' :

®The term “countervailing duty™ shall be understcod to mesn e special
duty levied for the purpose of off-setting any bounty or subsidy bestowed
directly or indirectly upon the manufecture, production or export of any
merchandise, as provided for in Article VI:3 of the General Agreement.

3Mhe term "initiated" as used hereinafter 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 meéning of Articie VI as ihterpretedrby this Agreementl and

(¢) 2 causal link between the subsidized imports and the alleged injury. If
in special circumstances the authorities concerned decide to initiaste an
investigation without having received such a request, they shall proceed
only if they have sufficient evidence on all points under (a) to (e) above.
2. Each signatory shall notify the Committee of Signatories2 {a) which of
its authorities are competent to initiate and conduct investigations referred
to in this Article and (b) its domestic procedures governiﬁg the initiation
and conduct of such investigaticns.

3. When such authorities are satisfied that there is sufficient evidence
to justify initiating an investigation, the signatory or signetories, the
products of which are subject to such investigetion 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 initiate an investigation, the investigating
authority should take into account the position adopted by the affilistes of
8 complainant party3which are resident in the terrifory of another signatory.
4. Upon initiaxion of an investigation and thereafter, the evidence of
both & subsidy and injury caused thereby should be considered

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

lUnder 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 interpreted in accordance
with the provisions of Article 6.

2As established in Part V of this Agreement and hereinafter referred
to as the Committee.

3. . .
For the purpose of this Agreement “party' msans any natural or
Juridical person resident in the territory of any signatory.
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and injury shall be considered simultaneously (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 sccordance with the provisions of this Agreement provisional measures may
be applied.

5. The public notice referred fo in paragraph 3 above shall describe the
subsidy practice or practices to be investigated. Each signatory shall
ensure that its authorities afford all interested sigﬁatories and all
interested partiesl a reasonéble opportunity, upon request, to see all
relevant infﬁrmaticn that is not confidential (as indicsted in yparagraphs 6
and 7 below) and that is used by the authorities in the investigation, and
to present in writing, and upon justification oraliy, their views to the
investigating authorities.

6. Any information which is_by nature confidential or which is provided on
a confidentia} basis by parties to an investigetion shall, upon cause shown,
be treated as such by the investigating authorities. Such informstion shall
not be disclosed without specific permission of the party submitting it.2
Parties providing confidential informatiocn may be requested to furnish non~
confidential sum@aries thereof. In the event such parties indicate that
such information is not susceptible of suﬁmary, a statemeut cf réasons why

summerization is not possible must be provided.

lAny "iaterested signatory” or "interested partyf shall refer to a

signatory or a party economicelly affected by the subsidy in question.

2Signatories are aware that in the territory of certain signatories
disclosure pursuant to a narrowly-drawn protective order may be required.
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T. However, if the investigating suthorities find that a request for
ccnfideﬁtialiﬁy is not warrﬁnted and if the party requesting coﬁfidentiality
is unwilling to disclose the infcrmation,such aufhorities nay disregard

such information unless it can‘otherwise oe demonstrated to their
satisfaction that the informatidn is ccrrect.l

8. Thne investigating authorities may carry out investigations in the
territory of other signateories as required, provided they have gotified in
good time the signetory in questiﬁn and unless the latter objects to the
ihvestigation. Further, the investigating authorities mey carry out
investigntions on the premises of a firm end mey examine the records of a
'firm if (i) the firm so egrees and (ii) the signatory in question is notified
and does not object.

9. . In cases in which any interested party or signatory refuses sccess to,
or otherwise dces nct provide, necessary informetion within a reasonable
period or significaﬁtly impedes the investigation, preliﬁihary and final
findingse,‘affirmative or negative, may be made on the vasis of the facts
evailable.

10. The procedures set out above are not intended to prevent the suthorities
of & signatory from preceeding expeditiously withvregard to initieting an
investigation, reaching preliminary or final-findings, whether affirmative
or negative, or from applying provisiondl or final measurss, in 2ccordance

with relevant provisions of this Agreement.

lSignatories agree that requests for confidentiality should not be
arbitrarily rejected. '

2'Because of different terms used under different systems in various
countries -the term "finding'" is hereinafter used to mean a formal decision
or determination.
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11. In cases whérc products are not imported directly frcm tae country of
crigin but are exported to the country of importation from an intermedizte
country, the provisions of this Agreement shall be fullyAapplicable and the
transaction or transactions shall, for the purposes of this Aéreement, be
regarded as having taken plrce between the country of origin and the country
of importation.

12. An investigation shall be terminated when the investizating authorities
are satisfied either that noAsubsidy exists or that the effect of the
alleged subsidy on the industry is not such as to cause injury.

13. An investigation shell not hinder the procedurss of customs clearance.
1Lk, Investigetions shell,. except in special circumstances; ve cencluded
vithin one yesr after their initiation.

15. Public ncticeréhall be given cf any preliminary or final finding
wvhether pcsitive or negativé and of the revocaticn of a finding. In the
cese of & positive finding each such notiece shall set forth the findings and
conclusicns reached on all issues of fact and law considersd material by. the
investigating authorities? and the reasons and basis therefecr. In the case
of a negatiye findinz ez2ch notice shall set forthn at least She basic
conclusidns and a surmary -of the reasons therefor. All notices of finding
shall be forwarded to the signotory or signatories the products of waich are

subject to such finding end to the exporters known to have an interest

therein.
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16. Signatories shall report without.delay to the Committee all preliminary or

Tinal actions taken with respect to countervailing duties. Such-reperts will be
available in the GATT secretariat for inspection by government representatives.,

The signatories shall also $ubmit, on a semi—-annual basis, reports on any |

countervailing duty actions taken within the preceding six months.

Article 3 ~ Consultaticns

1. As socn as possible after a request for initiation of an_invastigation
is accepted,and in any event before the initistion of any investigation,
signatories the products of vﬁich moy be subject to such investigaticns shall
be afforded 2 reasonable opmeortunity for comsultations with the aim of
clarifying the situation as to the metters referred to in Article 2,
paragraph 1 above end arriving at a nutually agreed solution.

2. Turthermore, throughcut the period of investigoticn, signatcries
products of which are the subject of the investigaticn shall be affcrded a
reﬁscnable oppoftunity to céntinue censultetions, with a view tc clarifying
the factual situation 2nd to arriving =t a wutually agreed soluticn.

3.  Without prejudice to the obligaticn to offeord reasonable spportunity
for consulteticn, these »rcvisions regerding comsultations are not intendsd
to prevent the investigating authorities, in eccordance with the,prdvisions
of this Agfeement, from pfocéeding axpaditiously with regord tc initisting
the investigeticn, reaching 2 preliminary or final finding, offirmetive of

negative, or applying & provisional or final measure.

lIt is particularly important, in 2ccerdance with the provisicns of
this paregraoph, that no affirmetive finding whether preliminary or final
be made without reasonsble cpportunity for consultaticns having been given.
Such consultations mey establish the basis for proceediny under the
prcvisicns of Part VI of this Agreenment.
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L.  The signatory which intends to initiate any investigation or is con-
ducting such an investigation shall permit, on request, the signatory or
signatories the products of which are subject to such investigation access
to non-confidential evidence including the non-confidential summery of con-

fidential data heirg used for initiating cr conducting the investigation.

Article U - Imposition of countervailing duties

1. The decision whether or nct to impose = countervailing duty in cases
where 2ll requirements for the imposition have been fulfilled end the
decisicn whether the amount of the countervailing duty to be impesed shall
be the full amcunt of the subsildy or less =re decisions to be made by the
authoritizs of the importing signetory. It is desirsble that the impositicn
be permissive in the territory of all signatofies end thot the duty bve less
than the total amount of the subsiéy if such lesser duty would bve adeguate
to remove the injury to the dcmestic industry.

2. No counterveiling duty shall bve leviedl on any imported nroduct in
excess of the amount of the subsidy found to exist, calculated in tefms of
subsidizaticn per unit of the subsidized a2nd exportad produc‘c,2

3. Vhen a counterveiling duty is imposed in respect of any product, such
countervailing duty shzll bs levied, in the appropriate amounts, on 2 nca-
discriminatory basis on imports of such product from all sources found to
be subsidized and to be ceusing injury, except as to imports from those
scurces whiéh have renounced any subsidies in question or from which under-

takings under the terms of this Agreement have been accedtad.

lAs used in this Agreement "levy" shall mean the definitive dr final
legal asmessment or collection of a duty or tax.

2. : . . . . .
An understanding =2mong signatcries should be developed setting out
the criteria for the c~lculation of the amount of the subsidy.
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L.

If. after reasonable efforts have been made to complete consulistions,

& signutory 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 impose a countervailing duty in accordance with

the provisicns of this section unless the subsidy is withdrawn.

5{(a)

(o)

Prcceedings mayl be suspended or terminated without the imposition of
provisional measures or countervailing duties, 1f undertakings are
sccepted under which:

(1) +the government of the exporting country agrees to eliminate or
limit the subsidy or take other measures concerning its éffects; or
(2) +the exporter agrees to revise its prices so that the investigating
authorities are satisfied thet the injurious effect of the subsidy is
eliminated. Price increases under undertakings shell not be higher
than necessary 0 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
accordance 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 thei? acceptance impracticalg.for exsmple if the
number of actual or potential exporters is too»great, or for other
reasons.

If the undertakings are accepted, the investigation of injury shall
nevertheless be completed if the exporting signetory so desires or the

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

 The word "may" shall not be interpreted to allow the simultaneous

continuation of proceedings with the implementation of price undertskings,
except as provided in paragraph 5(b) of this Article.
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no injury or threat thereof is made, the undertaking shall sutomatically
_apse, excépt in cases where a determination of no “lLrest of injury ir
due in large part to the existence of an undertaking; in such cases
the authorities concerned msy require that an undertaking be maintained
for a reasonable period consistent with the provisions of this
Agreement.

(c) Price undertekings 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 offer such
undertakings or do not accept an inﬁitation to do so, shall in ho way
prejudice the consideration cf the case. Ho@evéf, 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 countrybmay require any government or
exporter from whom undertakings have been accepted to provide periodically
information relevant to the fulfilment of such undertakings, and to permit
yerification of pertinent data. In case of violation oflundertakings, the
authorities of the importing country may take expediﬂious actions under this
Agreement in conformity with its provisions which may constitute immediate
application of provisional measures using the best informaticn available.
In such cases definitive duties may be levied in accordance with this
Agreement on goods entered for cdnsumption not more than ninety days before
the application of such proﬁisional measures, except.that any such retro-—
sctive assessment shall not apply to imports entered before the violation
of the undertaking.

T. Undertakings shall not remain in force any longer than counterveiling

duties could remain in force under the Agreement. The authorities of an
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importing country shall review the need for the continuation of any undexr-

teking, where warranted, on their own initiative, or if interested exporters

[»)
3
)

imnorters of the product im guestion so request and submit positive
information substantiating the need for such reviev.

8. ; Whenever a countervailing duty investigation is suspended or terminated
puréuant to the provisions of paragraph 5 above and whenever an undertaking
is‘kérminated, this fact shall be officislly notified and must be published.
Suéh notices shall set forth at least the basic conclusions and a summary of
thé ressons therefor.

9.5 A countervailing duty shall remsin in force 6n1y as long as, and %o

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
patty 80 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 preliminnry positive
finding has been made that & subsidy exists and that there is sufficient
evidence of injury as provided for in Article 2, paragraph 1 . - to (c).
Provisional measures shall hot be applied unless the authorities concerned
jﬁdge that they are necessary to prevent injury being caused during the
period of investigation.

2. frévisional measures may take the form of provisionallcountervailing
dﬁties guaranteed by cash deposits or bonds equal to the amount of the

provisionally calculated amount of subsidization.
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3. The imposition of provisional measures ghall be limited to as short a
period as possible, not exceeding four'honiha.
4. Relevant provisions of Article I shell be followed in the imposition
of provisionalnmeasures,
5. VWhere a final finding of injury (but not of a threat thereof or qf 8
material retardetion of the establishment of an industry) is made or in the
case of a final finding of threat of injury ﬁhere the effect of the sub-
gidized imports would, in the absence of the provisional measures, have led
to a finding of injury, countervailing duties may be levied retroactively
for the periocd for wﬁich provisional measures, if any, have been applied.
6. If the definitive countervailing duty is higher than the amount
guaranteed by the cash deposit or bond, the difference shall not be
coileeted; If the definitive duty is less than the amount guaeranteed by
the cash deposit or bond, the excess amount 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 mey be imposed only from the date of the
finding of threat of injury or asterial retardation aﬁd any cash deposit
made duriqg the period of the application of provisional measures shall be
refunded und any bonds released in an expeditious menner.
8. Wheré a finsl 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 critical circumstances where for the subsidized product in question
the authorities find that injury which is difficult to repair is caused by

massive imports in a relatively short period of a product benefiting from
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export subsidies paid or bestowed jinconsistently with the provisions of the
General Agreement and of this Agreement and where it is deemed necessary,

in order to preclude the recurrence of such injur;, to assess counterveiling
duties retroactively on those imports, the definitive countervailing duties
may be assessed on imports whichIWere entered for consumption not more than
ninety days prior to the date of application of provisioral measures.

Article 6 - Determination of injury

1. A determination of injuxyl for purposes of Article VI of 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 §roductsz and (b) the consequent impact of these imports on domestic
producers of such products.

2. With regard to volume of subsidized imports the investigating
authorities shall consider whether there has been a significant increase in
subsidized imports, either in absolute terms or relative to production or
consumbtion in the importing country. With regard to the effect of the
subsidized imports on prices, the investigating authorities shall consider
whether there has been a significant pfice undercutting by the subsidized
imports as compared with the price of a like product of the importing

country, or whether the effect of such impofts is otherwise to depress

lDeterminations of injury under the criteria set forth in this Article
shall be based on positive evidence. In determining threat of injury the
investigating authorities, in exanining the factors listed in this Article,
may take into account the evidence on the nature of the suhsldy 1n question
and the trade effects likely to arise therefron.

Throughout this Agreement the term "like product" ("produit similaire")
shall be interpreted to mean a product which is identiecal, i.e. alike in all
respects to the product under consideration 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.
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prices to a significant degreé or prevent price incresses, which otherwise
would have occcurred, to a significent degree. No one or several of these
factors can'necessarily give decisive guidance.
3. The gxamination of the impact on the industry concerned shall include
an eveluation of all relevant ecconomie factors and indices having a bearing
on the state of the industry such as gctual and potential decline in output,
sales, market share, profit:, productivity, reture on investments, or
utilization of capacity; factors affecting domestic prices; actual and
potential negative effects on cash flow, inventories, employment, wages,
growth, ability to raise capital or investment and, in the case of |
agriculture, whether there has been an increased burden on goﬁernment
support programmes. This list is not exhaustive, nor can one or several of
these factors necessarily give decisive guidance.
4, It must be demonstrated that the subsidized imports are, through the
effectsl of the subsidy, causing injury ﬁithin the meaning of this Agreement.
There may be other factor52 which at the same time are injuring the industry,
and the injuries caused by other factors rust not be attributed to the
subsidized.imports.
5. In determining injury,.the term "donestic industry" shall, except &as
provided in paragraph T below, be interpretéd 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 factors can include inter alia, the volume and prices of non-
subsidized imports of the product in question, contraction in demand or
changes in the pattern of consumption, trade restrictive practices of and
competition between the foreign and domestic producers, developments in
technology and the export performance and productivity of the domestlc
industry.
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collective output of'the products constitutes a major proportion of the
totai qomestic production of those products, except that-whén‘producers are
relatedlto the eiporteijor iﬁportersvor are themselves iﬁporﬁers of the
allegedly subsidized product the industry may be interpreted as referring
to the rest of the ﬁroducers. |

6. The effect of the subsidized imports shall be assessed in relafion to
the domestic production of the like product &hen avaiiable data permit the
separafe identification 6f production in terms of such criteria as: the
production process, the producers' realization, profits. When the domestic
production of the like product‘has no separate i?entity in these terms the
effects of subsidized imports shall 5e ascsessed by the examination of the
production of the narrowesi group or range of products, which-includes the
like product, for which the neceésary infermation can be provided.

7.” In exceptiénal circumstances the territory of a signatory may, for .the
production in question, be divided into two or more competitive markets and
the pfoducers within each market may be regerded as a separaté industry if
(a) the producers within such merket sell all or almost all of their
production of the product in question in that.market; and (b) the demend in
that markét is not to any substantial degree supplied by producers of the
product in question located elsewhere in the territory. In such

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

Imhe Committee should develop & definition of the word "related"
as used in this paragraph.
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the total domestic indusiry is not iﬁjure& provided there is a concentration
of subsidized imports into such an isolated mérket and provided further that
the subsidized imports are causing ihjury to the producers of all or almost
all.of the'produétion within such markef. |
8. When the industry has been interpreted as referring to the producers in
a certain area,'as defined in psragraph 7 sbove, countervailing duties
shﬁll < levied only on the products in question consignel for final
consumption to that area. When the constitutional law of the importing
country does not permit the levying of countervailing duties on such & basis,
the importing signatory may levy the countervailing duties without
limitation, only if (1) the exporters shall have been given an opportunity
to cease exporting at subsidizéd 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 ve levied only on products of specific producers which
supply the area in gquestion.
9. VWhere two or more couﬁtries 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 sinéle, unified market the industry in
the entire area of integration shall be taken to be the industry referred

to in paragraphs 5to 7 above.
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PART II

Article 7 - Notification of subsidies¥

1.. Haﬁing regard to the provisions of Article XVI:1 of the General
Agreement, any 3ignatory mey make 2 written request for informstion on the
nature and extenf of any subsidy granted or maintained by ancther signatory
(including any form of income or price suppurt) which operates directly or
indirectly té increasé exports of any product from or reduce imports of any
product into its territory.

2. Signatories so requested shall provide such information as quickly as
possible and in a ccﬁprehensive menrer, and shzll be ready uron request to
provide additionel informetion to the requesting sigﬁator&. Any signatory
which considers that such information has not been provided msy bring the
matter to the attention of the Committae.

3. Aﬁy interested signatory which considers that any practice of aznother
signatory having the effacts of a subsidy has not been notified in accordance
with the provisions of Afticle XVI:1l of the General.Agfeemenf ray bring the
mattaer to the attestion of such otﬁer signatory. If the subsidy préctice is
not thereafter notified promptly; such signatory may itself bring *the subsidy

practice in question to thz 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. However, it is recognized thut for signatories with different
federal systems of government, there are different divisions of powers. Such
signatories accept nonetheless the international consequences that may arise
under this Agreement as a result of the granting of subsidies within their
territories.
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Article 3 - Subsidies - Gemeral Provisions

1. Signatoriés recognize that subsidies are used by governments to promote

important objectives of social. and ecomomic policy. -Signatories also recognize

that subsidies nsy cause adverse effects to ﬁhe interests of cther

signatories. |

2. Signatories agree not to usé export subsidies in a manner inconsisteat

with the provisions of this Agreement.

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

the use of any subsidy: |

(a) injury to the domestic industry of another sighatoryl;

(b) nullification or impairment of the benefits accruing directly or
indirectly to snother signatory under the General Agreementag or

(e) serious prejudice to the interests of another signatory~3

4. The adverse effects to the interests of another signatory reguired to

demonstrate nullification or impairmem’c)'L or éerious prejudice may arise

through:

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

2Benefits aceruing directly or indirectly under the General Agreement
include the tenefits of tariff concessions bound under Article II of the
General Agrecment. ’

3Serious prejudice to the interests of another signatory is used in this
Agreement in the same sense as it is used in Article XVI:1l of the General
Agreement and includes threat of serious prejudice.

hSigna%ories recognize that nullification or impairment of benefits may
also arise through the failure of a signatory to carry out its obligaticus
under the General Agreement or this Agreement. Where such failure concerning export
subsidies is determined by the Committee to exist, adverse effects may,
without prejudice to paragraph 9 of Article 18 below, bte presumed to exist.
The other signatory will be accorded & reasonable opportunity to rsbut this
presumption.
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{a) the effects of the subsidized ieports ia the domestic market of the
irmerting sisgnatory: | i

() the effeets of the subsidy in displacing or impeding the ixports of
like products into the market of the subsidizing country; or

(¢) the effects of the subsidized exports in displacinglthe expérts of like

. . 2
products of another signatory from a third country market.

. » ' ' 3
Article 9 - Export subsidies on products other than certaln primary aroducts

1. Signatories shall not srant export subsidies on products other than
certain primary products. ‘

2. The practices listed in points (a) to (1) in the Annex sre illustrative of
export subsidies.

. .. i
Article 10 ~ Export subsidiess on certain nrizsry oroducts

1. In accordance with the provisions of Article.XVI:3 of the General
Agreemént, signatories agree not to grant directly or indireétly guy export
subsidy on certain primary products in a manner which results ip the

signatory grantirng such subsidy having more than an equitable share of world
export trade in such product, acccunt beins taken of the shares of the
signatories in tféde in the product concermed during & previous ;epresegtatife
period, énd any special factors which mey have affected or may be affecting

trede ia such product.

IThe term "displacing" shall be interpreted in a manner which takes
into account the trade and develcpment needs of developing countries and in
this connection is not intended to fix traditional market shares.

2The provlem of third country markets so far as certain primary products
are concerned are dealt with exclusively under Article 10 below.

“For definition of "
Article 10 below.

certain primary products" see footnote to

For purposes of this Agreement "certain primary products" means the
products enumerated in Note Ad Article XVI of the General Agreement,
Section B, paragraph 2, with the deletion of the words "or any mineral'.
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2. For purposes of_Article XVI:3 of the General Agreement and paragraph 1
above:

(a) “more than anm equitable shere of world export trade” shall include
‘eny case in which the effect cf en export subsidy granted by a
sigmatory isvta displace the exports of enother signetery beering
in mind the developments on world markets;

(b) with regard to new markets traditional patierns of supply of the
vroduct concerned to the world mgrket, region or country, in which
the new market is situeated shall be taken into account in determi-
ning “equitable share of world export trade’;

(¢) “a previous representative period” shall normally be the three
most recent calendar yeers in which normal mérket.conditipns
existed.

3. Signatories further agree not ﬁo grant export subsidies on exports of
certain primery producfs to 3 particular market in a manner which results in
prices materially below those of other suppliers to the>same merket.

Article 11 - Subsidies other than exvort subsidies

1. Signatories recognize thet subsidies other than export subsidies ars
widely uﬁed as important instruments for the promotion of social and economic
policy objectives and do not intend to restrict the right of signatorieé to
use such subsidies to achieve these and other important policy objectives
vhich they consider desirable. Signatories note that among such objectives
are:

- the elimination of industrial, economic and.social disadvantages of

specific regions;
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-.to facilitste the restructu;iﬁg, under socislly acceptable conditions,
"of certain sectors, especizlly where this has bacome necessary by
reeson of changes in trade ‘and economic policies, including inter-
national sgreements resulting in loﬁer barriers to trade;
- génerally to sustain emplbyment and to encourage re-training and
change in employment; h
- t0 encourage research and development programmes, especially in the
field of high-technolozy industrieég
- the implementation of economic prograrmes and policies to promcte the
economic and social development of developing countries;
- redeployment of industry in order to avoid conzestion and environmentel
problems.
2. Siznatories recogﬁize, however, that subéidies other than export
subsidies, certain objectives and possible forms cf which are described,
respectively, in paragrsphs 1 and 3 of this Aiticle,»may cause or threaten
te cause!injury to a domestic industry of ancther simnatory or serious
prejudice to the interssts of enother signatory or may nullify or impeir
tenefits accruing to another siecnatory under the General Agreement, in
particular'where.such subsidies would ad&érsely affect the conditions
of normal competition. Signatories shail therefore seek to avoid
causing such effects through the use of subsidies. In particular,
signatories, when drawing up their policies and practicés in this field,
in addition to evaluating the essential internal objectives to Be
achieved, shall also weigh, as far as practicable, taking account of

the nature of the particular case, possible adverse effects on
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trade. They shall also consider the conditions of worid treade, preduction

(2.2. prise, canncity utilization ete.) and sunﬁlv in the produect concarnad.
3. Simatories recosnizce thet the objectivas nentlouhd in paracreph 1 zbove
may e ackiaved, insor siis, by means of subsidies granted wilh the ein of

o
A

ziving an advantaze to certaia ens avprises. Exarplas of possible forma
such subsidias are: governuent finvncinq of cormercianl emterprises, including
I¥ints, loens or Suarentees; government provision or goverament financed
provision of utility, susoly iistribﬁzion and esther oraraticnal ~r suszert
servizes or Feeilities; povoerament financing of resesrehr end devaicoment
wroagrammes; fiscsl incentives; end soverament subscrivtion to, or provisien
Tae si-matories note that + chova forms of subsidy 2re ncrmally granted.
The anumeration ¢f forms of subsidy et out
abov2 is illustretive eond noen~exhaustive, and raflects these currently sranted

by 2 2unber of signstories %9 this A-vreement.

Simmeatories recoraize, neverthalass, that the snumeratisn of fir—ms cf

~

suhsidy sot cut a2bove should he raviewed neriodicnlly and that this should be
done, ithve 2l consuleatieons, in conformity with the spirit of irticle XVI:S
of the General Anreenment.

ecoznize further thet, wishout preiudize to their righés

£

&
v
[E]
"
[#]
(7]
’J-
i
)
s
[o)
a1
e
1]
n
3]

under this Asreement, nothing in peregraphs 1-3 above and in particuler the

enumeration of forms of subsidy creates, in 1tsalf eny basis for esction under

the General Asreement, =ns internrated by this Acrcenent.



MINU/WTM/W/ 236
Page 2u

Article 12 - Consultations

1. Whemever a signatory has reascn to believe that an export subsidy is
being granted or maintained by another signatory in a manner inconsistent with
the provisions of this Agreement, such sigﬁatcry may request consultations
with such other signatory.

2. A request for consultations under varagraph 1 above shall include 2
statement of available evidence vwith regard to the existence znd nsture of
the subsidy in question.

3. Whenever a signatory has reason to believe thet any subsidy is being
granted or meintained by another signatory and that such subsidy‘either
causes injury to its domestic industry, nullification or impairment of
benefits accruing to it under the General Agreement, or serious prejudicg
to its interests, such signatory may request consultations with such other
signatory.

Y. A request for consultetions under parzgraph 3 ebove shall include a.
statement of available evidence with regard to (a) the existence and nature
of the subsidy in question 2nd (b) the injury to the domestic industry
ceused or, in the case of nullificaticn or impasirment, or sarious. prejudice,
th. advefse affects caused to the interests of the signatory requesiing
watslvetions.,

5. Upon reQuest for consultations under paragraph 1 or paragraph 3 above,
tﬁé signatory believed to be granting or maintaining the subsidy practice in
question shall enter into such consultations a2s quickly as possible.  The
purpose of the consultations shall be to clzrify the facts of the situation

and to arrive =t 2 mutually acceptable solution.
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Article 13 - Conciliestion, dispute settlement and authorized countermessures

1. If, in the csse of consultstions under parsgraph 1 of A;tiale 12, a
mutually acceptable solution ﬁas not been reached within thirty daysl of

the fequest for consultations, any signatory pewrty to such consultations

may refer the meatter to the Committee for conciliation in accerdance with
the provisions of Part VI,

2. If, in the case of consultaticns umder peragraph 3 of Article 12, a
mutually accepteble solution has not been reached within sixty days of the
request for consultations, any signatory party to such consultations mey
refer the matter to the Committee for conciliqtion in accordance with the
provisions of Part VI.

3. If any dispute arising under this Agreement is not resolved as a

result of consultations or conciliations,'the Committee shall, upon request,
review the matter in accordance with the dispute settlement precedures of
Pzrt VI, A

L, If, es & result of its review, the Committee concludes that an export
subsidy is being granted in i manner ingonsistent with the provisions of
this Agreemgntlor that 2 subsidy is being granted or méintained §n such a
menner as to cause injury, nullification or imprirment, or serious prejudice,
it shell meke such recommendationseto the parties as may be appropriate %o
resolve the issue and, in the event the recommendations are not followed, it
mey authcrize such countermeasures as may be appropriate, taking into sccount

the degree ~nd neture of thz adverse effects.fcund'to exist.

Any time periocds mentioned in this Article and in Article 138 may be
extended by nutual agreement.

21n making such recommendations, the Committee shall take into account the
trade, development and financial needs of developing country signatories,
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PART TII

Article 14 - Developing countries

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

2. Accordingly, this Agreement shall not prevent developing country
signstories from aﬁopting measures and policiés to assist their industries,
including those in the export sector. In particular the commitment of
Axticle 9 shall not apply tc developing country signastories, subjeect to

the provisions of paragraphs 5 through 8 below.

3. Devéloping country signatofies agree that export subsidies on their
industrial‘prdducts shall not be used in a manner which causes serious
prejudice to the trade or production of another signatory.

k.,  There shall be no presumption that export subsidies granted by
developing country signatories result in adverse effects, asvdefined in this
Agreement, to the trade or prodﬁction of another signatory. Such‘adverse
effects shall be demonstrated by posiﬁive evidence, through an econoﬁic
examination of the impact on trade or production of another signatory.

5. A developing coﬁntry gignatory should endesvour to‘enter intosa commitmentl to
reduce or eiiminate export subsidies when the use of such export subsidies
is inconsistent with its competitive and development needs.

6. When a developing country has entered into & commitment to reduce or
eliminate export subsidies, as provided im paragraph 5 sbove, countermeasures
pursﬁant t0 the provisions of Parts II and VI of this Agreement against_any

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

1t is understood that after this Agreement has entered into force, any
such proposed commitment shall be notified to the Committee in good time.
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signstories of this Agreement, provided that the export subsidies in gquestion
are in accordance with the terms of the commitment referred tovin parsgraph 5
above. |

T. With respect to any subsidy, other than an export subsidy, granted by a
developing country signatory, action may not be authorized or taken under

Perts II and VI of this.Agreement, unless nullification or impairment of tariff
concessions or other GATT obligations is Ffound to exist as a résult of such
subsidy, in such a way as to displace or impede imports of liké products into
the market of the subsidizing country, or unless injury.to domestic industry

in the importing market occurs in terms of Article VI of the General Agreément,
as interpreted and applied by this Agreement. Signatories recognize that in
developing countries, governments may play a large rdle in promoting economic
growth and development. Intervention by government in the economy, for example
through the practices enumerated in paragraph 3 of Article 11, shall nét, per se,
be considered subsidies.

8. The Committee shall, upon request by an interested signatory, undertake g
~review of a specific export subsidy practice of a develoﬁing country signatory
to examine the extent to which the practice is in conformity with the objectives
of this Agreement. If a developing country has entered into a commitment
pursuant té paragraph 5 of this Article, it shall not be subject to such review
for the period of that commitment.

9. The Committee shall, upon request by an interested signatory, also undertake
similar reviews of messures maintained or taken by developed country signétories_
under the provisions of this Agreement which affect interests 6f’a developing
country éignatory.

10. Sign&tories recognize that the obligations of this Agréement with respect

to export subsidies for certain primary products apply to all signatories.
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PART IV
Article 15 - Special situations
In cases of alleged injury caused by impérts from a country described in
the notes and supplementery provisions to the General Agreement {Amnex I,
MArtiele VI, peragraph 1, point 2) the importing signatory mey base its proce-
dures and measures either
(a) on this Agreement, or, alternativeiy
(b) on the Anti-dumping Code,
it being understood that in both céses the calculation of the margin of dumping
or of the amount of the estimated subsidy can be made by compariscn of the
ekport price with:
(a) the price at which & like produét of a Qoﬁntry other than the importing
gignatory or those mentioned sbove is sold, or
(b) the constructed valuel of 8 like product in & country other then the
importing signatory or those mentioned above.

- If neither prices nor constructed velue as established under (a) or (b)
above provide an adequate basis for determinstion of dumping or subsidizatioh
then the price in th§ impofting signatory, if necessary duly adjusted to
reflect feasonable profits, may be used. |

All cslculations shall be based on prices or costs ruling at the same
level of ﬁrade; qorﬁally'ax the ex factory 1e§el, and in respect of operations
mede as nearly as possible at the same time. Due allowance shall be made in
each case, on ita merité; for the difference in conditions and terms of sale
or in taxation and for the other differences'affecting price comparability, so
that the method of comparison applied is‘appropriate and not unreasonablé.

.'lConstructed value means cost of production plus a reasonable smount for
administration, selling and any other costs and for profits.
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PART V

Article 16 - Committee of Signatories

1. There shall be established_under this Agreement a Committee of
Signatories composed of representatives from each of the signatories to
this Agreement. The Committee shall elect iis own Chairmen and shall meet
not less than twice a year 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 and it shall afford signatories the opportunitj of
consulting on any matters relating to the operation of ﬁhe 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
eppropriate. However, before the Cormittee or & subsidiary body seeks
such information from a source within the jurisdiction of a signﬂﬁofy, it

shell inform the signatory involved.
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PART VI
Article 17 - Conmciliation
1. In cases where matters sre referred to the Committee for conciliation
failing a mutually agreed solution in conéultations under any provision of
this Agreement, the Committee shall immediastely review the facts involved
and, through its good offices, shall encourage the signatories involved to
develop a mutually dcceptable solution.l |
2. Signato:ies shall mhke their best effprté to reach a mutuelly setis-—
factory solution.throughout the period of comciliation.
3. Should the matter remain unresolved, notwithstanding efforts at
conciliation ﬁade under paragraph 2 ebove, any signatory involved maey,
thirty days after the request for conciliation, request that & ﬁénel 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
parsgraph 3 of Article 17.2 A panel so established shell reviev the facts

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

1In 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.

?This does not preclude, however, the nore rerid =steklishment of a
pancl when the Committee so decides, taking into account the urgency of the
situation.
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its findings concerning the rights and obligations of the signatories varsy
to the dispute undsr the relevant zrovisicns of the General Agreement as
interpreted and applied by this Agrzement. |
2. A panel should be:established within thirty deys of a request thereforl
and 2 penel so established should deliver its findings tékthe Cormittee
within>sixty deys after its establishment.
3. VWhen = panel is to bte established, the Chairman of the Committee,
after securing the agreement of the signatories concerned, should propose
the comﬁosition of the panel.. Panels shall be composad of three or five
members, preferably governmental, and the composition of panels should not
give rise to delays in their establishment. It is ﬁnderstbod'that citizens
of countries whose governments2 are parfies to the‘dispﬁfe would not be
members of the panel concernad with that dispute.
4, In order to facilitate the constitpxion of panels; the Chairman of
the Committee should maintain an informal indicative list of governmental
and ﬁon-goferﬁmental peréons qualified in-the fields of %trade relatious,
economic.development, and other matters cove:ed by the General Agresement
and this Agreement, who could be availeble for serving on penels, For
this purpose, each signstory would be invited to indicate at the deginning
of every year to the.Chairman of the Committee the name of one or two

persons who would be available for such work,

lThe»parties to the dispute would resvond within a short period of
time, i.e., seven working days, to nominations of panel membars by the
Chairman of the Committee and would not oppese acninations sxcept for
compelling reascns.

2The term 'governments’ is vnderstcod 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 represen#atives of any orgénization.
Governments would therefore not give them instructions with regard to
matters before a panel. Panel members should be selected wifh & view to
ensuring the indepéndence of the members, a sufficiently diverse background
and & 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 sﬁbmit the descriptive part of its report to the parties
concerned, and should subsequently submit to the parties to the dispute its
conclusicns, or an outline thereof, a reasonable periocd 6f time before they
are circulated to the Committee.
T. If a mutually satisféctory solutieh is developed by the parties to &
dispute before & panel, any signatory with an interest in the metter 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
nresented by the panel to the Committee.

in cases vhere the parties to ﬁ dispute have failed to come to a
savisfactory solution, the penels shall submit & 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

ressons and bases therefor.
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9. The Committee shall-consider the panel report as soon as possible and,
teking into account the findings contained therein, ﬁay meke recommendations
to the parties with a view to res: lving the dispute. If the Committee's
recommendations are not followed within a reascnable period,.the.Committee
may authorize appropriate countermeasﬁres (includingvvifhdrawal of GATT con-
cessions or obligations) taking into account the nature and degree of the
adverse effect found to exist. Committee recommendations should be éresented
to the ﬁarties within thirty days of the receipt of the panel report.

PART VII

Article 19 - Finsl provisions

l. No specific action agsinst e~subeidy 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 comtracting parties to the GATT and by the
European Economicncemmunity.
(v) This Agreement shall be open to accession by any other gevernment

on terms,'related teithe effectiﬁe'applicamion of Tights and obli-
gations under this Agreement, to be.aéreed between that government
and the signatories; by the deposit.with the Directow-General to tﬁe
CONTRACTING PARTIER to the GATT of an instruisent of accession

which states the terms so agreed.

*Tnis péragraph is not intended to preclude sction under other relevant
provisions of the. General Agreement, where appropriate.
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(c) Contracting parties may accept this Agreement in respect of those

territories for which they have internationsal responsibility,
provided that the GATT is being applied in respect of such teffi-
tories in accordance with the provisicns of Artiéle XXviss(a)
or (b) of the General Agreement; and in terms of such acceptance,
each such territory shall be treated as though it were a signatory.

Reservations

3. Reservations may not be entered in respect of any of the provisions of
this Agreement without the. consent of the other signatories.'

Entry into force

4, This Agreement shall enter into force on 1 Januery 1980 for the
governmentsl which have accepted'qr 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 legislation

5. (a) Each gOVernmént 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 conformity 6f its laws, regulations and
administrative procedures with‘the prévisions of this Agreement as
they may apply to the signatory in question.

(b) Each signatory shall inform the Committee of any clianges in its
laws and regulstions relevent t§ this Agreement and in the

administration of such laws and regulations.

IThe term "governments” is deemed to include the competent authorities
of the BEuropean Economic Community.
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Review
6. The Committee shall review annually the implementation &nd operation
of this Agreement taking into account the objectives thereof. The Committee
shall dnnually inform the CONTRACTING PARTIES to the GATT of developments
during the period covered by such reviews.l
Amendments
7. The signatories may amend this Agreement having regard, inter alia, to
the experience gained in its implementation. Such an amendment, once fhe
signatories hﬁve eoncurred in accordance with procedures established by the
Committee, shall not come into force for any signatory until it has been
accepted by such signaﬁory.
Withdrawsl |
8. Any signatory mey withdraw from this Agreement., The withdrawal shell
take effect upon the expiration of sixty days from the day on which written
notice of withdrawal is received by the Director-General to the CONTRACTING
PARTIES to thé GATT. Any signatory may upon such notification request an
immediate meeting of the Committee.

Non-application of this Agreement between particular signatories

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

does not consent to such application.

1At the first such review, the Committee shall, in addition to its
genersl review of the operation of the Agrecement, offer all interested
signatories an opportunity to raise questions and discuss issues concerning
specific subsidy practices and the impact on trade; if any, of certain
direct tax practices,
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Annex
10. The annex to this Agreement constitutes an integral part thereof.
Secretariat

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

Deposit

12. This Agreement shall be deposited with the Director-Generasl to the
CONTRACTING PARTIES to the GATT, who shall promptlylfuxnish to each signa-
tory and sach contracting party to the GATT a certified copy thereof and of
each amendment thereto pursuant to paragraph 7, and & notification of each
acceptance thereof or accession thereto pursuant to paragraph 2; or each
withdrawal therefrom pursuant to paragraph € above.

Registration

13. This Agreément shailibe registered in accordance with the provisions

of Article 102 of the Charter of the United Nations.

Done at Geneva this ;.ICW."...GOO‘......'. da{yof ..'......UUUQO"..H.."....
nineteen hundred and seventy-nine in a single copy, in the English, French

end Spanish languages, each text being authentic.
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ANNEX

Tilustrative List of Export Subsidies

The provision by governments of direct subsidies to a firm or an
industry contingent upon export performance.

Currency retention schemes or any similar practices which involve
a bonus on exports.

Internal transport and freighi charges on export shipments,
provided or mandated by governments, on terms more favourable thsn
for domestic shipments.

The delivery by governments or their agencies of imported or
domestic products or services for use in the production of exported
goods, on terms or conditions more favoursble fhan for delivery of
like or directly competitive products or services for use on the
productién of goods for domestic consumption, if (in the case of
products) such terms or conditions are ﬁore;favourable than those
commercially available on world markets to its exporters.

The full or partial exemption, remission, or deferral specifically

1/

related to exports, of direct taxes™ or social wéif&fe charges
paid or paysble by industrial or commercial enterprises.g/
The allowance of special deductions directly related to exports or
export performance, over and above those granted in respect to
production for domestic consumption, in the calculation of the
bese on which direct taxes are charped.:

The exemption or remission in respeét of the production and
distribution of exported products, of indirect taxesl/ in excess

of those levied in respect of the production and distribution of

like products when sold for domestic conswuption.
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(h) The exempticn, remission or deferral of prior stage cumulative
indirzct taxeséf cn geods or services used in the production of
exported products in excess of the exemption, remission or deferrsl
of like prior stege cumuletive indirect taxes on goods or services
used in the producticn of like products when sold for domestic
consumpficu; provided, however, that prior stage cumulative
indirect taxes may be exempted, remitted or deferred on exported
products even when not exempted, remitted or deferred cn like
preducts when sold for domestic consumption, if the prior stage
cunulative indirect taxes are levied on goods that are physicelly
incorporated (meking normal allowance for waste) in the exported

product.é/

(i) The.remission or drawbaeck of impert chargesi/ in excess of those
levied on imperted goods that are physically incorporated {meking
ncrmel allowance for_waste) in.the exported product; provided,
however, that in perticuler cases e firm mey use a2 quantity of ﬁome
merket gcods equal to; and having the same quality and characters
istics as, the imported goods as a substitute for them in order to
benefit from this provisicn if the import and the corresponding
export operations both occur within a ressonable time pericd,
normally not to exceed two years.

(j) The provision by governrents (or special institutions controlled

by zovernments) of export credit .guarantee or insurance programues,
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of insurance or guarantee Programmes sgsinst increases in the

cosfs of exported productsgj or of exchange risk programmes, a

premium rates; which are manifestly inadequate to cover the long-

termloperating costs and lqsses of the programmes.ﬁj‘

(k) The grant by governments (or special institutione comtrolled by
and/or acfing under the authority of governments) of export credits
at rates below those which they actually have to pay for the.funds
50 employed'(or would have to pay if they borrowed on internstional
capital markets in order to obtain funds of the same maturity and
denﬁﬁinated in the same currency as the export credit), or the
payment by them of all or part of the costs incurred by exporters or
financial institutions in obtaining credits, in so far as they are
used to secure a material advantage in the field of export credit
terms.

Provided, however, that if a signatory is a party to an international
undertaking on officisl export credits to which at least twelve
original signatorieséj to this Agreement are parties as of

1 Jenuary 1979 (or & successcr undertaking which has been adopted

by those original signatories); or if in practiée a signatory
applies ﬁhé interest rates pfovisions of the relevant undertaking,
an export credit practice which is in conformity with those
provisions shall not be considered an export subsidy prohibited by
this Agreement.

(1) Any other charge on the public account constituting an-export

subsidy in the sense of Article XVI of the General Agreement.
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NOTES

1/ For the purpose of this Agreement:

The term “direct taxes” shall mean “axes on wages,_profits,
interest,brehts, royaliies, and all other forms of income, and taxes
on the ownershi» of real property.

The term "import charges' shall mean tariffs, duties, and other
fiscal charges not elsewhere enumerated in this note thet are levied on
imperts.

The term “indirect taxes’' shall mean saleé, excise, turnoﬁer, value
added, franchise, stamp, trensfer, inventory and equipment texss, border
taxes and all taxas other than direct taxes and import charges.

"Prior stage” indirect taxes are those levied cn goods or services
used directly or indirectly in maXing the product.

"Cumulative" ' irdirsct taexes are multi-staged taxes levied where
there is noimechanism for subsequent crediting of the tax if the goods
or services subject to tax at one stage ¢f production are used in a
succeeding sfage of production. .

"Remission” of taxes includes the refund or revate of taxes.

2/ The signatories recognize that deferral need nct amount to an export
subsidy whefe, for exzmple, appropriate interest charges are colleczed.
The sizgnatories further recognize that nothing in this text prejudges
the disposition by the Contracti;g Parties of the specific issues raised

in CATT dosument L/Lb2Z.
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The signatories reaffirm the principle that prigeé for goods in
trensactions between exporting enterprises and foreign buyers under

their or under the same control should for tax purposes be the prices
bwhich would be charged between independent enterprises acting at arm's
length. Any signatory may draw the attention ot another gignatory to
edministrstive or other practices which may contravene this principle

and which result in a significant s#ving of direct taxes in export
transactions. In such circumstances the signatories shsll normally
attémpt to resolve their differences using the facilities of existiﬁg
bilateral tax treaties or other specific international mechanisms,

withgut prejudice to the rights and obligations of signatories under the
General Agreemeht, including the wight of consultation created in the
precéding senténce. |

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. |

Where measures incompatible with the provisions of paragfaph (e) exist,
and where major practical difficulties stand in the way of the signatory
concerned bringing such measures promptly into conformity with the
Agreement, the signatory.concerned.shaliJ without.prejﬁdicento.the

rights of other signatories under the General Agreement or this Agreement,
examine methods of bringing these measures into conformity Withinva
reasonable pefiod of time.

In this connection the Europeen Economic Community has declared that
Ireland intends to withdraw by 1 January 1981 its system of_preferentiai
tax measures related to exports, provided for under the.Corporation Tax
Act of 1976, whilst continuiﬁg nevertheless to honour legally binding

conmitments entered into during the lifetime of this system..
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L/

Paragraph (h)_does not apply to value-added tax aystens, and border—
tax adjustment in lieu thereof and the problem of the ékcessive
remission of value-added taxes is exclusively covered by péragraph (g).
The signatories agree that nothing in this paragraph shall prejudge or
influence the deliberations of the pahel 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 insurence programmes, in principle only such contracts shall be
teken into account that were concluded after the date of entry into

force of this Agreement.

"An original signatory to this Agreement shall mean any signatory which

adheres ad referendum to the Agreement op or before 30 June 1979.
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