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AFGHANISTAN

Guaranty of Private Investments

Agreement effected by exchange of notes
Signed at Kabul June 5 and 9, 1957;
Entered into force June 9, 1957.

The American Ambassador to the Afyhan Deputy Prime Minister
and Minister of Foreign Aflairs

EMBAssY oF THE
UNITED STATES OF AMERICA
Kabul, June 6§, 1967.

Your HiGHNESS:

I have the honor to refer to conversations which have recently
taken place between representatives of our two Governments,
relating to guaranties authorized by Section 413 (b) (4) of the
Mutual Security Act of 1954, as amended. T also have the honor 84
to confirm the following understandings reached as a result of -
these conversations:

1. The Governments of Afghanistan and of the United States
of America will, upon the request of either of them, consult
respecting projects in Afghanistan proposed by nationals of the
United States of America with regard to which guaranties under
Section 413 (b) (4) of the Mutual Security Act of 1954, as
amended, have been made or are under consideration.

2. The Government of the United States agrees that it will
issue no guaranty with regard to any project unless it is approved
by the Government of Afghanistan.

3. With respect to such guaranties extending to projects which
are approved by the Government of Afghanistan in accordance
with the provisions of the aforesaid Section 413 (b) (4), the
Government of Afghanistan agrees:

a. That if the Government of the United States of America
makes payment in United States dollars to any person under

(2507) TIAS 3972

t. 847.
.C. § 1933 (b)
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any such guaranty, the Government of Afghanistan will
recognize the transfer to the United States of America of
any right, title or interest of such person in asscts, currency,
credits, or other property on account of which such payment
was made and the subrogation of the United States of
America to any claim or cause of action, or right of such
person arising in connection therewith.

b. That afghani amounts acquired by the Government of the
United States of America pursuant to such guaranties shall
be accorded treatment not less favorable than that accorded
to private funds arising from transactions of United States
nationals which are comparable to the transactions covered
by such guaranties, and that such afghani amounts will be
freely available to the Government of the United States of
America for administrative cxpenditures.

c. That if the Government of the United States of America
issues guaranties to cover losses by reason of war with
respect to investments in Afghanistan, the Government of
Afghanistan agrees that nationals of the United States of
America to whom such guaranties have been issued, will be
accorded by the Government of Afghanistan treatment no
less favorable than that accorded, in like circumstances, to
its nationals or nationals of third countries, with reference
to any reimbursement, compensation, indemnification, or
any other payment, including the distribution of reparations
received from enemy countries, that the Government of
Afghanistan may make or pay for losses incurred by reason
of war; if the Government of the United States of America
makes payment in U. S. dollars to any national of the
United States of America under a guaranty for losses by
reason of war, the Government of Afghanistan will recognize
the transfer to the United States of America of any right,
privilege, or interest, or any part thereof, that such nationals
may be granted or become entitled to as a result of the
aforementioned treatment by the Government of Afghan-
istan. ‘

d. That any claim against the Government of Afghanistan to
which the Government of the United States of America may
be subrogated as a result of any payment under such a
guaranty, shall be the subject of direct negotiations between
the two Governments. If within a reasonable period, they
are unable to settle the claim by agreement, it shall be re-
ferred for final and binding determination to a sole arbitrator

TIAS 3972
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selected by mutual agreement. If the Governments are un-
able, within a period of three months, to agree upon such
selection, the arbitrator shall be one who may be designated
by the President of the Iniernational Court of Justice at the
request of either Government. This sub-paragraph d., shall

~ not be applicable to the type of guaranties provided for in
sub-paragraph c., immediately above.

Upon receipt of a note from Your Highness indicating that the
foregoing provisions are acceptable to the Government of Afghan-
istan, the Government of the United States of America will con-
sider that this note and your reply thereto constitute an agreement
between the two Governments on this subject, the agreement to
enter into force on the date of your note in reply.

Accept, Highness, the renewed assurances of my distinguished
consideration.

SuevpoN T. MiLLs
His Royal Highness
LEMAR-E-’ALl1 MouaMMED Naln,
Deputy Prime Minister and
Mainister of Foreign Affairs,
Royal Afghan Government,
Kabul.

TIAS 3972

A-5



8 ust] Afghanistan—Private Investments—June 5, 9, 1957

2511

Translation
THE MINISTER OF FOREIGN AFFAIRS

19 Jowza 1336
{June 9, 1957}

EXCELLENCY:

I respectfully acknowledge the receipt of Your Excellency’s
letter dated June 5. The matter of the guaranties contained in
Section 413 (b) (4) of the Mutual Security Act of 1954, referred
to in the letter of notification, has been accepted by the Govern-
ment of Afghanistan.

T avail myself of this opportunity to renew my greatest respects.

MounaumeEp Naiu
Minister of Foreign A ffairs

His Excellency
SueLpoN T. MiLLs,
Ambassador of the United States of America,
Kabul.

98274 O—58——81 TIAS 3973
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Albania

PASSPORTS, NATURALIZATION, MOST-
TAVORED-NATION TREATMENT

Exchange of notes at Tirana June 23 and 25, 1922
Entered into force July 23, 1922 *

1925 For. Rel. (I) 511

The American Commissioner to the President of the Council and Minister
of Foreign Affairs
TiRANA, ALBANIA,
June 23, 1922.
MR. Prixcz MINISTER:

During irformal conversations which I have had the honor of holding
with Your Exceilency, in my .unofficial capacity as American Commissioner,’
assurances were offered that the authoritics of the Albanian State, under a
decree of the Regents, would be instructed by your government to duly recog-
nize, throughout Albanian territory, ail passports issued by the American
Secretary of State, esnecially those carried by persons -of Albanian origin
who have acquired American natiorality in conformity with the laws of the
Urited States of America.

It may be found useful for me, on my part, to reitcrate at this time points
of view which I have already exrlained to Your Excellency concerning the
attitude of the Department of State, in the interpretation and application
of laws affecting naturalization in the United States, which is, to wit, that
a raturalized citizen who returns to his country of origin and there resides
continuously for a period of more than two vears, shal! be considered to have
expatriated himself and the -0y to have ceased any longer to be entitled to
the rights of American citizenship, unless (a) such residence in his country

* Date of U.S. recognition of Albania.
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10 ALBANIA -

of origin is for the purpose of trading directly and principally with the
United States, or (b) to enable him to pursue studics or engage in missionary
or other legitimate cyltural and philanthropical work, or {c) hecause a
state of poor health prevents his immediate return to the United Siates. The
right of a naturalized citizen to bencfit by any of these exceptions must be
proven in each case by the submission of satisiactory evidence to the Depart-
ment of S.ate.

It would be a further source of gratification to mc to be able to draw to
the awention of my government the fact that similar assurances had been
given by the Government of Albania that favored-nation trcatment also
would be accorded American interests in Aibania, coincident with an initia-
tion of formal diplomatic reiations between the Government of Albania and
that of the United States of America; and that the Albanian Government
will include this provision as a treaty clause in any {uturc commercial con-
vention that may be drawn up between Albania and the American
Government.

In connection with the above, for the completion of the archives of this
Commiission, T venture to suggest the propricty of our confirming these
understandings by an cxchange of written communications.

Plcase accept, Mr. Prime Minister, the assurances of my highest
consideration.

MaxweLL Brake
American Commissioner
His Excellency DyaFer Urpy,
President of the Council and
Minister of Foreign A fairs,
Tirana.

Tke President of the Council and Minister of Foreign A ffcirs to the American
Commissioner

MiNISTERE DES AFFAIRES LTRANGERES
D’ALBANIE
No. 1342 Tirana, le 25 Juin 1922
MRr. CoMMISSIONER: _

In response to your letter of Junc 23, 1922, I beg to state that the Albanian
Government fecls the utmost satisfaction to cnter into correspondence with
the unofficial representative of the United States Government, which more
than once has saved Albania from partition and utter destruction, by plead-
ing her cause during most critical periods of her history.

In connection with the two points vou bring forth in your letter as necding
settlement, before you could take zny steps in favor of the oflicial recognition

A-9
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PASSPONRTS, NATURALIZATION, ETC.—JUNE 23 AND 25, 1022 11
of the Government of Albania by that of the TUnited States, ailow me to comn-
municate to you that:

I. The Albanian Government will recognize the passports given by the
authorities of the United States of America, to persons of Albanian origin,

who are naturalized Americans, in conformity with the American laws con- -

cerning nationalitics.

2. In casc a commercial treaty is concluded betwecen the Government of
the United States of America and that of Albaniz, the latter promises to in-
sert in the said treaty, the most favored nation clause. Meanwhile, following
the oflicial recognition of the Government of Albania by that of the United
States, and pending the conclusion of e treaty above mentioned, the Ameri-
can interests in Albania will receive the most favered nation treatment.

Furthcrmore the Albanian Government is reacdy o show all kinds of facili-
ties to the installation of the American capital in Albania, as well as to accord
concessions to American concerns.

Piease accept, Nir. Commissioner, the assurances of mv highest
consideration.

Djyarer Upr
The President of tie Council and .SEAL]
Minister of Foreign Afairs
ad interim
Honourable MaxweLL Braxke,
American Commissioner,
Tirana
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® (CORRECTED COPY)

Text: 25 Division .‘/
¥=g Public
A’ Release i e gt of

Washington, D.C.

FEBRUARY 20, 1987

° UNITED STATES AND BULGARIA SIGN
NEW BILATERAL AGREEMENT

The United States and Bulgaria exchanged notes on June 20, 1986,

and November 27, 1986 to effect a new bilateral agreement between the
two countries. Texts of the notes follow:

UNITED STATES NOTE ~ 8afia, June 20, 1986

a.m-yczmmmnama.mm:u
cooplinants to the Rinistry of Foreign Affairs of the Peocpla's
" Sapublic of Bulgaria and has the homar to refer to the
aiscussices in ¥ashingtes June S=§, 1986 Datween reprasentatives
aaﬁom{«aommsnmm&mam
" Pecpla’s Bepublic of Bulgaris concarning exparts to tde United
Statas of certain wool taxtile products menufactured ia
Sulgaria. lsllxmnnscd”uun.du.uumun!.thnﬁmnsnnw:ef
the United States proposds the fcllowing agreemest’ (Bereinsfter
mmuuumw:'),numumumz
m-u&m-;=~u=:nh~a-mn!uhnu&ncnd!mclluzuﬂlunns.

1. The tarm of the Aqreement shall be from May 1, 1936 to°
April 30, 1989, The £irst igreemant period shall be from Msy 1,
1986 to April 30, 1987. The second period shall de from May 1.
1387 to April 30, 1988, The third Agreement period shall be -

For more
inf .
contact: EB/TEX:ELIZABETH EWING (202) 647-3000



-2-

3.neuume:mummnm
Wudthc uzoo!m:iantuzeaqu:ﬂm

O@WBQM“&&MI. ﬁodomﬁ.md'
mazmu.muumxmuhua.um
wzthmua.dm&phs.

T 3. During the term of the Agresmant, the Goverrment of

mmamim:mxmzm'mmummlm

iuusummxcpmwumazommeuze
u-atmzmum:mm.umuuzuyuuam
in accordancs with paragraph <. The limit set out in Annex D is
without such adjustments. Ixports ars subject to a limit for
the period in which they are exported.

4. (2) In any Agresment period, exports may exceed by a
man'mmwgm:mmum:n
M&q%s@lﬂttuﬁutlpmmnm
Mtndt&omupadﬁnql&tzuécptmww |
mﬁ('m‘)&on&Ml&ttu
the succeeding Agresment ’criod:(‘arqu") subject to the
following conditionss T '

(1) Carryover may de ttilised as svailable (subject to
w 4 (3)wp to 11 percent of the g.gumq'a?‘.-u:.
pariocd®s applicadble limit. kmwu-num-maq
the first Agreemsnt year, .

A-13
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(2) Carryferward may be utilized up to six percent of
the receiving Agresment period's applicable limit, h:ry!urn.:d
'~ used ghall be chargeq ’6§¢1ast the immediately following Agresment
period’s eoz:uyoau.ng Aiumit, Mo eanyzm shall be availabdle
during the last Ag:o-nt year, . ;

(B) Pozr purposes of the _a;:nacht. a ghartfall occurs wvhen
exports of textile ptadueu fram Bulgaria to the United States
during an Agresment period ars below the applicable specific limit
as set out in Annex B. In the Agreement pariocd following the
shortfall, such exports froe Bulgaria to the United States may be
peraitted to excsed the limit applicable to that period, sudject
to the conditions of sub-paragraph 4 (A), by carryover of an
mmucmdﬂnamlmmhtbmm

(c) a.wummmmwnyamy |
u:mwmmumwcmuw
that adiustment appears appropriats to facilitste the flow of
md-muommsmuaamw Any wnused

- ———cerryrioruard-will-be-secradited to the following periocd’s u-.i.t.
nupmuucuummjwammdmmlum
m:uyhomummmammm
United Statas m'mms-onm carTyover and
carryforward. ' N |

s.m.wnmam;mtmma
vhich derive their chief ehaxaetqruues from t.hczr t-:ti.h
components) o!mleguadetml.. cotton and/or san-mades fider
materials, in which the wool corponent ee;xpruumeh.tcf value
Gf the fiders or 17 percent ar more by weight of all fibers, are

subject to the Agreemesnt.
A-14



‘6. (A) The Government of the United States may assist the
Government of Bulgaria in implementing: the limttation provisicns
of the AgTeement by controlling its imports of the textile
products covered by the Agreement.

RS Exports from Bulgaria in excess of the authorized limit
42 any AgTeement pericd may be denied entry into the United |
Statas. Any sueh shipments denied entry may be permitted entry
into the United Statss and charged to the applicable limit in the
.uee.odinﬁlgrou-atpriee.

(C) Zxports from Pulgaria in excess of the authorized limit
4in any Agresment period will, if allowed entry into the United
Statas during that Agresment period, be charged to the applicable
limit in the succeeding agreement peried. ’ '

2. mw.ﬁmmmmmmmy
mxymw«mm.uumauauamu

-emmmmumwmam&mu

mmmnpmymxymmamm'uumeh‘

ﬂ:hqunulyhuawdcaém”thomm
States. Each Governmest agrees to supply promptly any other
mut. Teadily .n.ﬂabio statistical data Tequested by the -

~mw.

.

8. The Covermment of the United States and the Government
dlugrumueunnammmmhﬂn
aaln-anunotﬂ:uw



9. Mutually satisfactory administrative unnq—-au or
.ﬁmunyhn&pmlnmwmcmut}n
implementation of this M.“Mwag differences in ’eun.
otmo:opgfaum. | -

10. n-mamM‘Mmauuuqum
ucp;amzmmmuummmmumWo
products covered by this Agreement evenly throughout each
Agreement periocd, taking into account normal sesscnal factors.

9. mmdhlanhladm_wutbo
Agreement.

12. The Governmant of the United States and the Government
of Bulgaria may at apy tims propose revisions in the terms of this
AgTesmant. Exch Covernmant agrees to consult promptly with the
other about such proposals vith a viev ¢to making such revisions to
this Agreement or taking such cother appropriate action as may be
ntunycq:udql:n.

13, Either Coverzmment say terminats the Agreement effective
.emmumwmaau’mn&mgammc
Governwest to be given at least ninety days pricr to the end of
. u'&mmmumoum
m:amﬂﬁn.umueumm.msmm.
80ts of scceptance on behalf of the Government of Bulgaria shall
,.lmnudmmetmwccmneetmguu

effective from May 1, 1966, .

A-16
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The Governmont of the United ltmmunpﬂ'&nn:&u:csn&hn1&3:1:

of this opportunity :o:ynnvlnhth.luaAJQ:ycn'!hrcignl!!aialcu
the Pecple’s Republic of Bulgaria the assurances of its highest °

TNIT OF

Dozens

S/1/87= S/1/88-
4/30/88 4/30/89
11,615 11,731

consideration.
ANREX A
CATEGORY DESCFIPTION CONVERSION
PACTOR
435 Wool coats for $54.00
woren, girls
and infants
".Q'.0.0000.0...000.0.00000000'0"'0'0'.00'.".0'.00'00'.'0'0."'..
ANNEX B
CATFUORY CESCRIPTION UNIT 5/1/86~
4/30/87
435 Wool coats for poz 11,500
woren, girls .
and infants. ',

BULGARIA NOTE

February 27, 1986

The Ministry of Foreign Affairs of the People's Republic of

Bulgaria presents its compliments to the Embassy of the United

States of America in Sofia and has the honor to confirm receipt

of its note no.

' as follows:

142 of June 30, 1986,

A-17
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- [The ‘Bulgarian translation of note no. 142 agrees in all

substantive respects with the originai ¥nglish text, with the

following exceptions:

- &

iem <
On Page 4, in paragraph 11 of the English text, the
sentence “"The Gov;rnnont of Bulgaria and the
Govcrnncgt ctxthc United States shall cocpor;te to
avoid circumvention of this iérooncnt‘ is rendered as
“The Govcznnoﬁt of Bulgaria'nnd the Government of the
United States shall coopo:;to to prevent
misunderstandings in regard to this Agreement.”

In Annex A and Annex B, the heading “"Wool coats for
women, girls, and infants® is rendered as "Wool coats

for vonon; girls, and children.”

In reply, the Ministry of Poreign Affairs of the People's

Republic of Bulgaria has the honor to state that the Government

of the People's Republic of Bulgaria accepts the proposal of

the Govo:nnont of the Uhitoq States of America and concurs that.

the Embassy note and this roély thereto shall constitute an

Agreement between the Government of the People’'s Republic of

Bulgaria and the United States of America.

The Ministry of Poreign Affairs avails itself of this

opportunity to renew to tho tlbaaay of the United States of

America in Sotia its assurances of its highest considcration.

Sofia
November 27, 1986

(Seal of the Ministry of
rb:oign Affairs of the
People's Republic of Bulgarial

A-18
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CZECHOSLOVAK SOCIALIST REPUBLIC

f.fl'rade in Textﬂes: Consultations on Market Disruption

Agreement effected by exchange of notes
Dated at Prague March 22 and 28, 1977;
Entered into force March 28, 1977.

The Czech Federal Ministry of Foreign Affairs to the American Embassy

FEDERALN(S
MINISTERSTVO ZAHRANICN{CH

- &1.: 08.088/77-8

Federilnf ministerstvo zahraniénich vécf{ projevuje tctu velvy-
slanectvi Spojenych stitu americkfch a s odvolanfm na jednéni,
jet se v této véci uskuteénila mezi obéma stranami ma &est sdélit,
e vlada Ceskoslovenské socialistické republiky souhlasi s tim, aby
vzijemny obchod s textilem mezi Ceskoslovenskou socialistickou
republikou a Spojen§mi staty americkymi se uskuteéioval na zakladé
nasledujicfho Ujednani:

1/ Platnost Dohody o obchodu s bavindnymi textiliemi mezi
Ceskoslovenskou socialistickou republikou a Spojenymi staty
americkymi, podepsané dne 29. srpna 1969 v doplnéném znénf, bude
ukonéena vstupem v platnost tohoto Ujednani.

2/ Ceskoslovenska socialistickA republika a Spojené staty americké
budou pokradovat ve vzijemném obchodu s bavinénym a vinénym
textilem, textilem z umélych vidken a odévy.

V pHpads, ie by se vyvoz téchto viTobku z Ceskoslovenské social-
istické republiky do Spojenych statu americkych roziffil do té miry,
e by zpusoboval nebo hrozil zpusobit naruseni trhu Spojengch stata
americkfch tak, jak je to definovino v Dohodé o mezinirodnim
obchodu s textilem, podepsané dne 20. prosince 1973 v Zenevé, vlada
Spojengych statu americkfch mule poifdat o konzultace s viadou
Ceskoslovenské socialistické republiky. Vlada Ceskoslovenské social-
istické republiky odpovi na tuto 24dost do 30 dnf a v prubéhu daldich
60 dnf se zGlastni konzultaci (pokud nebude dohodnuto jinak) za
G&elem dosaZenf brzkého fefenf za oboustranné vyhodnfch podminek
ne méné pHznivych, neZ stanovi Dohoda o mezinarodnim obchodu s
textilem ze dne 20. prosince 1973.

(5463) TIAS 8645
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(28 vse:
Federalnf{ ministerstvo zahraniénich véci navrhuje, bude-li viada
Spojenych stati americkych souhlasit s ustanovenimi této-néty,
aby tato néta a odpovéd velvyslanectvi k tomuto Géelu tvotily dohodu
téchto dvou vlad, ktera vstoupi v platnost dnem odpovédi nétou
velvyslanectvi.

Federaln{ ministerstvo zahraniénich véci pouZfvi této piilelitosti,
aby znovu ujistilo velvyslanectvi Spojenych stati americkych svou

nejhlubf Getou.
PrAHA, 22 bfezna 1977
VELVYSLANECTVE
SPOJENYCH STATU AMERICKYCH
Praka

Translation

FEDERAL MINISTRY OF FOREIGN AFFAIRS
No.: 86.085/77-8

The Federal Ministry of Foreign Affairs presents its compliments
to the Embassy of the United States of America and, with reference
to negotiations held between both sides in this matter, has the honour
to advise that the Government of the Czechoslovak Socialist Republic
agrees that the mutual trade in textiles between the Czechoslovak
Socialist Republic and the United States of America be carried out
on the basis of the following Understanding:

1/ The validity of the Agreement on Trade in Cotton Textiles be-
tween the Czechoslovak Socialist Republic and the United States of
America, signed on 29 August 1969, as amended,|['] shall be terminated
upon entry into force of this Understanding.

2/ The Czechoslovak Socialist Republic and the United States of
America will continue in their mutual trade in cotton, wool and man-
made fibre textiles and apparel products.

Should the export of these products from the Czechoslovak Socialist
Republic to the United States of America develop in such a manner
so as to cause or threaten to cause in the United States of America
problems of market disruption as defined in the Arrangement Re-
garding International Trade in Textiles signed on 20 December 1973

1 TIAS 6754, 7626; 20 UST 2830; 24 UST 1071.
TIAS 8645
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?‘;n..Geneva,[‘] the Government of the United States of America may

¥request consultations with the Government of the Czechoslovak
" Socialist Republic. The Government of the Czechoslovak Socialist
“Republic shall respond to such a request within 30 days and within
"the next 60 days it shall take part in consultations (unless otherwise
~agreed) in order to arrive at an early solution on mutually advanta-.
~ geous terms on the basis not less favourable than that provided by
: the Arrangement Regarding International Trade in Textiles of 20
* December 1973.

. The Federal Ministry of Foreign Affairs proposes that if the Gov-
. ernment of the United States of America agrees to the provisions of
*-this Note, this Note and the Embassy’s reply to that effect constitute
- an agreement of the two Governments, which will enter into force on
- the date of the Embassy’s Note in reply.

¥ The Federal Ministry of Foreign Affairs avails itself of this oppor-
_ tunity to renew to the Embassy of the United States of America the
_assurance of its highest consideration.

PRrAGUE, March 22, 1977
[seaL] [Initialed]

:‘..
~EMBASSY OF THE

+  UNITED STATES OF AMERICA
3 Prague
3

. The American Embassy to the Czech Federal Ministry of Foreign Affairs
No. 83

The Embassy of the United States of America presents its compli-
ments to the Federal Ministry of Foreign Affairs of the Czechoslovak
Socialist Republic and has the honor to acknowledge receipt of the
Ministry’s diplomatic note No. 86.055/77-6, dated March 22, 1977,
concerning the mutual trade in textiles between the Czechoslovak
Socialist Republic and the United States of America.

The Government of the United States of America agrees to the pro-

~ visions of the note and further agrees that this note in reply constitutes

an agreement of our two governments which enters into effect on the
. date of this note.

The Embassy of the United States of America avails itself of this

- opportunity to renew to the Federal Ministry of Foreign Affairs of the

Caechoslovak Socialist Republic the assurances of its highest consid-

eration.

Eusassy or TE UNITED STATES OF AMERICA,

Pracux, March £8, 1977

———————
1 TIAS 7840; 25 UST 1001.
TIAS 8645
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United States Department of State
Bureau of Economic and Business Affairs
) Washington, D.C.

SEPTEMBER 29, 1986

UNITED STATES AND CZECHOSLOVAKIA
SIGN NEW BILATERAL TEXTILE AGREEMENT

The United States and Czechoslovakia sign a new bilateral
textile agreement. Texts of the notes follow:

UNITED STATE NOTES

No. 245 Pf?ﬁm- June 28, 1986

.- e g —

The Embassy of the United States of America

presents its compliments to the Federal Ministry of

Foreign Affairs of the Czechoslovak Socialist Republic
and has the honar to refer to the consultations which
took place in Géneva June 3-5, 1986, regarding exports
}from Czechoslovakia of certain textile products to the
United States, and to the Embassy's Notes No. 74 of'
February 27, 1986, No. 170 of April 29, 1986, and

No. 183 of May 13, 1986; and to the Ministry's Note
No. 97.367/86 of April 11, 1986.

This Note encloses the text of the Agreement worked:
out in Geneva by :uprpaunﬁativea of tge Government of the
Czechoslovak Socialist Republic And the Government of
the United States of America, and the Annex which

accompanies that Agreement. Upon receipt of a Note

For more
information

contact: EB/TEX:ELIZABETH EWING (202) 647-2690
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tmth. Hin.i.ltry confirming the .acc.cptuice by the
Government of t;.h‘e Czechoslovak Socialist Republic of
this Agreement, 'the-Ag'reement will become valid.
The Embassy of the United States of America
avails itself of this opportunity to rénew to the
Federal Minis‘vtry of Foreign Affairs the assurances of its

highest consideration.

1. . This Agreement sets out the agreements that have been
reached between the Government of the Czechoslovak Socialist
Republic (hereinafter referred to as Czechoslovakia) and the
Government of the United States of America (hereinafter
referred to as the United States) regarding the exports of
certain textile products from Czechoslovakia for import into
the United States.

2. (A) This Agreement is done in compliance with the
Arrangement Regarding International Trade in Textiles
(hereinafter referred to as “The MPA") as extended by
the Protocol of " 22.12.1981, particularly Article 4.
This Agreement replaces the Agreement on cotton, wool
and man-made fibre textiles between Czechoslovakia and
the United States of April 29, 1977.

(B) The term of this Agreement will be the period from
June 1, 1986 to May 31, 1989. Each "Agreement Year®
shall be a twelve-month period from June 1 of a given
Year to May 31 of the next year.

COVERAGE OF AGREEMENT

3. FPor the purposes of this Agreement, textile products
ghall be classified as cotton, wool, or man-made fibre textiles
if wholly or in chief value of any of these fibres. Products
covered by this sub-paragraph but not in chief value of cotton,
wool, or man-made fibre shall be classified as:

(i) Cotton textiles if containing SO percent or more by
weight of cotton, or if the cotton component exceeds by
weight the wool and/or the man-made fibre components:

(ii) Wool textiles if not cotton, and wool equals or

exceeds 17 percent by weight of all component fibres:
and
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(1ii) Man-made fibre textiles if not cotton or wool as
described in (i) or (ii) above and containing 50 percent
or more by weight of man-made fibre, or if man-made
fibre in combination with cotton and/or wool in the
aggregate equal or exceed 50 percent by weight of the
component fibres and the man-made fibre component
exceeds the weight of the total wool and/or total cotton
component.

Commencing with the first agreement period and during

subsequent term of this Agreement, the Government of

Czechoslovakia shall . limit exports to the United States of
textiles to the specific limits set out in Annex A. as such
specific limits may be adjusted in accordance with Paragraph S.

FLEXIBILITY ADJUSTMENTS

(A) The specific 1limits set out in Annex A do not
include any adjustments permitted under Paragraph 5.

(B)(i) The extent to which any specific limit set out
in Annex A may be exceeded in any agreement period by
carryforward (borrowing a portion of the corresponding
specific 1limit from the succeeding agreement period)
and/or carryover (the use of any unused Yyardage or
shortfall of the corresponding specific limit for the
previous agreement period) is eleven (11) percent, of
which carryforward shall not constitute more than six
(6) percent.

(B)(ii) No carryover shall be available for application
in the first agreement period. No carryforward shall be
available for application in the final agreement period.

(C) For the purposes of the Agreement, a shortfall
occurs when exports of textiles from Czechoslovakia to
the United States during any agreement year are below
any specific limit as set out in Annex A or, in the case
of any 1limit decreased pursuant to Paragraph S, when
such exports are below the limit as \decreased.

(D). The Government of Czechoslovakia will notify the
Government of the United States through official
channels when it wishes to use an unused gquantity
(shortfall) available in categories for carryover or
when it wishes to use carryforward, subject to the
provision set out above. However, the Government of the
United States may apply adjustments under this paragraph
to any specific limit whenever that adjustment. appears
appropriate to facilitate the flow of trade and the
sound administration of the Agreement. To the extent
that such adjustments are actually utilized, they will
be igplemented by means of carryover and carryforward,
in thidt  order. Any unused carryforward will be
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re-credited to the- following period's 1limit. This procedure
will not prejudice the outcome of any consultations that may be
held between our- Governments concerning the amounts of
available carryover and carryforward.

(BE) During any agreement year, the specific limits set
out in Annex A may be increased by not more than 5
percent (swing) provided that a corresponding reduction
in square yards equivalent is made in one or more other
specific limits during the same agreement years.

(F) The Government of Czechoslovakia shall indicate to

the Government of the United States the specific limits

or sub-limits it would like to increase and which it
. would like decreased.

OVERSHIPMENT CHARGES

6. (A) Products of Czechoslovakia shipped in excess of
authorized limits in any agreement period may be denied
entry into the United States. Any such shipments denied
entry may be permitted entry into the United States and
charged to the applicable 1limit in the succeeding
agreement period. The Government of the United States
shall inform the Government of Czechoslovakia of any
such charges.

(B) Products of Czechoslovakia shipped in excess of
applicable 1limits in any agreement period will, if
allowed entry into the United States during that
agreement period, be charged to the applicable 1limit in
the succeeding agreement period.

(C) Any action taken pursuant to sub-paragraphs (A) and
(B) above will not prejudice the rights of either side
regarding consultations.

SPACING PROVISION

7. - The Government of Czechoslovakia shall space exports to
the United States within each category evenly throughout each
agreement period, taking into consideration normal seasonal
factors. ‘ :
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U.S. ASSISTANCE IN IMPLEMENTATION
OF THE LIMITATION PROVISION

8. The Government of Czechoslovakia shall administer its
export control system under this Agreement. The Government of
the United States may assist the Government of Czechoslovakia
in implementing the limitation provisions of this Agreement by
controlling imports of textiles and textile products covered by
this Agreement.

EXCHANGE OF INFORMATION

9. With regard to fraud and circumvention, each Government
agrees to supply to the other Government any information within
its possession which it reasonably believes to be necessary for
- the enforcement of this Agreement.

10. (A) The Government of the United States shall promptly
supply the Government of Czechoslovakia with data on
monthly imports of the textiles or textile products
listed in Annex A into the United States from
Czechoslovakia.

(B) The Government of Czechoslovakia shall promptly
supply the Government of the United States with data on
monthly exports of textiles or textile products listed
in Annex A from Czechoslovakia to the United States.

(C) BEach Government agrees to promptly supply needed
statistical data necessary to the 1-p1enentation of this
Agreement requested by the other Government.

MUTUALLY SATISFACTORY
ADMINISTRATIVE ARRANGEMENT
‘

11. Mutually satisfactory administrative arrangements or
adjustments may be made to resolve minor problems arising in
the implementation of this Agreement, including differences in
points of procedures or operation.

CONSULTATION ON IMPLEMENTATION QUESTIONS

12. The Government of the United States and the Government
of Czechoslovakia agree to consult upon the request of the
other, on any question arising in the implementation of this
Agreement.
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RIGHT TO PROPOSE REVISIONS TO THE AGREEMENT

13. The Government of the United States and the Government
of Czechoslovakia may at any time propose revisions to the
terms of this Agreement. Each agrees to consult promptly with
the other about such proposals with a .view to making such
revigsions to this Agreement, or taking such other appropriate
action as may be mutually agreed upon. '

CONSULTATIONS IN CASE OF INEQUITY
V1S-A-VIS A THIRD COUNTRY

14. If the Government of Czechoslovakia considers that as a
result of limitations specified in this Agreement it is being
placed in an inequitable position relative to a third country.
the Government of Czechoslovakia may request consultations with
the Government of the United States with ‘a view to taking
appropriate remedial actions, such as a reasonable modification
of this Agreement.

ARTICLE 3 PROCEDURE

1S5. For the duration of this Agreement, the Government of
the United States shall not invoke the procedures of Article 3
of the Arrangement to request restraint on the exports of wool,
cotton and man-made fibres textiles cited in Annex A of the
Agreement. The Government of the United States and the
Government of Czechoslovakia reserve their rights under the
Arrangement with respect to textiles and textile products not
subject to Annex A of this Agreement.

PROVISION FOR TEXTILE AGREEMENTS
HARMONIZED COMMODITY CODE

16. (A) Both parties recognize that adoption of the
harmonized commodity code (1CC) may result in some
changes in the U.S. categorization of textile products
covered under this Agreement. If such changes are made
during the term of this Agreement, the Government of the
United States and the Government of Czechoslovakia will
consult with a view towvard reaching a satisfactory
resolution of issues concerning categories covered by
this Agrecment. The Government of Czechoslovakia
recognizes that should there be no resolution in such
consultations, the Government of the United States
reserves its right to make such ad justments to Annex A

- as necegssary to bring them into conformity with the new
category system and with the harmonized commodity code.
The intent of this conversion on the part of the United
States is solely to align the system and limits with the
HCC. 1It is not intended to diminish or alter overall
trade in textiles with Czechoslovakia. -

A._Z 8
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(B) Consultatiohs under this provision shall be
venliieted no later than 90 days before final adoption of
Lhe hatmonized commodity coda by the Government of the
United States.

AGREEMENT CIRCUMViNTION

17. Both Governments agree to cooperate to avoid
circumvention of this Agreement.

18. Either Government may terminate this Agreement,
effective at the end of an agreement period, by written notice
to the other Government to be given at least 90 days prior to
the end of such agreement period.

19. The Annexes of this Agreement shall be considered as an
integral part thereof.

ANNEX A
‘ June 1, 1986 June 1, 1987 June 1, 1988
Category May 31, 1987 May 31, 1988 May 31, 1989
443, (wool men's and
boys suits) 6,000 dozen 6,060 dozen 6.121 dozen
435 (wool womens'
' and girls' and

infants' coats) 7.000 dozen 7.070 dozen 7.141 dozen

Conversion factor to dozens:
Category 435 - 54. SYE
Category 443 - S4. SYE o

No. 255 Prague, July 3, 1986

3 L .

The Embassy of the United States of America
presents its compliments to the Federal Ministry of

Foreign Affairs 'of the Czechoslovak Socialist Republic
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" and has th. hono: to tefe: to tho :nba:sy‘l Note No. 245

dated June 25, 1956, which enclosed the text of an
Agreement on textiles.

Further discussions between the Embassy and the
Federal Ministry of Foreign Trade resulted in .the modification
of the language contained i} Paragr&ph 19 of the Agreement.
The.new text of Pa:agrﬁph 19 is included in a revised
version of the last page of the Agreement as it was
provided to the Ministry in the Note referred to above.

As stated in the Embassy's original Note, upon
receipt of a Note from the Ministry confirming the
‘aéceptance by the Government of the Czechoslovak Socialist
Republic of this Agreement as revised, the Agreement will
become valid. - .

The Embassy of the United States of America avails

itself of this opportunity to renew to the Federal Ministry
of Foreign Affairs the assurances of its highest

consideration.
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PROVISION FOR TEXTILE AGREEMENTS

16. (A) Both parties recognize that adoption of the

harmonized commodity code (HCC) may result in some
changes in the U.S. categorization of textile products
covered under this Agreement. 1If such changes are made
during the term of this Agreement, the Government of the
United States and the Government of Czechoslovakia will
consult with a view toward reaching a satisfactory
resolution of issues concerning categories covered by
this Agreement.. The Government of Czechoslovakia
recognizés that should there be no resolution in such
consultations, the Government of the United States

v reserves its right to make such adjustments to Annex A
as necessary to bring them into conformity with the new
category system and with the harmonized commodity code.
The intent of this conversion on the part of the United
States is solely to align the system and limits with the
HCC. It is not intended to diminish or alter overall
trade in textiles with Czechoslovakia.

(B) Consultations wunder this provision shall be
" conducted no later than 90 days before final adoption of
the harmonized commodity code by the Government of the
United States.

AGREEMENT CIRCUMVENT]ON

17. Both Governments agree to cooperate to  avoid
circumvention of this Agreement. ‘

18. Either Government may terminate this Agreement,
effective at the end of an agreement period, by written notice
to the other Government to be given at least 90 days prior to
the end of such agreement period.

19. Annex A to this Agreement and any future annexes to this
Agreement shall be considered an integral part thereof. Any
such future annexes to this Agreement shall be agreed upon and
confirmed through diplomatic channels. \
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CZECHOSLOVAK NOTE
" - -

- - T -

July 22, 1986

-

No. 119.928/86 .

The Federal Ministry of Foreign Affairs of the Czechoslovak
Socialist Republic presents its compliments to the Embassy of the
United State; of America in Prague and, referring to the talks helc
in Geneva on June 3-5, 1986, concerning the export of certain kinds
of textile goods from the Czechoslovak Socialist Republic to the
United States of America, and to its notes no. 245 of June 25, 198€
and no. 255 of July 3, 1986, has the honor to state that the Agree-
ment on the Export of Certain Textile Products from the Czechoslova
Socialist Republic to the United States of America in the version
appended to the above-mentioned notes was approved in conformance
with Czechoslovak legal regulations.

- Notes no. 245 of June 25, 1986, and no. 255 of July 3, i§86,
from the Embassy of the United States of America in Prague and this
note therefore constitute an agreement between the two Governments
on this agreement, which shall enter into force on this day.

The Federal Ministvxy.of Foreign Affairs of the Czechoslovak
Socialist Republic avails itself of this opportunity to renew its

assurances of its highest consideration to the Embassy of the ‘Unite«

\
States of America.

In Pragque, July 22, 1986

Embassy of the United States /Seal of the Minist_ry of

of America : Foreign Affairs of the

Praque Czechoslovak Socialist
Republic/
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MOST-FAVORED-NATION TREATMENT IN
CUSTOMS MATTERS

Exchange of notes at Washington March 2, 1925

Estonian ratification notified to the United States August 1,1925
Entered into force August 1, 1925

Modified by agreement of July 10 and 16, 1951 *
Treaty Series 722

The Secretary of State to the Estonian Minister

DEPARTMENT OF STATE
Washington, March 2, 1925

Smr:

I have the honor to make the following statement of my understanding
of the agreement reached through recent conversations held at Washington
on behalf of the Government of the United States and the Government of
the Republic of Esthonia with reference to the treatment which the United
States shall accord to the commerce of Esthonia and which Esthonia shall
accord to the commerce of the United States.

These conversations have disclosed a mutual understanding between the
two Governments which is that, in respect to import, export and other duties
and charges affecting commerce, as well as in respect to transit, warehousing
and other facilities and the treatment of commercial travelers’ samples, the
United States will accord to Esthonia and Esthonia will accord to the United
States, its territories and possessions, unconditional most-favored-nation
treatment; and that in the matter of licensing or prohibitions of imports or
exports, the United States and Esthonia, respectively, so far as they at any
time maintain such a system, will accord to the commerce of the other treat-
ment as favorable, with respect to commodities, valuations and quantities,
as may be accorded to the commerce of any other country.

*In reply to a note of July 10, 1951, from the Secretary of State relative to *‘the various
controls which the Government of the United States believes it is necessary or desirable to
apply to trade between the United States and various areas under Soviet domination
or control,” the Acting Consul General of Estonia at New York, in a note dated July 16,
1951, said that he would have “no objection to the application to that trade [between the
United States and Estonia] of such controls as the Government of the United States may
consider appropriate.”

1 Bewvuas 608
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MOST-FAVORED-NATION TREATMENT—MARCH 2, 1925 609

It is understood that

No higher or other duties shall be imposed on the importation into or
disposition in the United States, its territories or possessions, of any articles
the produce or manufacture of Esthonia than are or shall be payable on
like articles the produce or manufacture of any foreign country:

No higher or other duties shall be imposed on the importation into or
disposition in Esthonia of any articles the produce or manufacture of the
United States, its territories or possessions, than are or shall be payable on like
articles the produce or manufacture of any foreign country:

Similarly, no higher or other duties shall be imposed in the United States,
its territories or possessions, or in Esthonia on the exportation of any articles
to the other or to any territory or possession of the other, than are payable
on the exportation of like articles to any foreign country:

Every concession with respect to any duty, charge or regulation affecting
commerce now accorded or that may hereafter be accorded by the United
States or by Estonia, by law, proclamation, decree or commercial treaty or
agreement, to any foreign country will become immediately applicable with-
out request and without compensation to the commerce of Esthonia and of
the United States and its territories and possessions, respectively.

Provided that this understanding does not relate to

(1) The treatment which the United States accords or may hereafter
accord to the commerce of Cuba or any of the territories or possessions of the
United States or the Panama Canal Zone, or to the treatment which is or

may hereafter be accorded to the commerce of the United States with any .

of its territories or possessions or to the commerce of its territories or posses-
sions with one another.

(2) The treatment which Esthonia accords or may hereafter accord to
the commerce of Finland, Latvia, Lithuania, Russia, and/or to the states
in custom or economic union with Esthonia, or to all of those states, so long
as such special treatment is not accorded to any other state.

(3) Prohibitions or restrictions of a sanitary character or designed to
protect human, animal or plant life or regulations for the enforcement of
. police or revenue laws.

The present arrangement shall become operative on the day when the
ratification of the present note by the Esthonian Parliament will be notified
to the Government of the United States and, unless sooner terminated by
mutual agreement shall continue in force until thirty days after notice of the
termination shall have been given by ecither party; but should either party be
prevented by future action of its legislature from carrying out the terms of
this arrangement, the obligations thereof shall thereupon lapse.
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610 ESTONIA

I shall be glad to have your confirmation of the accord thus reached.
Accept, Sir, the renewed assurances of my highest consideration.

CHarLEs E. HuGHES

Dr. A. Pop
Minister of Esthonia
The Estonian Minister to the Secretary of S tate
EsTHONIAN LEGATION
Washington, March 2, 1925
Sir:

I have the honor to make the following statement of my understanding
of the agreement reached through recent conversations held at Washington
on behalf of the Government of the Republic of Esthonia and the Govern-
ment of the United States with reference to the treatment which Esthonia
shall accord to the commerce of the United States and which the United
States shall accord to the commerce of Esthonia.

(For statement of understanding, see U.S. note, above.]

I shall be glad to have your confirmation of the accord thus reached.
Accept, Sir, the renewed assurances of my highest consideration.

A. Pup

His Excellency
CuarLes Evans HucHEs
Secretary of State of the United States
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Textiles Division

! PUbllc 5 United States Department of State
Release e f Eomemis o2 Bt A

June 18, 1987

UNITED STATES AND GERMAN DEMOCRATIC REPUBLIC LSTABLISH
BILATERAL TEXTILE AGREEMENT

The United States and Germany established a bilateral textile
agreement by exchange of notes on December 10, 1986 and February 27,

1987. Text of the notes follow:

UNITED STATES NOTE

Berlin, December 10, 1986
No. 1277

The Embassy of the United States of America
presents its compliments to the Ministry of Foreign
Affairs of the Gérman Democratic Republic and has the
honor to refer to discussions in Washington, D.C. on
November 19, 1986 concerning exports to the United
States of certain cotton textile products manufactured
in the German Democratic Republic. As a result of
these discussions, the Embassy on behalf of the
Government of the United States proposes the following
agreement (hereinafter referred to as the agreement)
relating to trade in cotton textile products between
the German Democratic Republic and the United States.

1. The term of the agreement shall be from
January 1, 1987 to December 31, 1989. Each agreement
year shall be a calendar year.

2. The category of textile products covered by
the agreement and the rate of conversion into square
yards equivalent are set out in Annex A. For the

purposes of this agreement, textile products shall be

For more
information

contact: EB/TEX: SUSAN SALEM (202) 647-2777
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classified as cotton, wool or man-made fiber.toxtilel

if wholly or in chief value of any of these fibers

Products covered by this Paragraphs --- but not in chief

value cotton, wdol, or man-made

fiber --- ghall be

classified as cotton textiles if containing SO percent

. or more by weight of cotton, or if the cotton with vqol

and/or man-made fibers in the aggregate equal or exceed
50 poxc;nt by weight and the cotton component equals

or exceeds the weight of each of the total weel and/or
man-made fiber components. ‘

3. During the term of the agreement, the Government
of the German Democratic Republic shall limit annual
exports from the, German Democratic Republic to the United
States of the textile products listed in Annex A, to the
specific limit set forth in Annex B hereto, as such limit
may be adjusted in accordance with Paragraph 4. The
limit set out in Annex B is without such adjustments.
Exports are subject to a limit for the period in which
they are cxpo:tea.

4. (A) In any agreement year, exports may exceed
by a maximum of 10 percent any specific limit set out in
Anhex B by allocating to such limit for that agreement
year any unused portion of the corresponding limit for
the previous agreement year ("carryover®) or a portion

of the corresponding limit for the succeeding agreement

year ("carryforward®”) subject to the following conditions:

(1.) Carryover may be utilized as available
(subject to Subparagraph 4 (B)) up to six (§) percent
92 the receiving agreement year's applicable limit. No
catronc: shall be available during the first agreement

year.
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(2.) Carryforward may be utilized up to ten (10)
percent of the receiving agreement year's specific
limit. Carryforward used shall be charged against the

" immediately followiﬁg agreement year's eor?oapondinq
limit. No carryforwazd shall be available during the
last agreement year.

(B) ror purposes of the agreement, a shortfall
occurs when exports of textile products from the German
Democratic Republic to the United States during an
agreement year are below the applicable specific linmit

as set out in Annex B. 1In the agreement year following
the shortfall, such exports from ého German Democratic
Republic to the United States may be permitted to

exceed the limit applicable to that year, subject to the
conditions of Subparagraph 4 (A), by.carrybvgr of an
amount not.to exceed the actual shortfall in the previous
period.

(C) The Government of the United States may apply
adjustments as available under this paragraph whenever
the adju-tnont-.u:c :qquonccd by'thc German Democratic
Republic. Any unused carryforward will be recredited
to the téllcving agreement year's limit.

5. (A) The Government of the United States may
assist the GoQ‘rnncnt of the German Democratic Republic
in implementing the limitation p:oiinionl of the agree-
ment by controlling its imports of the textile products

covered by the agreement.
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(B) Exports from the Ge:maqibemoc:atic Republic
in excess of the authorized limit in any agreenment yenf
may be denied entry into the United States. Any such
shipments denied entry may be permitted entry into the
United States and charged to the applicable limit in the
succeeding agteehent year.

(C) Exports from the German Democratic Republic
in excess of the authorized limit in any agreement year, .
" if allowed entry into the United States during that
agreement year, will be charged to the applicable limit
in tae succeedin; agreement year.

6. The Gove:gment of th German Democratic Republic
shall use its best efforts to space exports from the
‘German Democratic Republic to the United States of the
textile products covered by the agreement evenly
throughout ;ach agteemcnt'year, taking into account -
né:mal seasonal factors.

7. The Government of the United States shall
promptly supply the Government of the German Democratic
Republic with monthly data on imports of textile pzbducts
subject to this agreement; and the Government of the
German De;ocratic Republic shall promptly supply the
Government of the United States with quarterly data on
exports of such products to the United States. zagh
government agrees to supply promptly any other pertinent,

readily avajlable statistical data requested by .the other

government.
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8. - Mutally satisfactory ldqinilt:ativc arrangements
or adjustments may be made to resolve minor problems
arising in the implementation of this agreement, including
differences in points of procedure or operation.

9. The Government of the Unitoa States and the
Government of the German Democratic Republic agree to
consult on any que:tioh arising in the implementation
of the agreement.

10. The Government of the United States and the .
Government of the German Democratic Republic may at any
time propose rcvilionl in the terms of this agreement.
Each government agrees to consult promptly with the other
about iuch proposals with a view to making such revisions
to this agreement or taking such other appropriate action
as may be mutually agreed upon.

11. T£c Government of the German Democratic Republic
and the Government of the United States shall cocperate
to avoid ci:can;ntion of this agreement.

12. Either government may terminate the agreement
effective at the end of any agreement year by written
notice to the other government to be given at least

ninety days prior to the end of such agreement year.

If the foregoing proposal is acceptable to the
Government of the German Democratic Republic, this note
and a note ot'ucceptanco on behalf of the Goi;rnnent
of the German Democratic Republic shall conltitutp an
agreement between the Government of the United Statos
‘and the Government of the German Democratic Rppublic

effective January 1, 1987.
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The Government of the United States wishes to
encourage th‘ Government of the German Denoc:atic
Republic to complete an exchange of notes is cafly as
possible so that.tho United States Government can
implement ﬁhe ag:eemént at the beginning of 1987.

The Embassy avails itself of this opportunity to

renew to the Ministry the altuianco of its highest

consideration. .
Annex A
Category Description Conversion Unit of
Factor Measure
334 Other cotton 41.3 L dozens
coats for men
and boys
Annex B
. Catego Description Unit 1/1/87- 1/1/88- 1/1/89-
gory P 12/31/87 12/31/88 12/31/89
334 Other cotton Doz 19,500 19,500 19,500
: coats for men .
and boys
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Berlin, Februa
GERMAN NOTE ’ Ty 27, 1987

The Ministry for Foreign Affairs of the German Democratic
Republic presents its compliments to the Embassy of the United
States of America in the German Democratic Republic and has the
honor to inform it in reply to the Embassy's note No. 1277 of
December 10, 1986 tnat the Ministry for Foreign Trade of the
German Democratic Republic agrees to the number of 19,500
dozens zippéred jackets for the years 1987 to 1989 each as set
forth in the Memorandum of Understanding of November 19, 1986
in accordance with Annex B of note No. 1277, and thus considers
the agreement finalized.

The Ministry for Foreign Affairs of the German Democratic
Republic avails itself of the occasion to renew to the Embassy
of the United States of America in the German Democratic

Republic the assurance of its very high consideration.

To the Embassy of the
United States of America
in the German Democratic Republic
Berlin

Stamp of the Foreign Ministry
of the German Democratic Republic
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HUNGARIAN PEOPLE’S REPUBLIC
Trade Relations

Agreement signed at Budapest March 17, 1978;
Entered into force July 7, 1978.

(2711) TIAS 8967
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2712 U.S. Treaties and Other International Agreements (20 usT

—

AGREEMENT ON TRADE RELATIONS BETWEEN THE
UNITED STATES OF AMERICA AND THE
" HUNGARIAN PEOPLE'S REPUBLIC

The Government of the United States of America and
the Goverament of the Bungarian People's Republic:

Desiring to develop further the friendship between
the American and Bungarian peoples;

Noting the steady improvement in relations between
the two countries:;

Recognizing that the development of economic and
commercial relations can contribute to a general strength-
ening of their relations:

Acknowledging that favorable conditions for the
further long-term expansion of trade and economic cooperation
exist between the two countries and can be further expanded
to the benefit of both countries:

Desiring to develop long-term trade and econcmic
cooperation based upon the principles of sovereign
equality and mutual benefit;

Reaffirming the importance of the principles of the
General Agreement on Tariffs and Trada[xlfo: the trade policies
of the two countries;

Determined to give full effect to the Final Act of
the Conference on Security and Cooperation in Europe signed
on August 1, 1975:[2]

Agree as follows:

1 TIAS 1700 : 61 Stat., pts. 5and 6.
3 Department of State Bulletin, Sept. 1, 1973, p. 328.
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ARTICLE I
MOST FAVORED NATION TREATMENT
NONDISCRIMINATORY TRADE

l. The Parties shall apply between themselves the
provisions of the General Agreement on Tariffs and Trade
and the Protocol for the Accession of Hungary of
August 8, 1973, as those provisions apply to each Party,
provided that to the extent that any provision of the
General Agreement Or its Protocols is inconsistent with
any provision of this Agreement, the latter shall apply.

2. The Parties agree to maintain a satisfactory
balance of concessions in trade and services during the
period of this Agreement, and in particular to reciprocate
satisfactorily reductions by the other Party in tariffs
and non-tariff barriers to trade that result from
multilateral negotiations.

ARTICLE II

EXPANSION OF TRADE

1. The Parties shall take appropriate measures to
encourage and facilitate the exchange of goods and services
on the basis of mutual advantage, and to secure favorable
conditions for the continuous, long-term development of
trade relations, between f;rms, enterprises and companies
of the two countries.

2. The Parties recognize the significant role which
economic, industrial and technical cooperation may play
in the further development of their economic and trade
relations. They confirm their readiness to encourage,
promote and facilitate these forms of cooperation between
interested firms, enterprises and companies of their
respective countries in the fields of industry, agriculture
trade and technology.

3. Commercial transactions will be effected on the
basis of contracts to be concluded between firms,
enterprises and companies of the two countries in
accordance with applicable laws and regulations. Such
contracts, including contracts for services, especially

TIAS 8967
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those for commercial, technical, financial, transportation
and insurance services, will generally be concluded

on the basis of commercial considerations on terms customary
in international commercial practice.

ARTICLE III
BUSINESS FACILITATION

1. Each Party acknowledges that favorable conditions
exist for the facilitation of business and the exchange of
economic and commercial information in both countries.

The Parties, through their laws and regulations, will
continue to provide further business facilities, especially
those indicated in this Article, to support the development
of their mutual trade.

2. Firms, enterprises and companies of each Party
shall be afforded access to all courts and, when
applicable, to administrative bodies of the other Party
as plaintiffs or defendants, or otherwise, in accordance
with the laws in force in the territory of such other
Party, on the basis of most-favored-nation treatment.

3. Each Party shall permit firms, enterprises and
companies of the other Party to advertise and promote
its products and services and provide technical services,
in compliance with the respective laws and regulations
of each Party.

4. Each Party reaffirms its commitments made in the
International Convention to Facilitate the Importation of
Commercial Samples and Advertising Material, done at
Geneva on November 7, 1952.[1]

S. Firms, enterprises and companies of each Party
may initiate and maintain contact with present and potential
buyers, users and suppliers for authorized purpcoses,
including the exchange of technical and econanmic
information and for the purposes specified in contracts
between firms, enterprises and companies of each Party,
in accordance with laws and regulations in force.

*TIAS83920: 8 UST 16386.
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6. Each Party shall permit and facilitate the entry,
exit and stay within its territory of foreign employees
and foreign representatives of the other Party's firms,
enterprises and companies, subject to applicable laws and
regulations.

7. Each Party will continue to publish and to make
available economic and commercial information to promote
trade and to help firms, enterprises and companies
engaged in commercial activities.

8. Each Party will encourage the participation
of its firms, enterprises and companies in trade promotional
events such as fairs, exhibitions, missions and seminars
in the other country. Similarly, each Party will encourage
firms, enterprises and companies of the other Party to
participate in trade promotional events in its territory.
Subject to the laws in force within their territories,
the Parties agree to allow the import and re-export on
a duty free basis of all articles for use in promotional
events, provided that such articles are not sold or other-
wise transferred.

9. Each Party agrees to provide its good offices
to assist in the solution of business facilitation
problems. For this purpose, each Party will designate
appropriate organizations within its government to which
firms, enterprises and companies of the other Party will
have ready access in order to present business facilitation
problems in cases where all normal channels have
been exhausted.

10. Neither Party shall take measures which would
unreasonably impair the contractual rights or other interests
acquired within its territory by firms, enterprises and
companies of the other Party.

11. Representation of the firms, enterprises and
companies of one Party in the territory of the other
shall be facilitated in accordance with the following
provisions.

A. Each Party recognizes the value of
representation in its territory of firms, enterprises
and companies of the other Party, either by local firms,
enterprises and companies on the basis of agency con-
tracts, or by commercial representations, as defined
in Article X paragraph 2, subject to laws and regulations of
each Party.

TIAS 86687

A-50



2716 U.S. Treaties and Other International Agreements (20 UsT

B. They agree to facilitate the establishment
and operation of such agency or commercial representations.
Applications for any authorizations required for the
establishment and operation of commercial representations
shall be acted upon without delay.

C. Firms, enterprises and companies of each
Party that have or desire to open cocmmercial representations
in the territory of the other Party shall be accorded
treatment no less favorable than that accorded to firms,
enterprises and companies of any third country.

D. Firms, enterprises and companies operating
commercial representations may hire, directly compensate
at lawful rates, and terminate the employment of nationals
of the host country or of third countries, in accordance
with laws and regulations in force in the host country.
Persons other than local nationals may be employed in
accordance with laws applicable to the entry and sojourn
of aliens.

E. Commercial representaticns shall be permitted
to import office equipment and automcbiles for their
operation, subject to applicable customs regulations. In
the event of termination of the operation of a commercial
representation, it shall be permitted to export equipment
properly imported under this Article.

F. Each Party shall permit foreign employees
B of commercial representations of the other Party to reside
in its territory along with their families, subject to
its laws and regulations applicable to the entry and.
sojourn of aliens. Foreign employees of commercial rep-
resentations shall be permitted to secure housing and
office facilities.

G. Each Party shall normally issue multiple
entry and exit visas to foreign employees of commercial
representations and their families who are assigned in
that capacity in its territory: such persons shall be
permitted to import personal effects for personal use
and not for any other person nor for sale duty free in
accordance with applicable customs procedures. They shall
be permitted to export their imported personal effects
duty free.
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» H. The Parties recognize the value of facil-
itating the work of other persons who may be assigned

in their territory in connection with activities related
to this Agreement. To this end, the two preceeding
subparagraphs of. this Article shall apply with respect to:

. i. Foreign employees of joint ven-
tures involving firms, enterprises and
companies of both Parties who are assigned
in the territory of the other Party for
purposes of the joint venture; and

ii. Employees or other represen-
tatives of firms, enterprises or companies
of either Party who are assigned in the
territory of the other Party pursuant to
sales or other contracts between firms,
enterprises and companies of the Parties.

ARTICLE IV

FINANCIAL PROVISIONS RELATING TO TRADE

1. Firms, enterprises and companies of either Party
will conduct their financial transactions with the firms,
enterprises and companies of the other Party, including
those specified in paragraphs 2 through 5, in accordance
with applicable laws and regulations of each Party.

2. Financial transactions between firms, enterprises
and companies of the two countries shall be carried out in
United States dollars or any other freely convertible
currency unless the parties to the transaction agree otherwise.

3. Each Party shall grant any authorizations which
may be necessary to the firms, enterprises and companies
of the other Party on the basis of most-favored-nation
treatment with respect to:

A. Transactions involving payments, remittances and
transfers of convertible currencies or financial instruments
representative thereof between the territories of the two
Parties, as well as between the territory of that Party
and that of any third country;

TIAS 8967
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B. Rates of «xchange and matters relating thereto:;

C. Opening and maintaining accounts in local and
any convertible currency in financial institutions and with
respect to use of such currencies.

4., Expenditures in the territory of a Party by firms,
enterprises and companies of the other Party may be made in
local currency received in an authorized manner.

S. Except in time of declared national emergency,
neither Party shall place restrictions upon the export
from its territory of freely convertible currencies or
deposits, or instruments representative thereof, by the firms,
enterprises and conpanies or Government of the other Party,
provided such currencies, deposits, or instruments were
received in an authorized manner.

ARTICLE V
INDUSTRIAL PROPERTY, COPYRIGHTS AND

INDUSTRIAL RIGHTS AND PROCESSES

A 1. Each Party reaffirms the commitments made with
respect to industrial property in the Paris Convention
for the Protection of Industrial Property, as revised at
Stockholm on July 14, 1967.{:}

A& 2., Each Party reaffirms the commitments made in
the Universal Copyright Convention of September 6, 1952,
as revised at Paris on July 24, 1971.[2]

3. Each Party shall provide to the firms, enterprises
and companies of the other Party national treatment or
most-favored-nation treatment, whichever is more favorable,
with respect to legal protection of other industrial
rights and processes.

' TIAS 6923. 7727: 21 UST 1583: 24 UST 2140.
*TIAS 3324. 7568 : 6 UST 2731: 25 UST 1341.
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ARTICLE VI
GOVERNMENT COMMERCIAL OFFICES

1. 1In order to promote the expansion of trade and
economic cooperation between the Parties, each Party will
permit and facilitate the establishment and operation of
a government commercial office of "the other Party as an
integral part of its Embassy. This office may be located
in premises separate from those occupied by the Embassy.
The opening of branches of such government commercial
offices shall be the subject of separate arrangenents
between the Parties. Representatives of firms, companies
and enterprises of either Party shall have for commercial
purposes full access to these offices.

2. Government commercial offices, and their respective
officers and staff members, to the extent that they enjoy
diplomatic immunity, shall not function as agents or principals
in commercial transactions, or enter into contractual agreements
on behalf of commercial organizations, or engage in other
commercial activities inconsistent with their diplomatic status.
They may, however, engage in general trade promotion activity.

ARTICLE VII

MARKET DISRUPTION SAFEGUARDS

1. The Parties agree to consult promptly at the
request of either Party whenever either actual or pro-
spective imports of products originating in the terri-
tory of the other Party cause or threaten to cause
or significantly contribute to market disruption. Market
disruption exists within a domestic industry whenever
imports of an article, like or directly competitive with
an article produced by such domestic industry, are in-
creasing rapidly, either absolutely or relatively, so as
to be a significant cause of material injury, or threat
thereof, to such docmestic industry.

2. Either Party may impose restrictions, limitations or
price measures on imports originating in the territory of
the other Party to prevent or remedy actual or threatened
market disruption.

3. The procedures for application of this Article
are set forth in the Annex.
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ARTICLE VIII
SETTLEMENT OF COMMERCIAL DISPUTES

1. The Parties encourage the prompt and equitable
settlement of commercial disputes between their firms,
enterprises .and companies.

2. Both Parties endorse the adoption of arbitration
for the settlement of such disputes not otherwise amicably
resolved. The Parties encourage their respective firms,
enterprises and companies to provide in their contracts
for arbitration under internationally recognized arbitration
rules. Such agreements may specify a place of arbitration
in a country other than the Hungarian People's Republic or the
United States of America that is a Party to the 1958 Convention
for the Recognition and Enforcement of Foreign Arbitral
Awards. Parties to the contract may provide for any other
place or rules of arbitration.

N ARTICLE IX
NATIONAL SECURITY

The provisions of this Agreement shall not limit
the right of either Party to take any action for the
Protection of its security interests.

ARTICLE X
DEFINITIONS

1. As used in this Agreement, the term "firms,
enterprises and companies” of the United States means
nationals, firms and companies of the United States,
engaged in commercial activities. "Firms, enterprises
and companies” of the Hungarian People's Republic means
firms, enterprises, companies and other legal persons authorized
under the laws and requlations of the Hungarian People's
Republic to carry on foreign trade or other activities mentioned
in the respective paragraphs.
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2. As used in this Agreement, the term "commercial
representations” shall mean, in the case of representa-
tions established in the United States, any form of law-
ful business or cocmmercial representation, other than
representation by a U.S. firm, enterprise or company
pursuant to an agency contract.

In the case of commercial representations established
in the Hungarian People's Republic, the term shall mean
direct commercial representations as provided for in
Decree 8 of 1974 of the Minister of Foreign Trade, section
1, paragraph 3.

ARTICLE XI
ENTRY INTO FORCE, DURATION AND REVIEW

1. This Agreement, including its Annex and the
three attached letters, which are integral parts of the
Agreement, shall enter into force on the date of exchange
of written notices of acceptance by the two Governments.[x]
and shall remain in force as provided in paragraph 2
of this Article.

2. A. The initial term of this Agreement shall
be three years, subject to subparagraph B. of this
paragraph. '

B. If either Party encounters or foresees a
problem concerning its domestic legal authority to carry
out any of its obligations under this Agreement, such
Party shall request immediate consultations with the
other Party. Once consultations have been requested, the
other Party shall enter into such consultations as soon
as possible concerning the circumstances that have arisen
with a view to finding a solution to avoid action under
subparagraph C.

C. If either Party does not have domestic legal
authority to carry out its obligations under this
Agreement, either Party may suspend the application of this
Agreement or, with the agreement of the other Party, any
part of this Agreement. In that event, the Parties will,
to the fullest extent practicable and consistent with
domestic law, seek to minimize disruption to existing
trade relations between the two countries.

' July 7. 1978.
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D. This Agreement shall be extended for successive
periods of three years each unless either Party has given
written notice to the other Party of the termination of
this Agreement at least 30 days prior to its expiration.

3. The Parties agree to consult at the request of
either Party to review the operation of this Agreement and
other relevant aspects of the relations between the Parties.
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IN WITNESS WHEREOF, the authorized representatives
of the Parties have signed this Agreement.

DQNB at Budapest on this seventeeath day of March, 1978,
in two original copies, in the English and Hungarian

languages, both texts being equally authentic.

Ui 77—

FOR r GOVERNMENT OF FOR THE GOVERNMENT OF
THE UNITED STATES OF AMERICA THE HUNGARIAN

PEOPLE'S REPUBLIC

! Philip M. Kaiser
*J. Biro
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ANNEX

l. A. In the consultations provided for under
Article VII the Parties shall present and examine the
factors relating to those imports that may be causing
or threatening to cause, or significantly contributing
to market disruption, as described in paragraph 1 of
Article VII, and seek means of preventing or remedying
such market disruption. They shall take due account
of any contracts between firms, enterprises and companies
of the two countries concluded prior to the request for
consultations and shall seek not to impair unreasonably
rights of importers and exporters under such contracts.
Such consultations shall provide for a review of the
production, market, and trade situation of the product
involved and may include such factors .s trends in
domestic production, profits of firms within the industry,
the employment situation, sales, inventories, rates
of increase of imports, market share, level and prices
of imports, sources of supply, the situation of the
exporter and any other aspect which may contribute to the
examination of the situation. In the consultations the
partners shall take due account whether newly marketed
or well established products are involved; the mere
appearance of a new product or products on the market
may not necessarily be interpreted as a significant
cause of material injury or as significantly contributing
to market disruption. Such consultations shall be
initiated promptly and concluded within ninety days
of the request, unless otherwise agreed.

B. Unless a different solution is agreed upon,
restrictions or limitations determined by the importing
Party to be necessary to prevent or remedy the market
diszuption in question shall be implemented. The other
Party shall then be free to deviate from its obligations
to the first Party in respect of substantially equivalent
trade as provided in the General Agreement on Tariffs
and Trade.

C. In critical circumstances, where delay would
cause damage difficult to repair, such preventive or
remedial action may be taken provisionally without prior

consultation on the condition that consultation shall
be effected immediately after taking such action.
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2. A. In accordance with applicable laws and
regulations, each Party shall take appropriate measures
to ensure that exports from ics country of the products
concerned do not exceed the quantities or vary from the
restrictions established for imports of such products
into the other country pursuant to paragraph 1 of this
Annex.’

B. Each Party may take appropriate measures with
respect to imports into its country to ensure that
imports of products originating in the other country
comply with such quantitative limitations or other
restrictions.

TIAS 8687
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March 17, 1978

Dear Mr. Ambassador:

I wish to inform you that Hungarian state
enterprises, including those which conduct foreign
trade, are legal persons carrying out independent
economic activities as provided for in the Civil
Code of the Hungarian People's Republic and in
accordance with the provisions of Law No. VI. of
1977 on State Enterprises. On the basis of Section 31,
paragraph /4/ of the Civil Code, and of Section 27,
paragraph /3/ of the Law on State Enterprises, they
themselves are responsible with their assets for
their obligations. Accordingly, they shall not
claim or enjoy immunities from suit or execution of
judgment or other liability with respect to commer-
cial transactions; they also shall not claim or
enjoy immunities from taxation except as may result
from other bilateral agreements.

Sincerely,

: f ——

Jozsef Biro
Minister for Foreign Trade

- -

His Excellency
Philip M. Kaiser
Ambassador of the United States
of America to the Hungarian
People's Republic
Budapest
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29 UST]

March 17, 1978

Dear Mr. Minister:

I wish to inform you that the United States
Government has no objection in principle to the
establishment of a bilateral joint commission or
other formal consultative mechanism appropriately
structured to contribute to Hungarian-U.S. trade
and economic relations. However, the United States
believes that this matter should be considered
separately from this Agreement on Trade Relationms.

Accordingly, the United States is prepared to
consider a Hungarian proposal to establish such a
consultative mechanism.

Sincerely,

Ambassador

His Excellency
Jozsef Biro
Minister for Foreign Trade of the
Hungarian People's Republic
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March 17, 1978

Dear Mr. Minister:

‘With reference to Article I paragraph 1 of the
Agreement on Trade Relations between Hungary and
the United States, I wish to convey the understand-
ing of the Government of the United States that it
shall, with respect to Hungary, apply the General
Agreement on Tariffs and Trade (except for Article II
thereof) and the Protocol for the Accession of Hungary,
to the extent not inconsistent with this Agreement on
Trade Relations, as though the United States had dis-
invoked Article XXXV of the GATT with respect to
Hungary.

Sipgerely,
Hoce—
ilip M. Xaiser
Ambassador

His Excellency
Jozsef Biro
Minister for Foreign Trade of the
Hungarian People's Republic
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HUNGARIAN PEOPLE’S REPUBLIC

Trade: Tokyo Round of the Multilateral Trade
Negotiations—Trade Matters

Agreement signed at Budapest November 18, 1978;
Entered into force January 1, 1980.

With related letters.

And related agreement

Done at Budapest June 13, 1979 and May 30, 1980;
Entered into force May 30, 1980.

And amending agreement

Effected by exchange of letters

Signed at Budapest September 4 and 18, 1980;

Entered into force September 18, 1980.
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AGREEMENT

Agreement on Tariff Matters Between the United States
of Ameraca and the #Hungarian People's Republic

Article I

The Government of the United States of America agrees
to grant to the Hungarian People's Republic in regard to
items listed in Annex I to this Agreement tariff treatment
no less favorable than that specified in Annex I. The
Government of the Rungarian People‘'s Republic acrees to
grant to the United States of America in regard to items
listed in Annex II to this Agreement tariff treatment no
less favorable than that specified in Annex II.[l}

Article II

Except as provided in Article V of this Agreement and
in any modifications that may be agreed upon by the Parties
to this Agreement, the Government of the United States of
America and the Government of the Huncarian People's Republic
agree to implement the concessions specified in Annexes I and
II in accordance with the Final Act of the Tokyc Round of
Multilateral Trade Negotiations, including any provisions
of such Final Act that may pertain to the staging of tariff
reductions.

Article I

1. The Government of the United States of America and
the Government of the Hungarian People's Republic shall,
with respect to matters provided for in this Agreement,
apply the provisions of the General Agreement on Tariffs
and Trade [2] »n accordance with tne Agreemeat on Trade

Relationsg’]between the United States or America and the
Hungarian People's Republic.

2. If the Parties agree, any disputes arising under
this Agreement may be settled throush use of the procedures
of the General Agreement on Tariffs and Trade. 1In other
cases, the Parties to this Agreement will proceed as follows:

A. Each Party to this Agreement shall, upon reguest
of other Party, enter into bilateral consultations with
respect to any matter cnncerning the operation of or obliga-
tions under this Agreement. Such consultations may include
reguests for renegotiation of the Agreement or complaints
that benefits accruing under the Agreement have been directly
or indirectly nullified or impaired.

! The original schedules of annexes I and II were replaced by schedules sub-
mitted with letters of Nov. 26 and Dec. 10, 1979. See pp. 14-39.

*TIAS 1700 ; 61 Stat., pts. 5and 6.

*TIAS 8967 ; 29 UST 2711.

[Footnotes added by the Department of State.)
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B. 1If.within 60 days following a request for
consultations concerning a complaint that benefits
accruing under this Agreement have been nullified or
impaired there has been no satisfactory settlement of
the issue, then either Party may suspend the application,
with respect to.the other Party, of such concessions or
obligations under this Agreement as it shall determine
to be appropriate in the circumstances, and the other
Party may take such action as it considers appropriate.

Article IV

Nothing in this Agreement will affect the U.S. invo-
cation of Article XXXV of the General Agreement on Tariffs
and Trade, as qualified by the Agreement on Trade Relations
between the United States of America and the Hungarian
People's Republic and letters exchanged between the two
Governments on the date of that Agreement.

Article V

1. Upon a successful conclusion of the Tokyo Round of
Multilateral Trade Negotiations, each Party to the Agreement
shall determine whether a satisfactory overall balance of
concessions has been achieved between the two Parties.
Thereafter, this Agreement shall enter into force on the
30th day following the Parties’' written notification to
each other of approval of the overall balance referred to
in the preceding sentence.

2. Either Party to this Agreement may at any time
withdraw, in whole or in part, one or more concessions made
under this Agreement. After this Agreement has entered
into force, such withdrawals shall be subject to the pro-
visions of Article III of this Agreement.

3. This Agreement shall cease to be effective at any
time, or for any period, that the Acreement on Trade Relations
between the United States of America and the Hungarian
People's Republic is not in effect.

4. This Agreement may be terminated by either Party
upon six months written notice to the other Party.

TIAB 9092

A-66 A-66



5374

U.S. Treaties and Other International Agreements

[s2 usr

Done in four original copies at Budapest, this
eighteenth day of November 1978, two copies each in

Enclisk and Buncariaa,

each of the four texts being
egually authentic.

: [ 7]
Ab_ Ll L Ly ecrenl o
FOR THE UNITED STATES FOR THE HUNGARIAN P

! Alan Wm. Wolf.
* Janos Nyereges.
[Footnotes added by the Department of State.]
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[RELATED LETTERS]

DEPUTY SPECIAL REPRESENTATIVE FOR TRADE NEGOTIATIONS
WASHING TON

November 18, 1978

Excellency:

. I have the honour to refer to the Agreement
on Tariff Matters between the United States of America
and the Fungarian People's Republic.

With respect to that Agreement, the Government
of the United States of America acknowledges that the
parties may need to adjust their schedules of concessions
as the Tokyo Round of Multilateral Trade Negotiations
draws to a conclusion. These adjustments may be made
prior to the entry into force of this Agreement. The
Governnent of the United States of America wishes to
express the mutual understanding of the parties to this
Agreement that, where appropriate, any such adjustments
vill be offset by adeguate modifications. :

Accept, Excellency, renewed assurances of my
highest esteen.

Sincerely,

e d_ )

Amrbassador Alan Wm. Wolf
Deputy Special Representative for
Trade Negotiations

&
Mr. Janos Nyerges
Special Representative of
The Bungarian Government to
The International Economic Organizations
Budapest
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DEPUTY SPECIAL REPRESENTATIVE FOR TRADE NEGOTIATIONS
WASHINGTON

November 18, 1978

Excellency:

I have the honour to refer to the Acreement
on Tariff Matters between the United States of America
and the Funcarian People's Reputlic.

Our Governments have agreed to assess the

overall balance provided for in that Agreement, prior

to its entry into force, at the conclusion of the Tokyo
Round of Multilateral Trade Negotiations (MTN). At the
time of that assesshent, the Governnesnt of the United
States will, in the event that it offers concessions in
" the MTN to countries that are principal suppliers of
item numder 107.35 of the United States Tariff Schedules
(pork, prepared or preserved, boned, cocked, and canned)
or other products, extend the same concessions to
imports from the Buncarian Pecple's Republic. The
Government of the United States of American recocnizes
that if it is not possible to make additional concessions,
the Governnent of the Runcarian People's Republic may
withdraw its proposed concessions on phosphated mineral
or chemical fertilizer.

Accept, Excellency, renewed assurances of my
highest esteen.

Sincerely,

Deputy Special Representative for
Trade Negotiations

-
Mr. Jancs Nyerges
Special Representative of
The Buncarian Government to
The International Economic Organizations
Budapest
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English Text of the Hungarian Letter

@

HUNGARIAN PEOPLE'S REPUBLIC
MINISTRY OF FOREIGN TRADE

November 18, 1978

Excellency:

1 have the honour to refer to your letters concernina
the Agreement on Tariff Matters between the Government of
the United States of America and the Government of the
Hungarian People’s Republic, and in particular concerning
adjustments to the schedules of concessions in that Agreement
that may be made as the Tokyo Round of Multilateral

Trade Necotiations is concluded.

I have further the honour to inform you that the Govern-
ment of the People’s Republic of Hungary agrees with the

content of your letters.

Accept, Excellency, r d assurances ©of my hichest
esteem.
Sincerely,
4‘79;,7‘45'—'"5

Janos Nyerces

Special Representative
of the Hungarian Govern-
ment to the International
Economic Organizations

fAis Excellency

Alan Wm. Wolff

Deputy Special Representative
for Trade Negotiations

Washington, D. C.
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OFFICE OF THE SPECIAL REPRESENTATIVE
FOR TRADE NEGOTIATIONS
EXECUTIVE OFFICE OF THE PRESIDENT
WASHINGTON
20308

November 26, 1979

Excellency:

I have the honor to refer to the Agreement on Tarif?f
Matters between the United States ©f America and the
Hungarian People's Republic signed November 18, 1978.

As provided for in Article V of the Agreement and
in the side letters attached to the Agreement, the United
States has found it necessary to adjust its schedule of
concessions annexed to the Agreement as Annex I during
the concluding months of the Tokyo Round of Multilateral
Trade Negotiations. Accordingly, I have the pleasure to
transmit to you the revised Schedule of United States
concessions to be annexed to the Agreement as Annex I.

Accept, Excellency, reneved assurances ©f my highest
esteen.

Sincerely,

ik 06l |

William B. Kelly,

Associate Special Trade resentative

Mr. Janos Nyerges

Special Representative of
The Hungarian Government to
The International Economic
Organizations

Budapest

TIAS 9092
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HUNGARIAN PEOPLE’S REPUBLIC
Agricultural Trade and Cooperation

Joint statement signed at Washington May 13, 1981 ;
Entered into force May 13, 1981.

90-602 0—82 (1) TIAS 10103
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NOTE BY THE DEPARTMENT OF STATE

Pursuant to Public Law 89—497, approved
July 8, 1966 (80 Stat. 271; 1 U.S.C. 113)—

“ . . the Treaties and Other International Acts
Series issued under the authority of the Secretary of
State shall be competent evidence . . . of the treaties,
international agreements other than treaties, and proc-
lamations by the President of such treaties and inter-
national agreements other than treaties, as the case
may be, therein contained, in all the courts of law
and equity and of maritime jurisdiction, and in all the
tribunals and public offices of the United States, and
of the several States, without any further proof or
authentication thereof.”

For sals by the Superintendent of Documents, U.S. Government Priniing Office,
Washington, D.C. 20402. Subscription Price: § 145. per year; $181.25 for
foreign mailing. Single copies vary in price. This issue $1.75.
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TREATIES AND 'OTHER INTERNATIONAL ACTS SERIES 10103

AGRICULTURAL TRADE AND COOPERATION

Joint Statement Between the
UNITED STATES OF AMERICA
and the HuncariaN PeopPLE’s REPUBLIC

Signed at Washington May 13, 1981
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JOINT STATEMENT ON THE DEVELOPMENT OF AGRICULTURAL TRADE AND
COOPERATION BCTWEEN TEE URITED STATES OF AMERICA AND THE T
HUNGARIAN PEOPLE'S REPUBLIC

The Department of Agriculture of the United States of America and the
Ministry of Agriculture and Food of the Hungarian People's Republic, hereinafter

collectively referred to as the Partien,-

= Recognizing the steady improvement of relations between the two countries,

- Bdi?ving that the expansion of agricultural trade and cooperation would be
of mutual benefit,

- Having expressed a desire to expand econamic, scientific and technical
cooperation in the field of agriculture,

Have agreed to the following statement: *

ARTICLE I

In order to further promote the accomplishment of the objec\:ives laid dowan in
Article II of the Agreement on Trade Relations between the United States of
America and the Hungarign People's Republic, signed on March 17, 1978, [1] in
Budapest, the two Parties will strengthen and viden their collaboration in the

field of agriculture.

In accordance with the principles and provisions .set forth in the relevant
agreements concluded between their two Govermments, the two Parties declare
their intention to expand bilateral agricultural trade, and to pramote
cooperation in agricultural science and technology between the ministries,
research organizations hd institutions of both countries. The Parties vwill
consult on the situation and outlook for bilateral agricultural trade, and on

measures to facilitate and enhance such trade.

The Parties will endeavor to promote harmonious development of agricultural
cooperation and mutual bemefit in the field of plant production, animal

husbandry and related areas. In order to ensure the developament of econamic

A-75
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relations, and to pramote the flow of information, both Parties will, on a
r ar and timely basis, exchange data, forecasts and other information omn

pruduction, utilization on trade of major agricultural commodities in their

countries.

Joint activities for the pramotion of econamic contacts, and specification
of the exchange of information will be determined by the two Parties in
accordance with the agricultural policies of the respective countries and

within the framework referred to in Article III.

ARTICLE II

In order to develop working relationships, both Parties will pramote and
facilitate joint activities and contacts between representatives of the parties
and companies, associations, and educational and research imstitutions inm both
countries, and they will facilitate and promote joint research and exchange

.ts by agricultural researchers, specialists and scientific trainees.

Cooperative activities of mutual interest and benefit to the Parties may be
identified by comsultations between specialists associated vith the Parties.

The Parties will also encourage training institutions, univercities, private
research organizations and cooperatives in each of their respective countries to

undertake varking contacts wvith similar entities located in the country of the
s

other Party.

Scientific and technical cooperstion between the Parties will be promoted

according to the principles established under the relevant intergovermental

agreement.

Those entities referred'to in Article Il wvhich cooperate with the Parties in

ing the objectives of this Joint Statement will be allowed maximm latitude

4 carrying out ptogr-l’ot sutual benefit to the Parties.
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° ARTICLE III

In order to facilitate and pramote cooperation between the Parties, the
permanent Working Group om Agricultural Cooperation = co-chaired by
representatives of the Parties - is confirmed under the Joint Statement, in
accordance with the terms of reference attached to the Mioutes of the Joint
Econamic and Commercial Committee signed in Budapest, March 9, 1979, [1] and with
the Program of Cooperation and Exchanges in Culture, Education, Science and

Technology signed October 25, 1979 [2] in Washingtom, D.C..

The Working Group will hold meetings annually at a mutually agreed date or if
: ]
practical at the times of the session of the Joint Economic and Commercial
Comuittee, to discuss the implementation of the objectives set out in the

present Joint Statement.

The entities referred to in Article II shall regularly inform the Working
Croup about their joint activities. Representatives of the Working Group wil.
be present to provide information at anoual sessions of the Joint Economic and
Commercial Committee. The executive agents of the Program of Cooperation and
Exchanges in Culture, Education, Science and Technology vill also be informed

of the activities of the Working Group. .

Io order to maintain the continuity of activities, the Parties will regularly
assess and evaluate the accomplishments of tasks specified in the Joint
Statement. The mutually adopted program for cooperation and the results
attained will be taken down in the official proceedings at the Working Group

sessions.
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ARTICLE IV

Subsequent to the sicning of this Joint Statement, the Parties will develop
their relations as specified. Cooperative activities will be undertaken in

accordance with the laws of the two countries and as funds are available.

The Joint Statement will be effective for five years unless it is extended by
mutual agreement. The Joint Statement may be made null and void six months
o

after either Party's wvritten nmotice. In the event of its recall, measures will

be taken to complete ongoing activities.

Signed in Washington, D.C. May 13, 1981 in the English and Hungarian

languages, each text being equally authentic.

Por the Department of Agriculture : For the Ministry of Agriculture
of the United States of America and Food of the Hungarian
People's Republic

et flrhant,
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HUNGARIAN PEOPLE’S REPUBLIC

Trade in Textiles: Consultations on Market Disruption

Agreement effected by exchange of notes
Signed at Budapest February 12 and 18, 1976;
Entered into force February 18, 1976.

The American Ambassador to the Hungarian Minister for Foreign

Affairs _
EMBASSY OF THE UNITED STATES OF AMERICA
No. ¢ BuparesT, February 12, 1976.
ExceLLENCY: "

I have the honor to refer to Article 2 and Article 6 (Paragraph 3)
of the Arrangement Regarding International Trade in Textiles (']
(hereinafter called the Arrangement) and to the Agreement con-
cerning trade in cotton textiles between our two countries signed on
August 13, 1970 at Washington, as amended. []

As a result of the United States review of its bilateral agreements
under Article 2 of the Arrangement and a mutual review of the
textile trade between the Hungarian People’s Republic and the
United States of America by representatives of the two governments
in Washington, July 7-8, 1975, I propose that the Agreement con-
cerning trade in cotton textiles referred to above not be renewed.

Should exports of cotton, wool, and man-made fiber textiles and
apparel products from Hungary to the United States develop in such
& manner so as to cause or threaten to cause in the United States
problems of market disruption as defined in the Arrangement, the
Government of the United States of America reserves the right to
request consultations with the Government of the Hungarian People’s
Republic. I further propose that the Government of the Hungarian
People’s Republic agree to respond within 30 days to such a request
for consultations and to consult within 60 days thereafter (unless other-
wise mutually agreed) to arrive at an early solution on mutually
satisfactory terms in accordance with the provisions of the
Arrangement.

1 TIAS 7840; 25 UST 1006.
3 TIAS 6947, 7230, 7878; 21 UST 2033; 22 UST 1857; 25 UBT 1481.

(1619) TIAS 8270
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If the foregoine r:oposal is acceptable to your government, this
note and your Excellency’s note of acceptance on behalf of the Gov-
ernment of the Hungarian People’s Republic shall constitute an
agreement between our two governments, effective on the date of your
note of acceptance. :

Accept, Excellency, the renewed assurances of my highest
" consideration. .

EuvceENE McAuLrrre

His Excellency
Friayes Puia,
Minister for Foreign Affairs,
Budapest.
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vst] Hungary—Trade in Textiles—Feb. 12 and 18, 1976 1621

The Hungarian Minister for Foreign Affairs to the American
Ambassador

A MAGYAR NEPROZTARSASAG
KULUGYMINISZTERIUMA [1]

Budapest, 18 February, 1876
818-1/1976

Excéllency,

I have the honor to acknowledge receipt of your note

of February 12, 1976. No. 46 referring to the termina-
tion of the Agreement Concerning Trade in Cotton

Textiles between our two countries, signed on August 13,
1370, and to the discussions held in Washington between
July 7-8, 1375, between the representatives of our two
governments concerning the application of Article 2 and
Article 6 /paragraph 3/ of the Arrangement Regarding
International Trade in Textiles done at Geneva on December
20, 1973.

I have the honor to confirm on behalf of the Government

of the Hungarian People’s Republic that the above mentioned
note and this reply constitute an agreement between our two
governments relating to trade in textiles between the
Hungarian People’s Republic and the United States of America.

Please, accept Excellency the assurances of my highest
consideration.

OD'{"‘WS

/ Frigyes Puja /

His Excellency
Eugene McAuliffe

Ambassador of the United States
of America

Budapopes ¢t

! In translation reads: “The Hungarian People's Republic
mmltr; of Foreign Affairs™. '
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GREA'I"IES AND OTHER INTERNATIONAL ACTS SERIES 10666

TRADE IN TEXTILES

Agreement Between the
UNITED STATES OF AMERICA
and the HUNGARIAN onm_.}:’s REePUBLIC

Effected by Exchange of Letters
Signed at Budapest February 15 and 25, 1983
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HUNGARIAN PEOPLE’S REPUBLIC

Trade in Textiles

Agreement effected by exchange of letters
Signed at Budapest February 15 and 25, 1983;
Entered into force February 25, 1983;
Effective October 1, 1982.

(4)) TIAS 10666

A-83

A-83



2

The American Ambassador to the Hungarian Minister for .. xig
Trade '

Budapest, Hungary

February 15, 1983

Dear Mr. Minister:

I have the honor to refer to the arrangement
regarding international trade in textiles (herein-
after referred to as "The Arrangement”), done at
Geneva on December 20, 1973 and as extended by the
protocol adopted on December 22, 1981.[1]

I also refer to discussions held in Budapest from
October 18 to October 20, 1982 and in Washington
January 25-26 between representatives of the Government
of the United States of America and the Government of
the Hungarian People's Republic (hereinafter referred
to as Hungary), concerning exports to the United States
of wool textile products manufactured in Hungary. As
a result of these discussions, I propose on behalf of
the Government of the United States of America, under
Article 4 of, and in conformity with, "The Arrangement",
the following agreement relating to trade in wool

textiles products between Hungary and the United States
of America.

1. The term of the agreement shall be from October 1,
1982 to December 31, 1986 for categories 443 and 444,
and from January 1, 1983 to December 31, 1986 for
category 433. Each "agreement year" shall be a twelve-
month period, beginning on January 1 and ending on
December 31, except that the first "agreement year" for
categories 443 and 444 shall be a fifteen-month period

beginning on October 1, 1982 and ending on December 31,
1983.

2. The categories of textile products covered by the
agreement and the rates of conversion into square yards
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equivalent are set out in Annex A in accordance with
the "Correlation: Textile and Apparel Categories with
Tariff Schedules of the United States Annotated,"
published by the United States Department of .Commerce.
The determination of whether a textile product is of
wool shall be made in accordance with the terms of

paragraph 6.

3. During the term of the agreement, the Government of
Hungary shall limit annual exports from Hungary to the
United States of America of the textile products of
Hungarian origin listed in Annex A, to the specific
limits set forth in Annex B hereto, as such limits may
be adjusted in accordance with paragraphs 4 and 5,
subject to the provisions of paragraph 4 (B). The
limits set out in Annex B are without such adjustments.
Exports are subject to limits for the year in which

exported.

4. (A) During any agreement year, a specific limit

set out in Annex B, other than that of category 433,
may be exceeded by not more than five percent of its
square yards equivalent limit as calculated on the
basis of the conversion factor set out in Annex A,
provided that the amount of the increase is compen-
sated for by an equivalent decrease in another specific

limit, other than that of category 433. When requesting

wse of the provisions of this paragraph, the Government
f Hungary will indicate the category to be decreased

by the commensurate quantity.

(B) In the case of category 433, the limit in
Annex B includes all adjustments pursuant to this

paragraph.

5. (A) In any agreement year, in addition to any
adjustment pursuant to paragraph 4, exports may exceed
by a maximum of 1l percent any limit set out in Annex
B by allocating to such limit for that agreement year
an unused portion of the corresponding limit for the
previous agreement year ("carryover") or a portion of
the corresponding limit for the succeeding agreement
year ("carryforward®) subject to the following con-

ditions:

(1) Carryover may be utilized as available
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(subject to paragraph 5 (B)) up to 1ll percent of the
receiving agreement year's applicable limit. No
‘carryover shall be available for appllcatlon during
the first agreement year.

(2) Carryforward may be utilized up to six
percent of the receiving agreement year's applicable
limit. Carryforward used shall be charged against
the immediately following agreement year's corres-
ponding limit. No carryforward shall be available
for application during the fourth agreement year.

(3) The combination of carryover and carry-
forward shall not exceed eleven percent of the
receiving agreement year's applicable limit in any
agreement year.

(B) For purposes of the agreement, a shortfall

occurs when exports of textiles or textile products

- from Hungary to the United States of America during
an agreement year are below any applicable specific
limits as set out in Annex B. In the agreement year
following the shortfall, such exports from Hungary
to the United States of America may be permitted to
exceed the applicable limits, subject to conditions
of sub-paragraph 5 (A), by carryover of shortfall in
the following manner.

(1) The carryover shall not exceed the amount
of shortfall in any applicable limit; and

(2) The shortfall shall be used in the
category in which the shortfall occurred.

6. Textile products listed in Annex A hereto (being
products which derive their chief characteristics from
their textile components) of wool or a blend of wool,
cotton and/or man-made fiber materials, in which the
wool component comprises the chief value of the

fibers or 17 percent or more by weight of the product,
are subject to the agreement.

7. (A) The Government of the United States of America
may assist the Government of Hungary in implementing
the limitation provisions of the agreement by con-
trolling its imports of the textile products covered
by the agreement.

A-8 6
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(B) Exports from Hungary in excess of authorized
limits in any agreement period may be denied entry
into the United States. Any such shipments denjed
entry may be permitted entry into the United States
and charged to the applicable limit in the succeeding
agreement period. .

(C) Exports from Hungary in excess of authorized
limits in any agreement year will, if allowed entry
into the United States during that agreement period,
be charged to the applicable limit in the succeeding
agreement period.

8. The Government of the United States of America
shall promptly supply the Government of Hungary with
monthly data on imports of textile products subject
to this agreement, and the Government of Hungary
shall pramptly supply the Government of the United
States of America with quarterly data on exports of
such products to the United States. Each government
agrees to supply promptly any other pertinent and
readily available statistical data requested by the
other government.

9. The Government of the United States of America and
the Government of Hungary agree to consult on any
guestion arising in the implementation of this agree-
ment.

10. Mutually satisfactory administrative arrange-
ments or adjustments may be made to resolve minor
problems arising in the implementation of this
agreement, including differences. ln procedure or
operation.

1l1. If the Government of Hungary considers that, as

a result of a limitation specified in this agreement,
Hungary is being placed in an inequitable position
vis-a-vis a third country, the Government of Hungary
may request consultations with the Government of the
United States of America with a view to taking appro-
priate remedial action such as reasonable modification
of the agreement.

12. For the duration of the agreement, the Government

of the United States of America shall not invoke the
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procedures of Article 3 of the arrangement to request
restraints on the export from Hungary of textiles
covered by Annex A of the agreement. The Government

of the United States of America and the Government of
Hungary reserve their rights under the arrangement with
respect to textiles and textile products not subject to
this agreement.

13. Either government may terminate the agreement
effective at the end of any agreement year by written
notice to the other government to be given at least
ninety days prior to the end of such agreement year.
Either government may at any time. propose revisions
in the terms of the agreement.

If the foregoing proposal is acceptable to the
Government of Hungary, this letter and your letter of
acceptance on behalf of the Government of RHungary shall
constitute an agreement between the Government of the
United States of America and the Government of Hungary,
effective from October 1, 1982.

Sincerely,

iéf;\.\g. .Bezgol ¢ JT.

Ambassador

His Excellency

Peter Veress -

Minister for Foreign Trade of the
Hungarian People's Republic
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Annex A
Conversion Unit of
Category Description ‘ Factor Measure®*
433 Suit-type coats, "
M and B 36.0 dozen
443 ‘ Suits, M and B 54.0 dozen
444 Suits, W, Gand I 54.0 dozen
Annex B
Calendar Year
Category Unit* 1983 1984 1985 1986
433 A dozen 7,350 7,424 7,498 7,573
Oct. 1, 1982- Calendar Year
Category Unit* Dec. 31, 1983 1984 1985 - 1986
443 B dozen 8,740 7,062 7,133 7,204
444 B dozen 6,209 5,017 5,067 5,118

"A" includes annual growth and intercategory flexi-

bility (swing).

"B" includes annual growth; does not include inter-

category flexibility (swing).

* One dozen consists of twelve pieces.
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The Hungarian Minister for Foreign Trade to the American
Ambassador

®

HUNGARIAN PEOPLE'S REPUBLIC
MINISTER OF FOREIGN TRADE Budapest, February 25, 1983

Dear Mr. Ambassador:

I have the honor to acknowledge receipt of your letter dated February 15,
1983 proposing an agreement relating to trade in wool textile products between
the Covernment of the Hungarian People’s Republic and the Government of the
United States, which reads as follows:

[For the text of the U.S. letter, see Pp. 2-7.1

1 have the honor to confirm on behalf of the Government of the
Hungarian People’s Republic that the foregoing proposal is acceptable
to the Government of the Hungarian People’s Republic and that your letter
and my reply thereto shall constitute an agreement between the Government
of the Hungarian People’s Republic and the Government of the United States,
effective from October 1, 1982.

Sincerely,

Péter Veress v

Minister of Foreign Tradﬁf'the
Hungarian People’s Republic

His Excellency

Harry E. Bergold, Jr.
Ambassador of the United States
of America

Budapest
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INYESTMENT GUARANTY AGREEMENT BETWEEN
THE GOVERNMENT OF THE UNITED STATES OF AMERICA
AND THE GOVERNMENT OF THE HUNGARIAN
PEOPLE'S REPUBLIC

The Government of the United States of America and
the Government of the Hungarian People's Republic,
desiring to encourage economic activities in the
Hungarian People's Republic which promote the development
of the economic resources and productive capacities of
the Hungarian People's Republic and to provide for
investment insurance (including reinsurance) and
guaranties which are backed in whole or in part by the
credit or public monies of the United States of America
and are administered either directly by the Overseas
P-ivate Investment Corporation (“OPIC"), an independent

ernment corporation organized under the laws of the
United States of America, or pursuant to arrangements

between OPIC and commercial insurance, reinsurance and
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ARTICLE 1

As used herein, the .term “Coverage" shall refer
to any investment insurance, reinsurance or guaranty
which is issued in accordance with this Agreement by
OPIC, by any successor agency of the United States of
America or by any other entity or group of entities,
pursuant to arrangements with OPIC or any successor
agency, all of whom are hereinafter deemed included in
the term "Issuer” to the extent of their interest as
insurer, reinsurer, or guarantor in any Coverage, whether
as a party or successor to a contract providing Coverage
or as an agent for the administration of Coverage. OPIC,
or any successor agency, shall serve at all times as
representative of the Issuer in its dealings with the

Government of the Hungarian People's Republic.

ARTICLE 2

The procedures set forth in this Agreement shall
apply only with respect to Coverage or direct loans
relating to projects or activities registered with or
otherwise approved by the Hungarian People's Republic or
to Coverage or direct loans relating to projects with
respect to which the Hungarian People's Republic, or any
agency or political subdivision thereof, has entered into
a contract involving the provision of goods or services

or invited tenders on such a contract.
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ARTICLE 3

(a) If the Issuer makes payment to any party
under Coverage, the Government of the Hungarian People's
Republic shall, subject to the provisions of Article 4
hereof, recognize the trangfer to the Issuer of any
currency, credits, assets, or investment on account of
which payment under such Coverage is made as well as the
succession of the Issuer to any right, title, claim,
privilege, or cause of action existing, or which may
arise, in connection therewith,

(b) The Issuer shall assert no greater rights than
those of the transferring party under Coverage with
respect to any interests transferred or succeeded to
under this Article.

(¢c) The issuance of Coverage outside of the
Hungarian People's Republic with respect to a project or
activity in the Hungarian People's Republic shall not
subject the Issuer to regulation under the laws of the
Hungarian People's Republic applicable to insurance or
financial organizations.

(d) Interest and fees on loans made or guaranteed
by the Issuer shall be exempt from tax in the Hungarian
People's Republic. The Issuer shall not be subject to

tax in the Hungarian People's Republic as a result of any
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. transfer or succession which occurs pursuant to Article
—NS(a) hereof. Tax treﬁtment of other transactions
conducted by the Issuer in the Hungarian People's
Republic shall be determined'by applicable law or
specific agreement between the Issuer and appropriate
fiscal authorities of the Government of the Hungarian

People's Republic.

ARTICLE 4

To the extent that the laws of the Hungarian
People's Republic partially or wholly invalidate or
prohibit the acquisition from a party under Coverage of
any interest in any property within the territory of the
Hungarian People's Republic by the Issuer, the Government
of the Hungarian People's Republic shall permit such
party and the Issuer to make appropriate arrangements
pursuant to which such interests are transferred to an
entity permitted to own such interests under the laws of

the Hungarian People's Republic.

ARTICLE 5
Amounts in the lawful currency of the Hungarian
People's Republic, including credits'thereof, acquired by

the Issuer by virtue of such Coverage shall be accorded
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treatment by the Government of the Hungarian People's
Reﬁbﬁiic no less favorable as to use and conversion than the

treatment to which such funds would be entitled in the hands

of the party under Coverage.

Such amounts and credits may be transferred by the Issuer
to any person or entity and upon such transfer shall be
freely available for use in accordance with local law by such
person or entity in the territory of the Hungarian People's
Republic.

The same treatment, and right of transfer and
disposition, shall be accorded to any amounts and credits in
the lawful currency of the Hungarian People's Republic which
may be accepted by the Issuer in settlement of obligations
with respect to loans made by the Issuer for projects in the

Hungarian People's Republic.

ARTICLE 6

(A) Nothing in this Agreement shall limit the right of
the Government of the United States of America to assert a
claim under international law in its sovereign capacity, as
distinct from any rights it may have as Issuer.

(B) Any dispute between the Government of the United
States of America and the Government of the Hungarian
People's Republic regarding the interpretation of this

Agreement or which, in the opinion of one of the

" 495
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.- Governments, involves a question of public international
law arising out of any project or activity for which
Coverage has been issued shall be resolved, insofar as
possible, through negotiations between the two
Governments. If at the end of three months following the
request for negotiations the two Governments have not
resolved the dispute by agreement, the dispute, including
the question of whether such dispute presents a question
of public international law, shall be submitted, at the
initiative of either Government, to an arbitral tribunal

for resolution in accordance with Article 7.

ARTICLE 7
The arbitral tribunal for resolution of disputes
pursuant to Article §(b) shall be established and
function as follows:
(i) Each Government shall appoint one érbitrator;
these two arbitrators shall designate a president
by common agreement who shall be a citizen of a
third state and be appointed by the two Governments.
The arbitrator shall be appointed within two
months and the president within three months of the
date of receipt of either Government's request for
arbitration. If the appointments are not made
within the foregoing time limits, either Government

may, in the absence of any other agreement, request
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the Secretarv-General of the International Centre
for the Settleﬁent of Investment Disputes to make
the necessary appointment or appointments, and both
Govefnments agree to accept such appointment or
appointments. ‘
(ii) The arbitral tribunal shall base its decision
on the applicable principles and rules of public
international law. The arbitral tribunal shall
decide by majority vote. Its decision shall be
final and binding.

(iii) Each of the Governments shall pay the
expense of its arbitrator and of its representation
in the proceedings before the arbitral tribunal;
the expenses of the president and the other costs
shall be paid in equal parts by the two
Governments. The arbitral tribunal may adopt
regulations concerning the costs, consistent with
the foregoing.

(iv) In all other matters, the arbitral tribunal

shall regulate its own procedures.

ARTICLE 8
This Agreement shall continue in force until six
months from the date of receipt of a note by which one

Government informs the other of an intent no longer to be
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a party to the Agreement. In such event, the provisions of
thé Agreement with respect to Coverage issued while the
Agreement was in force shall remain in force for the duration

of such Coverage, but in no case longer than twenty years

w~‘ .
after the demwnciation of the Agreement.

This Agreement shall enter into force on the date on
which each government shall have notified the other that its
constitutional or other 1egal requirements with respect to

this agreement have beep fulfilled.

IN WITNESS WHEREOF, the undersigned, duly authorized
thereto by their respective governments, have signed this

Agreement.
Done at Budapest in duplicate, on the ninth day of
October, one thousand nine hundred eighty-nine.

For the Government of For the Government of

THE UNITED STATES OF AMERICA THE HUNGARIAN PEOPLE'S REPUBLIC
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HUNGARIAN PEOPLE’S REPUBLIC

Double Taxation: Taxes on Income

Convention, with exchange of notes, signed at Washington
February 12, 1979;

Ratification advised by the Senate of the United States of
America July 9, 1979;

Ratified by the President of the United States of America
August 7, 1979;

Ratifications exchanged at Budapest September 18, 1979;

Proclaimed by the President of the United States of America
November 28, 1979;

Entered into force September 18, 1979.

BY THE PrESIDENT OF THE UNITED STATES OF AMERICA
A PROCLAMATION

CONSIDERING THAT:

The Convention between the Government of the United States of
America and the Government of the Hungarian Peopie’s Republic for
the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with Respect to Taxes on Income was signed at Washington
on February 12, 1879, together with a related exchange of notes, the
texts of which are hereto annexed;

The Senate of the United States of America by its resolution of
July 9, 1979, two-thirds of the Senators present concurring therein,
gave its advice and consent to ratification of the Convention and
related exchange of notes;

The Convention and related exchange of notes were ratified by the
President of the United States of America on August 7, 1979, in
pursuance of the advice and consent of the Senate, and was approved
on the part of the Hungarian People’s Republic;

The parties notified one another st Budapest on September 18,
1979, that their respective constitutional requirements had been met,
and accordingly the Convention, with related exchange of notes,
entered into force on September 18, 1979, effective as specified in
Article 25;

Now, THEREFORE, I, Jimmy Carter, President of the United States
of America, proclaim and make public the Convention with related
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exchange of notes, to the end that they be observed and fulfilled with
good faith on and after September 18, 1979, by the United States of
Americd and by the citizens of the United States of America and all
other persons subject to the jurisdiction thereof.
IN TEsSTIMONY WHEREOF, 1 have signed this proclamation and
caused the Seal of the United States of America to be affixed.
DoNe at the city of Washington this twenty-eighth day of November
in the year of our Lord one thousand nine hundred seventy-
(smaL] nine and of the Independence of the United States of
America the two hundred fourth.

Jiasrary CARTER

By the President:
Crrus Vance

Secretary of State

TIAS 9560

A-100

A-100



30 UST) Hungary—Tazation—Feb. 12, 1979 6359

CONVENTION BETWEEN THE GOVERNMENT OF THE
UNITED STATES OF AMERICA AND THE GOVERNMENT
OF THE BUNGARIAN PEOPLE'S REPUBLIC FOR THE
AVOIDANCE OF DOUBLE TAXATION AND TBE PREVENTION
OF PISCAL EVASION WITH RESPECT TO TAXES ON INCONME

The Government c;t the United States of America and the Government of
the Bungarian People’'s Republic, desiring to further expand and
facilitate mutual economic relations, have resolved to conclude a
convention for the avoidance of double taxation and the prevention of

fiscal evasion with respect to taxes on income, and have agreed as
follows:
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) Article 1

PERSORAL SCOPE

B2

1. This Convention shall apply to persons who are residents of one or
both of the Contracting States, except as othervise provided in this
Convention.
2. DMNotwithstanding any provision of this Convention except paragraph
3 of this Article, a Contracting State may tax its residents (as
determined under Article 4 (Piscal Domicile)) and citiszens (including,
‘in the case of the United States, former citizems) as if this
Convention had not come into effect.
3. The provisions of paragraph 2 shall not affect:
a) the benefits conferred by a Contracting State under
paragraph 2 of Article 15 (Pensions), Articles 20 (Relief
from Double Taxation), 21 (Non-discrimination), and 22
(Nutual Agreesent Procedure); and
b) the benefits conferred by a Contracting State under Articles
16 (Government Service), 17 (Teachers), 13 (Students and
Trainees) and 24 (Bffect of Convention on Diplomatic and !
\ Consular Officials, Domestic Laws, and Other Treaties), upon
individuals who are neither citizens of, nor bave immigrant
status in, that State.
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1.

, Article 2
TAXES COV:"ox

This Convention shall apply to taxzes on income imposed on behalf

of each Contracting State.

3.

The existing tazes to which this Convention shall apply ere:

a)

b)

In the case of the United States, the Pederal income taxes

isposed by the Internal Revenue Codc[‘]and the excise taxes

imposed on insurance premiums paid to foreign insurers and

with respect to private foundations, but excluding the

accumulated earnings tax and the personal holding company

tax.

In the case of the Hungarian People's Republic:

1)
i1)
114)
iv)

v)

vi)

vif)
viil)

The general income tax,

The income tax on intellectual activities,

The profit tax,

The profit tax on economic associations with foreign
participation,

The enterprises special tax,

The levy on dividends and profit distributions of
commercial cospanies,

The profit taz on state-owned enterprises, and

The contribution to communal development, but only to

the extent iamposed in respect of income tazes covered by
this Convention.

The Convention shall apply also to any identical or subdstantially

similar tazes which are imposed by a Contracting State after the date

of signature of this Convention in addition to, or in place of, the

'@8A Stat. 8; 26 U.&.C. §§ 1-8023.
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existing tazes. The competent authorities of the Contracting States
shall r~.cify each other of any changes which have been made in theit
respective taxation lavs and shall notify each other of any ottleiai
published material concerning the application of this Convention,
including explanations, regulations, rulings, or judicial decisions.
4. Por the purpose of Article 21 (Non-discrimination), this
Convention shall also apply to taxes of every kind and description
imposed by a Contracting State or a political subdivision or local
authority thereof. Por the purpose of Article 23 (Bxchange of
Information), this Convention shall also apply to taxes of every kind

imposed by a Contracting State.

Article 3
GERERAL DEPINITIONS -

1. In this Convention, unless the context othervise requires:

a) The term “person® includes an individual, a partnership, a
company or juridical person, an estate, a trust, and any
other body of persons;

b) The ters "company’ means any body corporate or any entity
which is treated as a body corporate for tax purposes;

<) The terms "enterprise of a Contracting State® and
®enterprise of the other Contracting State® mean
respectively an enterprise carried on by a resident of a
Contracting State and an enterprise carried on by a resident

of the other Contracting States
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4) The éttl "nationals® means:
1) All individuals possessing the citizenship of a
Contracting State, and
i1) All legal persons, partnerships and associations
deriving their status as such from the lav in force in a’

Contzacting State;

e) The tersm “international traffic” any tr port by a
ship or aircraft, except where such transport is solely
between places in the other Contracting State:

£) The ters “competent authority” means:

i) 1In the case of the United States, the Secretary of the
Treasury or his delegate, and

{i) 1In the case of the Hungarian People‘'s Republic, the
Minister of Pinance or his delegate:

9) i) The term °United States® means the United States cf
America, and
ii) vhen used in a geographical sense, the term “United
States® does not include Puerto Rico, the Virgin Islands,
Guam, or any other United States possession or territory:
and

h) The ters "Hungarian People's Republic”, when used in a
geographical sense, nccgs the territory of the Hungarian
People's Republic.

2. As regards the application of this Convention by a Contracting

State any term not othervise defined shall, unless the context

otherwvise requires and subject to the provisions of Article 22 (Mutual
Agreement Procedure), have the meaning which it has under the laws of

that Contracting State relating to the taxes which are the subject of

this Convention.
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Article 4

FISCAL DOAICILE

1. Por purposes of this Convention, the tera “resident of a
Contracting State® means any person wvho, under the lav of that State,
is liable to taxation therein by reason of his domicile, residence,
citizensbip, place of management, place of incorporation, Or any other
criterion of a similar nature; provided, however, that:

a) this tera does not include any person who is liable to tax
in that Coatracting State in respect only of income froa
sources therein or capital situated in that State; and

b) in the case of income derived or paid by a partaership,
estate, or trust, this ters applies only to the extent that
the income derived by such partnership, estate, or trust is
subject to tax as the income of a resident of the
Contracting State, either in its hands or in the hands of
its partners or beneficiaries.

2. Where by reason of the provisions of paragraph 1 an individual is
a resident of both Contracting States, then the individual's taxz status
shall be determined as follows:

e) The individual shall be deemed to be a resident of the
Contracting State in which the individual has a perasnent
home available to him. 1If the individual has a persanent
home available to him in both Contracting States or in
neither Contracting State, the individual shall be deemed to
be a resident of the Contracting State in which the

individual's center of vital interests is located;
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b) pe 4 thorcontuctinq State in which the mtvtdul‘; center of
vital interests is located cannot be determined, the
individual shall be deemed to be a resident of that
Contracting State in which the individual has an habitual
abode;

e) 12 the individual has an habitual abode in both Contracting
States or in neither of them, the individual shall be deemed
to be a resident of the Contracting State of wvhich the
individual is a national; and

4) If the individual is a national of both Contracting States
or of neither of them, the competent authorities of the
Contracting States shall settle the question by mutual
agteement. :

3. wWhere by reason of the provisions of paragraph 1 a coapany is a
resident of both Contracting States, then if it is created or organized
under the laws of a Contracting State or a political subdivision
thereof, it shall be treated as a resident of that State.

4. Where by reason of the provisions of paragraph 1 a persom other
than an individual or a company is a resident of both Contracting
States, the competent authorities of the Contracting States shall by
sutual agreement endeavor to settle the question and to determine the
mode of application of the Convention to such person.

S. Por purposes of this Convention, an individual who is a national
of a Contracting State shall also be deemed to be a resident of that
State if (a) the individual is an employee of that State or an
instrumentality thereof in the other Contracting State or in a third
State; (b) the individual is engaged in the performaace of governmental
functions for the first-mentioned State; and (¢) the individual is
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subjected in the first-mentioned State to the same cbligations in
respect of taxes on income as are residents of the first-mentioned
state. The spouse and- minor children residing with the employee and
subject to the requirements of (c) above shall also be deemed to be

residents of the first-mentioned State.

Article S

PERMANENT ESTABLISHMENT

1. Por the purposes of this Convention, the term “permanent
establishment® means a fixed place of business or production through
which the activities of an enterprise are wholly or partly carried on.

2. The term “permanent establishaent® shall include especially:

a) a place of management;

b) a branch;

<) an office;

d) a factory:

e) a workshop; and

£) a mine, an oil or gas well, a quarry, or any other place of

extraction of natural resources.
3. A building site or construction or installation project, or an
installation or drilling rig or ship used for the exploration or
development of natural resources, shall constitute a permanent
establ ishment only if it lasts more than 24 months.
4. Notwithstanding the preceding provisions of this Article, the tera
“permanent establishment® shall be deemed not to include:
a) the use of facilities solely for the purpose of storage,
display or delivery of goods or merchandise bclonging to the

enterprise:;

TIAS 9560

A-108

A-108



30 UST) Hungary—Tazation—Feb. 12, 1979

b) the maintenance of a stock of goods or merchandise belonging
to the cnt;tptisc solely for the purpose of storage, display .
or delivery:

c) the maintenance of a stock of goods or merchandise belonging
to the ;n:ctp:iso solely for the purpose of processing by
another entecrprise:

d) the maintenance of a fixed place of business solely for the
purpose of purchasing goods or merchandise, or for
collecting information, for the enterprise;

e) the maintenance of a fized place of business solely for the
purpose of carrying on for the enterprise any other activity
if it has a preparatory or auxiliary character; and

£) the maintenance of a fixed place of business solely for any
combination of the activities mentioned in subparagraphs a)
to e) of this pataq:nph;

S. Notwithstanding the provisions of paragraphs 1 and 2, where a
person - other than an agent of an independent status to vhos paragraph
6 applies - is acting on behalf of an enterprise and has, and
habitually exercises in a Contracting State, an authority to conclude
contracts in the name of such enterprise, that enterprise shall be
deemed to have a permanent establishment in respect of any activities
wvhich that person undertakes for the enterprise, unless the activities
of such person are limited to those mentioned in paragraph 4 which, if
exercised at a fixed place of business, would not make this fixed place
of business a permanent establishment under the provisions of that
patagraph.

6. An enterprise shall not be deemed to have a permanent

establishment in a Contracting State merely because it carries on
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business in that State through a broker, general commission agent or

any other agent of an independent status, provided that such persons

ace acting in the ordinary course of their business.

7. The fact that a ca-panyrvnich is a restident of a Contracting State

controls or is controlled by a company which is a resident of the other
Contracting State, or which carries on business in that other State
(vhether through a permanent establishment or otherwvise), shall not of
itself constitute either company a permanent establishaent of the

other.

Article 6

INCOME PROM INMMOVABLE PROPERTY (REAL PROPERTY)

1. Income derived by a resident of a Contracting State from immovable
property (real property) situated in the other Contracting State may be
tazed in that other State.

2. The term °‘immovable property® shall have the meaning which it has
under the lav of the Contracting State in which the property in
question is situated. The ters shall in any case include property
accessory to immovable property, livestock and equipment used in
agriculture and forestry, rights to which the provisions of general law
respecting x.ndoé property apply, usufruct of i{mmovable property and
rights to variable or fixed payments as consideration for the working
of, or the right to vork, mineral deposits, sources and other natursl
resources; ships, boats and aircratt shall not be regarded as immovable
property.

3. The provisions of paragraph 1 shall apply to income derived from
the direct use, letting, or use in any other form of immovable

property.
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4. The provisions of'paragraphl 1 and 3 shall also apply to the
income from immovable property of an enterprise and to income from
ismovable property used for the performance of independent personal

services.

Article 7

BUSINESS PROPITS

1. The business profits of an enterprise of a Contracting State shall
be taxable only in that State unless the enterprise carries on business
in the other Contracting State through a permanent establishment
situated therein. If the enterprise carries on business as aforesaid,
the business profits of the enterprise may be taxed in that other State
but only so much of them as is attributable to that permanent
establishsent.

2. Subject to the provisions of paragraph 3, vhere an enterprise of a
Contracting State carries on business in the other Contracting State
through a permanent establishment situated therein, there shall in each
Coantracting State be attributed to that permanent establishaent the
business profits which it might be expected to make if it were a
distinct and independent enterprise engaged in the same or similar
activities under the same or similar conditions.

3. In the determination of the business profits of a permanent
establishment, there shall be allowed as deductions those expenses
vhich are incurred for the purposes of the permanent establishment,
including a reasonable allocation of executive and general administra-
tive expenses, reseactch and development expenses, interest, and other

expenses incurred for the purposes of the enterprise as a whole (or the
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part thereof which includes the permanent establishment), whether
incurred in the State in which the permanent establishment is situated
or elsewhere. i
4. No business profits shall be attributed to a permanent
establishaent by reason of:
a) the mere purchase by that permanent establishment of goods
or merchandise for the enterprise, or
b) the mere delivery to the permanent establishment of goods or
merchandise for its use.
5, Where business profits include items of income which are dealt
with separately in other Articles of this Convention, then the
provisions of those Articles shall not be affected by the provisions of

this Article.

Article 8

SBIPPING AND AIR TRANSPORT

1. Profits of an enterprise of a Contracting State from the operation
in international traffic of ships or aircraft shall be taxable only in
that State.

2. Por purposes of this Article, profits from the operation of ships
or aircraft in international traffic include profits derived from the
tental on a full or bareboat basis of ships or aircraft operated in
international traffic if such rental profits are incidental to other
profits described in paragraph 1.

3. Profits of an enterprise of a Contracting State from the use,
zaintenance or rental of containers (including trailers and related

equipment for the transport of containers) used for the transport of
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goods or lerehludi;o in iaternational traffic shall be tazable only in
that State. - - '

4. The provisions of this Article shall also apply vhere the
enterprise has an agency in the other State for the transportation of
goods or persons, but only to the extent of activities directly
connected vith the business of shipping and aircraft transportation,
including auxiliary activities connected therewith.

Article 9

DIVIDENDS

1. Dividends paid by a company which is a resident of a Contracting
State to a resident of the other Contracting State may be taxed in that
other State.

2. However, such dividends may be taxed in the Contracting State of
which the company paying the dividends is a resident, and according to
the law 5! that State, but if the beneficial owner of the dividends is
a resident of the other Contracting State, the tax so charged shall not
exceed:

a) S percent of the gross amount of the dividends if the
beneficial owner is a company which owns, directly or
inditectly, at least 10 percent of the voting stock of the
company paying the dividends:

b) in all other cases, 15 percent of the gross asount of the
dividends.

This paragraph shall not affect the taxation of the company in

respect of the profits out of which the dividends are paid.

3. The term °"dividends® as used in this Articlc means income from

TIAS 8560

A-113

A-113



6372 U.S. Treaties and Other In‘ rnational Agreements (30 UST

shares or other rights, not being debt-r..ing. participating in
profits, as well as income from other co.porate rights which is
subjected to the same taxation treatment as income from shaces by the
taxzation lav of the State of which the company making the distribution
is a resident. .
4. The provisions of paragraphs 1 and 2 shall not apply if the
recipient of the dividends, being a resident of a Contracting State,
carries on business in the other Contracting State, of which the
company paying the dividends is a resident, through a permanent
establishment situated therein, or performs in that other State
{ndependent personal services from a fized base situated therein, and
the holding in respect of which the dividends are paid is effectively
connected with such permanent establishment or fixed base. In such 3
case, the provisions of Article 7 (Business Profits) or Article 13
(Independent Personal Services), as the case may be, shall apply.
S. Where a company is a resident of a Contracting State, the other
Contracting State may not impose any tax on the dividends paid by the
company, except insofar as
e) such dividends are paid to a resident of that other State,
b) the holding in respect of wvhich the dividends are paid is
effectively connected with a permanent establishaent or a
fized base situated in that other State, or
c) such dividends are paid out of profits attributable to a
permanent establishment which such company had in that other
State, provided that at least 50 percent of such company's
gross income from all sources was attributable to a
pecsanent establishment vhich such company had in that ucther

State.
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’

Where sudbparagraph ¢) applies and subparagraphs a) and b) do not apply,
any such tax shell be subject to the limitations of paragraph 2.

Article 10
INTEREST

1. Interest arising in a Contracting State and paid to a resident of
the other Contracting State shall be taxable only in that other State.
2. The term “interest® as used in this Convention means income from
debt-claims of every kind, whether or not secured by mortgage, and
vbether or not carrying a right to participate in the debtor's profits,
and in particular, income from government securities and income from
bonds or debentures, including premiums or prizes attaching to bonds or
debentures.

3. The provisions of paragraph 1 shall not apply if the person
deriving the interest, being a resident of a Contracting State, carries
on business in the other Contracting State through a permanent
establishment situated therein, or performs in that other State
independent personal services from a fixed base situated therein, and
the debt claim in respect of wvhich the interest is paid is effectively
connected with such persanent establishment or fixed base. 1In such a
case, the provisions of Article 7 (Business Profits) or Article 13

(Independent Personal Services), as the case may be, shall apply.
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Article 11
ROYALTIES

1. Royalties arising in a Contracting State and paid to a resident of
the other Contracting State shall be taxzable only in that other State.
2. The term “royalties® as used in this Article means payments of any
kind received as a consideration tog the use of, or the right to use,
any copyright of literary, artistic or scientitic -o;k, including
cinematographic films or films or tapes used for radio or television
broadcasting, any patent, trade mark, design or model, plan, secret
formula or process, or other like right or property, or for information
concerning industrial, commercial or scientific experience.

3. The provisions of paragraph 1 shall not apply if the person
deriving the royalties, being a resident of a Contracting State,
carries on business in the other Contracting State in which the
royalties arise through a permanent establishment situated therein, or
perforss in that other State independent personal services from a fixed
base situated therein, and the right or property in respect of which
the royalties are paid is effectively connected with such permanent
establishment or fixed base. In such a case the provisions of Article
7 (Business Profits) or Article 13 (Independent Personal Services), as

the case may be, shall apply.

Article 12

CAPITAL GAINS

1. Gains derived by a resident of a Contracting State froa the

slienation of immovable property, as defined in paragraph 2 of Article
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6 (Immovable Property), situated in the other Contracting s:ate‘any be
tazed in that other State.

2. Gains from the alienation of movable property forming part of the
business property of a perni;ent establishment which an enterprise of a
Contracting State has in the other Contracting State or of movable
property petta!niné to a fixed base available to a resident of a
Contracting State in the ‘other Contracting State for the purpose of
perforaing independent personal services, including such gains from the
alienation of such a permanent establishment (alone or together with
the vhole enterprise) or of such a fixed base, may be taxed in the
other State. However, gains derived by an enterprise of a Contracting
State from the alienation of ships, aircratt or containers operated by
such enterprise in international traffic shall be taxable only in that
State.

3. Gains from the alienation of any property other than those
mentioned in paragraphs 1 and 2, shall be taxable only in the

Contracting State of which the alienator is a resident.

Article 13
INDEPENDENT PERSONAL SERVICES

1. Income derived by an individual who is a resident of a Contracting
State from the performance of personal services in an independent
capacity shall be taxable only in that State unless such services are
performed in the other Contracting State and
a) the individual is present in that other State for a period
or periods aggregating more than 183 days in the taxable

year concerned, or
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b) the individual n‘: a fized base regularly available to his
in that other State for the purpose of perforaing his
activities, but only s0 much of the income as is
attributadble to that fixed base.

2. The term “personal services® includes, especially, independent
scientific, literary, a;ttsttc. educational or teaching activities as
well as the independent activities of physicians, lawyers, engineers,
architects, dentists, artistes, athletes and accountants.

Article 14
DEPENDENT PERSONAL SERVICES

1. Subject to the provisions of Articles 15 (Pensions) and 16
{Government Service), salaries, vages and other similar remuneration

derived by a resident of a Contracting State in respect of an

employment shall be taxable only in that State unless the employment is

exercised in the other Contracting State. If the employment is so
exercised, such remuneration as is derived therefrom may be taxzed in
that other State.

2. Notwithstanding the provisions of paragctaph 1, remunetation
derived by a resident of a Contracting State in respect of an
employment exercised in the other Contracting State shall be taxabdle
only in the first-mentioned State if:

a) the recipient {3 present in the other State for a period or
periods not exceeding in the aggregate 183 days in the
tazable year concerned, and

b) the remuneration is paid by, or oa behalf of, an employer
who is not a resident of the other State, and
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e) the remuneration is not borne by a permanent establishment
or a fixed base which the employer has in the other State.
3. Notwithstanding the preceding provisions of this Article,
remuneration in roij.ct of an employment as a member of the regular
complement of a ship or aircraft operated by an enterprise of a
Contracting State in international traffic may be tazed only in that

Contracting State.

Article 15
PEESIONS

Subject to the provisions of paragraph 2 of Article 16 (Government
Services),

1. pensions and other similar resmuneration beneficially derived
by a resident of a Contracting State in consideration of
past employment shall be tazable only in that State, and

2. social security payments and other public pensions paid by a
Contracting State to an individual who is a resident of the
other Contracting State or a citizen of the United States
shall be taxzable only in the first-mentioned Contracting
State.

Article 16
GOVERNMENT SERVICE

1. a) Remuneration, other than a pension, paid by a Contracting
State cr a political subdivision or a local authority

thereof to any individual in respect of services rendered to
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that State or subdivision or local authority thereof shall
be taxable only in that State.

b) However, sugn remuneration shall be taxzable only in the
other Contracting State if the services are rendered in that
State and the recipient is a resident of that other
Contracting State who:

1) is a national of that State; or
ii) @id not become a resident of that State solely for the
purpose of performing the services.

2. a) Any pension paid by, or out of funds created by, a
Contracting State or a political subdivision or a local
authority thereof to any individual in respect of services
rendered to that State or subdivision or local authority
thereof shall be tazable only in that State.

b) Bowever, such pension shall be taxzable only in the otker
Contracting State if the recipient is a national of and a
resident of that State.

3. The provisions of Articles 13 (Independent Personal Services), 14

(Dependent Personal Services), and 15 (Pensions), as the case may be,

shall apply to remuneration and pensions in respect of services

rendered in connection with any business carried on by a Contracting

State or a political subdivision or a local authority thereof.

Article 17

TEACHERS

1. Where a resident of one of the Contracting States is ianvited by
the Government of the other Contracting State, s political subdivision
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-

or a local authority thereof, or by a university or other recognized
educational institution in that other Contracting State to come to that
other Contracting §;ltc for a period not expected to exceed 2 years for
the purpose of teachina or engaging in research, or both, at a
university or other recognized educational institution, and such
resident comes to that other Contracting State primarily for such
purpose, his income from personal services for teaching or research at
such university or educational institution shall be exempt from tax by
that other Contracting State for a period not exceeding 2 years from
the date of his arrival in that other Contracting State.

2. This Article shall not apply to income from research if such
research is undertaken not in the public interest but primarily for the

private benefit of a specific person or persons.

Article 18
STUDENTS AND TRAINEES

1. Payments which a student, apprentice or business trainee who is,
or was immediately before visiting a Contracting State, a resident of
the other Contracting State and who is present in the first-mentioned
Contracting State for the purpose of his full-time education or
training receives for the purpose of his maintenance, education or
training shall not be taxzed in that State provided that such payments
are made to him from sources outside that State.

2. An individual to whom paragraph 1 applies may elect to be treated
for tax purposes as a resident of the first-mentioned State. The
election shall apply to all periods during the taxable year of the

election and subseguent taxzable years during which the individual
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qualifies under paragraph 1, and may not be revoked except with the
consent Of the competent authority of that State.

Article 19

ALL OTEER INCOME

Items of income of a resident of a3 Contracting State, vherever
arising, not dealt vith in the foregoing Articles of this Convention
shall be taxzable conly in that State.

Article 20

RELIEP PROM DOUBLE TAXATION

1. In the case of the United States, double tazation shall be avoided
as follows: In accordance with the provisions and subject to the
limitations of the lawv of the United States (as it may be amended from
time to time vithout changing the general principle hereof), the United
States shall allow to a resident or citizen of the United States as a
credit against the United States tax on income the appropriate amount
of tax paid to the Hungarian People's Republic; and, in the case of a
United States company owning at least 10 percent of the voting stock of
a company which is a resident of the Bungarian People's Republic from
vhich it receives dividends in any tazable year, the United States
shall allow as a credit against the United States t2x on income the
appropriate amount of income tax paid to the Hungarian People's
Republic by that company with respect to the profits out of which such
dividends are paid. Such appropriate amount shall be based upon the
amoynt of income tax paid to the Hungarian People's Republic, but the
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credit shall not exceed the limitations (for the purpose of liaiting

the credit to the United States tax on income from sources outside of

the United States) provided by United States law for the tazable year.

Por purposes of applying the United States credit in relation to tax

paid to the Hungarian People's Republic, the taxes referred to in

paragraphs 2 b) and 3 of Article 2 (Tazes Covered) shall be considered

to be income taxzes.

2. In the case of the Hungarian People's Republic., double taxation

shall be avoided as follows:

a)

b)

Where a resident of the Hungarian People's Republic:

i) derives income which, in accordance with the provisions
of this Convention other than paragraph 2 of Article 1
(Personal Scope), may be taxed in the United States, or

i1) derives income from sources within the United States
which may be taxed only by reason of paragraph 2 of
Article 1 (Personal Scope),

the Bungarian People‘'s Republic shall, subject to the
provisions of subparagraphs b) and ¢), exempt such income
from tax.

where a resident of the Hungarian People's Republic derives
items of income which, in accordance with the provisions of
paragraph 2 of Article 9, may be tazed in the United States,
the Hungarian People‘s Republic shall allov as a deduction
from the tax on the income of that resident an amount equal
to the tax paid in the United States. Such deduction shall
not, however, exceed that part of the tax, as computed
before the deduction is given, which is attributable to such

items of income derived from the United States.
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e) where in accordance with any provision of the Convention
igcéme derived by a resident of the Bungarian People's
Republic is exempt from tax in the Bungarian People's

Republic, the Bungarian People‘'s Republic may nevertheless,

in calculating the amount of tax on the remaining income of

such resident, take into account the exempted income.

Article 21

NOW-DISCRIMINATION

1. The nationals of a Contracting State, vhether or not they are
residents of one of the Contracting States, shall not be subjected in
the other State to any taxzation or any requirement connected therewith,
which is sore burdensose than the taxzation and connected requirements
to which nationals of that other State in the same circumstances are or
may be subjected. For purposes of the preceding sentence, nationals
who are subject to tax by a Contracting State on worldwide income are
not in the same circumstances as nationals who are not so subject.

2. The taxation on a permanent establishment which an enterprise of a
Contracting State has in the other Contracting State shall not be less
favorably levied in that other State than the taxzation levied on
enterprises of that other State carrying on the same activities. This
Article shall not be construed as obliging a Contracting State to grant
to residents of the other Contracting State any personal allowances,
teliefs and reductions for tazation purposes on account of civil status
or family responsibilities which it grants to its own residents.

3. Interest, royalties and other disbursements paid by an enterprise

of a Contracting State to a resident of the other Contracting State
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"

shall, for the puv--'13c of determining the taxable profits of such

enterprise, be daductible under the same conditions as if they had been
paid to a resident Af the first-mentioned State. Similarly, any debts
of an enterprise of a Contracting State to a resident of the other
Contracting State shall, for the purpose of determining the taxable

- capital of such enterprise, be deductible under the same conditions as
i{f they had been contracted to a resident of the first-mentioned State.
4. Enterprises of a Contracting State, the capital of which is wholly
or partly owned or controlled, directly or indirectly, by one or more
residents of the other Contracting State, shall not be subjected in the
first-mentioned Contracting State to any taxzation or any requirement
connected therewith which is more burdensome than the taxation and
connected requirements to which other similar enterprises of the
first-mentioned State are or may be subjected.

S. In this Article the ters “taxzation® means taxes of every kind and
description imposed by a Contracting State or a political subdivision

or local authority thereof.

Article 22

MUTUAL AGREEMENT PROCEDURE

l. +vhere a resident or national of a Contracting State considers that
the actions of one or both of the Contracting States result or will
result for it in taxation not in accordance wvith this Convention, it
may, notwithstanding the remedies provided by the national laws of
those States, present its case to the competent authority of the

Contracting State of which it is a resident or national.
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v

2. The competent authority shall endeaver, if the objection appears
to it to be justified snd if it is not itself able to arrive at an
sppropriate solution, to resolve the case by mutual agreement with the
competent authority of the other Contracting State with a view to the
avoidance of ma‘.ttou not in accordance with the Convention. Any
sgreement reached shall be uplmntoé notwithstanding any time limits
in the national laws of the Contracting States.

3. The competent authorities of the Contracting States shall endeavor
to resolve by mutual agreement any difficulties or doubts arising as to
the interpretation or application of the Convention. They may also
consult together for the elimination of double taxation in cases not
provided for in the Convention.

4. The competent authorities of the Contracting States may
communicate vith each other directly for the purpose of reaching an
agreement in the sense of the preceding paragraphs.

5. The competent authorities of the Contracting States may prescribe

regulations to carry out the purposes of this Convention.

Article 23
EXCHANGE OF INFORMATIOR

1. The competent authorities of the Contracting States shall exchange
such information as is necessary for the carrying out of this
Coavention or of the domestic laws of the Contracting States concerning
tazes covered by this Convention insofar as the taxation thereunder is
not contrary to this Convention. The exchange of information is not
restricted by Article 1 (Personal Scope). Any information received by

a Contracting State shall be treated as secret in the same manner as
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information obtained under the domestic laws of that State and shall be
disclosed only to persons or authorities (including courts and
ul-tnxltt_auvo bodies) involved in the assessaent or collection of, the
enforceaent or ptotgcueion in respect of, or the deteraination of
appeals in relation to, the tazes which are the subject of the
Convention. Such persons or authorities shall use the information only
for such purposes. These persons or authorities may disclose the
information in public court proceedings or in judicial decisions.

2. In no case shall the provisions of paragraph 1 be construed so as
to impose on one of the Contracting States the obligation:

a) to carry out administrative measures at variance with the
lavs and administrative practice of that or of the other
Contracting State;

b) to supply particulars which are not obtainable under the
laws or in the normal course of the administration of that
or of the other Contracting State;

c) to supply information which would disclose any trade,
business, industrial, commercial or professional secret or
trade process, or information, the disclosure of which would
be contrary to public policy (ordre public).

3. If information is requested by a Contracting State in accordance
with this Article, the other Contracting State shall obtain the
information to which the request relates in the same manner and to the
same extent as if the tax of the first-mentioned State were the tax of
that other State and were being imposed by that other State. If
specifically requested by the competent authority of a Contracting
State, the competent authority of the other Contracting State shall
provide information under this Article in the form of depositions of
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witnesses and copies of unedited original documents (including books,
documents, statements, rocotd;. accounts, or writings), to the same

extent such dcpotitiQn: and documents can be obtained under the laws
and administrative practices of such other State with respect to its

own tazes.

Article 24

EPPECT OF CONVENTION ON DIPLOMATIC AND CONSULAR

OPFICIALS, DOMESTIC LAWS, AND OTHER TREATIES
1. Nothing in this Convention shall affect the tazation privileges of
diplomatic or consular officials under the general rules of
international lawv or under the provisions of special agreements.
2. This Convention shall not restrict in any manner any exclusion,
exemption, deduction, credit, or other allowance nov or hereafter
accorded—
a) by the lawvs of either Contracting State, or

b) by any other agreement between the Contracting States.

Article 25
ENTRY INTO FORCE

1. This Convention shall be subject to ratification or approval in
accordance vith the applicable procedures of the Governments of the
Contracting States and it shall enter into force as soon as the parties
have notified one another that their respective constitutional
requirements have been met.

2. The provisions of this Convention shall have effect:
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In respect of tax withheld at the source, to amounts paid or
credited on or after the first day of the second month next
following the date on which thii Convention enters into
teré.,

In respect of other taxzes, to taxable periods beginning on
or after the first day of January next following the date on

vhich this Convention enters into force.

Article 26
TERMINATION

This Convention shall remain in force until teraminated by the

Government of one of the Contracting States. The Government of either

Contracting State may terminate the Convention at any time after S

years from the date on which this Convention enters into force provided

that at least 6 months' prior notice of termination has been given

through diplomatic channels. In such event, the Convention shall cease

to have effect:

1.

2.

In respect of tax vithheld at the source, to amounts paid or
credited on or after the first day of January next following
the expiration of the 6 months’' period;

In respect of other tazes, to tazable periods beginning on
or after the first day of January next following the

expiration of the 6 months' period.
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DONE at lnhtnqten in duplicate, both in the English and Hungarian
languages, the tvo texts having equal authenticity, this 12th day of
Pebruary 1979.

FOR THE GOVERNMENT OF POR THE GOVERNMENT OF

THE UNITED STATES OF AMERICA: THE; SUNGARIAN mn.: & REPUBLIC:
W. Michael Blumenthal Lajos
Secretary of the Treasury utntuu et uunec
TIAS 9560
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MOST-FAVORED-NATION TREATMENT IN
CUSTOMS MATTERS

Provisional qgreement signed at Riga February 1, 1926

Latvian ratification notified to the United States April 30, 1926
Entered into force April 30, 1926

Modified by notes of July 10 and 11, 1951 *

Treaty Series 740

ProvisioNAL COMMERCIAL AGREEMENT
BETWEEN THE UNITED STATES OF AMERICA AND LATVIA

The Undersigned,
Mr. F. W. B. Coleman, Envoy Extraordinary and Minister Plenipoten-

tiary of the United States of America to Latvia, and

Mr. K. Ulmanis, Prime Minister of Latvia, desiring to confirm and make
a record of the understanding which they have reached through recent con-
versations on behalf of their respective Governments with reference to the
treatment which the United States shall accord to the commerce of Latvia
and which Latvia shall accord to the commerce of the United States, have

signed this Provisional Agreement:

§1

It is understood that in respect of import and export duties and all other
duties and all other charges affecting commerce, as well as in respect to
transit, warehousing and other facilities and the treatment of commercial
travellers’ samples, the United States will accord to Latvia, and Latvia will
accord to the United States, its territories and possessions, unconditional
most favored nation treatment, and that in the matter of licensing or pro-
hibitions of imports or exports cach country so far as it at any time maintains
such a system will accord to the commerce of the other treatment as favorable
with respect to commodities, valuations and quantities as may be accorded
to the commerce of any other country.

! Not printed. The Latvian Chargé d’AfTaires, in his note of July 11, 1951, acquiesced
in the application of controls by the United States Government to trade between the
United States and Latvia while that country is under Soviet control.
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§2
It is understood that no higher or other duties shall be imposed on the
importation into or disposition in the United States, its territories or posses-
sions, of any articles the produce or manufacture of Latvia than are or shall
be payable on like articles the produce or manufacture of any foreign
country.

$3

It is understood that no higher or other duties shall be imposed on the
importation into or disposition in Latvia of any articles the produce or
manufacture of the United States, its territories or possessions, than are or
shall be payable on like articles the produce or manufacture of any foreign
country.

§4
It is undertsood that similarly no higher or other duties shall be imposed
in the United States, its territories or possessions, or in Latvia, on the exporta-

tion of any article to the other or to any territory or possession of the other
than are payable on the exportation of like articles to any foreign country.

§5
It is understood that every concession with respect to any duty, charge or
regulation affecting commerce now accorded or that may hereafter be
accorded by the United States or by Latvia by law, proclamation, decree, or
commercial treaty or agreement, to the products of any third country will
become immediately applicable without request and without compensation
to the commerce of Latvia and of the United States and its territories and

possessions, respectively.
§6

This understanding does not relate to:

A. The treatment which the United States accords or may hereafter
accord to the commerce of Cuba or any of the territories or possessions of the
United States, or the Panama Canal Zone, or to the treatment which is or
may hereafter be accorded to the commerce of the United States with any
of its territories or possessions, or to the commerce of its territories or posses-
sions with one another.

B. The treatment which Latvia has accorded or may accord to the com-
merce of Estonia, Finland, Lithuania or Russia so long as any advantages
arising from such treatment are not accorded by Latvia to the commerce of
states other than Estonia, Finland, Lithuania and Russia.

C. Prohibitions or restrictions of a sanitary character or designed to protect
human, animal or plant life, or regulations for the enforcement of police or
revenue laws.
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§7
It is further understood that the present arrangement shall become opera-
tive on the day when the ratification of the present agreement by the Latvian
Saeima will be notified to the Government of the United States, and unless
sooner terminated by mutual agreement, shall continue in force until thirty
days-after notice of its termination shall have been given by either Govern-
ment; but should either Government be prevented by future action of its

legislature from carrying out the terms of this arrangement the obligations
thereof shall thereupon lapse.

Signed at Riga, this first day of February nineteen hundred and twenty-six.

F. W. B. CoLeMaN  [SEAL]
K. ULmanis [sEAL]
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MOST-FAVORED-NATION TREATMENT
IN CUSTOMS MATTERS

Exchange of notes at Washington December 23, 1925

Lithuanian ratification notified to the United States July 10, 1926
Entered into force July 10, 1926

Modified by notes of July10and 11,1951 *

Treaty Series 742

The Secretary of State to the Lithuanian Minister

" DEPARTMENT OF STATE
Washington, December 23, 1925

Sir:

I have the honor to make the following statement of my understanding of
the agreement reached through recent conversations held at Washington on
behalf of the Government of the United States and the Government of Lith-
uania with reference to the treatment which the United States shall accord
to the commerce of Lithuania and which Lithuania shall accord to the com-
merce of the United States.

These conversations have disclosed a mutual understanding between the
two Governments which is that, in respect of import and export duties and
other duties and charges affecting commerce, as well as in respect of transit,
warchousing and other facilities, and the treatment of commercial travelers’
samples, the United States will accord to Lithuania, and Lithuania will
accord to the United States, its territories and possessions, unconditional
most-favored-nation treatment; and that in the matter of licensing or pro-
hibitions of imports and exports, each country, so far as it at any time main-
tains such a system, will accord to the commerce of the other treatment as
favorable, with respect to commodities, valuations and quantities, as may be
accorded to the commerce of any other country.

1 Not printed. The Lithuanian Minister, in his note of July 11, 1951, acquiesced in the
application of controls by the Government of the United States to trade between the
United States and the territory of Lithuania “while the latter is under Soviet domination
or control.”
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It is understood that

No hxghcr or other duties shall be imposcd on the importation into or dis-
position in the United States, its territories or possessions, of any articles the
produce or manufacture of Lithuania than are or shall be payable on like
articles the produce or manufacture of any foreign country;

No hxghcr or other duties shall be imposed on the importation into or dis-
position in Lithuania of any articles the produce or manufacture of the
United States, its territories or possessions, than are or shall be payable on
like articles the produce or manufacture of any foreign country;

Similarly, no higher or other duties shall be imposed in the United States,
its territories or possessions, or in Lithuania, on the exportation of any articles
to the other or to any territory or possession of the other, than are payable
on the exportation of like articles to any foreign country;

Every concession with respect to any duty, charge or regulation affecting
commerce now accorded or that may hereafter be accorded by the United
States or by Lithuania, by law, proclamation, decree or commercial treaty
or agreement, to the products of any third country will become immediately
applicable without request and without compensation to the commerce of
Lithuania and of the United States and its territories and possessions,
respectively;

Provided that this understanding does not relate to

(1) The treatment which the United States accords or may hereafter
accord to the commerce of Cuba or any of the territories or possessions of
the United States or the Panama Canal Zone, or to the treatment which is
or may hereafter be accorded to the commerce of the United States with any
of its territories or possessions or to the commerce of its territories or posses-
sions with one another.

(2) The treatment which Lithuania accords or may hereafter accord to
the commerce of Finland, Esthonia, Latvia and/or Russia, so long as such
special treatment is not accorded to any other State.

(3) Prohibitions or restrictions of a sanitary character or designed to pro-
tect human, animal or plant life or regulations for the enforcement of police
or revenue laws.

The present arrangement shall become operative on the day when the
ratification thereof by the Lithuanian Seimas shall be notified to the Govern-
ment of the United States, and, unless sooner terminated by mutual agree-
ment, shall continue in force until thirty days after notice of its termination
shall have been given by either party; but should ecither party be prevented
by future action of its legislature from carrying out the terms of this arrange-
ment, the obligations thereof shall thereupon lapse.
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I shall be glad to have your confirmation of the accord thus reached.
Accept, Sir, the renewed assurances of my highest consideration.

Frank B. Krrroce

Mr. Kazys Bizauskas
Minister of Lithuania

The Lithuanian Minister to the Secretary of State’

LrrrUuANIAN LEecaTION
Washington, D.C., December 23, 1925

Sir:

I have the honor to make the following statement of my understanding of
the agreement reached through recent conversations held at Washington on
behalf of the Government of Lithuania and the Government of the United
States with reference to the treatment which the United States shall accord
to the commerce of Lithuania and which Lithuania shall accord to the com-
merce of the United States.

[For statement of understanding, see U.S. note, above.]
I shall be glad to have your confirmation of the accord thus reached.
Accept, Sir, the renewed assurances of my highest consideration.
K. Brzauskas

His Excellency
The Honorable FRanx B. Kerroce
Secretary of State
Washington, D.C.
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AGIBm ON TRADE RELATIONS
BETWEEN
THE UNITED STATES OF AMERICA
AND

THE PEOPLE'S REPUBLIC OF CHINA

The Government of the United States of America and the
Government of the People's Republic of China:;

Acting in the spirit of the Joint Communigue on the
Establishment of Diplomatic Relations between the United
States of America and the People's Republic of China:[l]

Desiring to enhance friendship between both peoples;

Wishing to develop further economic and trade relations
between both countries on the basis of the principles of
equality and mutual benefit as well as nondiscriminatory
treatment;

Have agreed as follows:

ARTICLE I

1. The Contracting Parties undertake to adopt all
appropriate measures to create the most favorable conditions
for strengthening, in all aspects, economic and trade relations
between the two countries so as to promote the continuous,

long-term development of trade between the two countries.

* Department of State Bulletin. January. 1979. p. 25.
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2. In order to strive for a balance in their economic
interests, the Contracting Parties shall make every effort to
foster ‘the mutual expansion of their reciprocal trade and to
contribute, each by its own means, to attainir;g the harmonious

development of such trade.

‘ 3. Commercial transactions will be effected on the
basis of contracts between firms, companies and corporations,
and trading organizations of the two countries. They will
be concluded on the basis of customary international trade
practice and commercial considerations such as price, quality,

delivery and terms of payment.

ARTICLE II

1. With a view to establishing their trade relations
on a nondiscriminatory basis, the Contracting Parties shall
accord each other most-favored-nation treatmeant with respect
to products originating in or destined for ths other
Contracting Party, i.e., any advantage, favor, privilege,
or immunity they grant to like products originating in or
destined for any other country or region, in all matters
regarding:

(A) Customs duties and charges of all kinds applied

| to the import, export, re-export or transit of

products, including the rules, formalities and

procsdures for collection of such duties and charges:

(B) Rules, formalities and procedures concerning customs
clearance, transit, warehousing and transshipment

of importad and exported products;
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(C) Taxes and other internal charges levied directly
or indirectly on imported or exported products or

services; g

(D) All laws, regulations and requirements affecting
all aspects of internal sale, purchase, transportation,

distribution or use of imported products: and

(E) Administrative formalities for the issuance of

import and export licenses.

2. In the event either Contracting Party applies
quantitative restrictions to certain products originating
in or exported to any third country or region, it shall
afford to all like products originating in or exported to
the other country treatment which is equitable to that

afforded to such third country or region.

3. The Contracting Parties note, and shall take into
consideration in the handling of their bilateral trade
relations, that, at its current state of economic development,

China is a developing country.

4. The principles of Paragraph 1 of this Article will
be applied by the Contracting Parties in the same way as
they are applied under similar circumstances under any
multilateral trade agreement to which either Contracting
Party is a party on the date of entry into force of this

Agreement.

S. The Contracting Parties agree to reciprocate
satisfactorily concessions with regard to trade and services,
particularly tariff and non-tariff barriers to trade, during

the term of this Agreement.
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ARTICLE III

For the purpose of promoting economic and trade relations

between their two countries, the Contracting Parties agree to:

(a)

(B)

(C)

(D)

Accord firms, companies and corporations, and
trading organizations of the other Party treatment
no less favorable than is afforded to any thirad

country or region;

Promote visits by personnel, groups and delegations
from economic, trade and industrial circles:
encourage commsrcial exchanges and contacts; and
support the holding of fairs, exhibitions and

technical seminars in each other's country:;

Permit and facilitate, subject to their respective
laws and regulations and in accordance with physical
possibilities, the stationing of representatives, or
the establishment of business offices, by firms.
companies and corporations, and trading organizations

of the other Party in its own territory; and

Subject to their respective laws and regulations

and physical possibilities, further support trade
promotions and improve all conveniences, facilities
and related services for the favorable conduct of
business activities by firms, companies and
corporations, and trading organizations of the two
countries, including various facilities in respect
of office space and residential housing, telecommuni-

cations, visa issuance, internal business travel,

TIAS 9630

A-143

A-143



1656

U.S. Treaties and Other International Agreements [31 UsT

customs formalities for entry and re-export of
perscnal effects, office articles and commercial

samples, and observance of contracts.

ARTICLE IV

The Contracting Parties affirm that government trade
offices contribute importantly to the development of their
trad® and econamic relations. They agree to encourage and
support the trade promotion activities of these offices.
Each Party undertakes to provide facilities as favorable
as possible for the operation of these offices in accordance
with their respective physical possibilities.

ARTICLE V

1. Payments for transactions between the United States
of America and the People's Republic of China shall either be
effected in freely convertible currencies mutually accepted
by firms, companies and corporations, and trading organizations
of the two countries, or made otherwise in accordance with
agreements signed by and between the two parties to the
transaction. Neither Contracting Party may impose

restrictions on such payments except in time of declared

national emergency.

2. The Contracting Parties agree, in accordance with
their respective laws, regulations and procedures, to facilitate
the availability of official export credits on the most
favorable terms appropriate under the circumstances for
transactions in support of economic and technclogical projects

and products between firms, companies and corporations, and
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trading organizations of the two countries, Such credits will
, be the subject of separate arrangements by the concerned

authorities of the two Contracting Parties.

3. Each Contracting Party shall proviée, on the basis
of most-favored-nation treatment, and subject to its respective
laws and regulations, all necessary facilitiés for financial,
currency and banking transactions by nationals, firms,
companies and corporations, and trading organizations of the
other Contracting Party on terms as favorable as possible.
Such facilities shall include all required authorizations
for international payments, remittances and transfers, and

uniform application of rates of exchange.

4. Each Contracting Party will look with favor towards
participation by financial institutions of the other country
in appropriate aspects of banking services related to
international trade and financial relations. Each Contracting
Party will permit those financial institutions of the other
country established in its territory to provide such services
on a basis no less favorable than that accorded to financial

institutions of other countries.

ARTICLE VI

1. Both Contracting Parties in their trade relations
recognize the importance of effective protection of patents,

trademarks and copyrights.

2. Both Contracting Parties agree that on the basis of
reciprocity legal or natural persons of either Party may

apply for registration of trademarks and acquire exclusive
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rights thereto in the tcyritory of the other Party in
accordance with its laws and regulations.

3. Both Contracting Parties agree that each Party shall
seek, under its ‘laws and with due regard to international
practice, to ensure to legal or natural persons of the other
Party protection of patents and trademarks equivalent to the
patent and trademark protection correspondingly accorded by
the other Party.

4. Both Contracting Parties shall permit and facilitate
enforcement of provisions concerning protection of industrial
property in contracts between firms, companies and corporations,
and trading organizations of their respective countries, and
shall provide means, in accordance with their respective laws,
to restrict unfair competition involving unauthorized use of

such rights.

5. Both Contracting Parties agree that each Party shall
take appropriate measures, under its laws and regulations
and with due regard to international practice, to ensure to
legal or natural persons of the other Party protection of
copyrights equivalent to the copyright protection correspond-

ingly accorded by the other Party.

ARTICLE VII

1. The Contracting Parties shall exchange information
on any problems that may arise from their bilateral trade,
and shall promptly hold friendly consultations to seek
mutually satisfactory solutions to such problems. No action
shall be taken by either Contracting Party before such

consultations are held.
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2. However, if consultations do not result in a mutually
) satisfactory solution within a reasonable period of time,
either Contracting Party may take such measures as it deems
appropriate. In an exceptional case where a situation does
not admit any delay, either Contracting Party may take
preventive or remedial action proviaionall&, on the condition
that consultation shall be effected immediately after taking

such action.

3. When either Contracting Party takes measures under
this Article, it shall ensure that the general objectives of

this Agreement are not prejudiced.

ARTICLE VIII

1. The Contracting Parties encourage the prompt and
equitable settlement of any disputes arising from or in
relation to contracts between their respective firms,
companies and corporations, and trading organizations,
through friendly consultations, conciliation or other

mutually acceptable means.

2. If such disputes cannot be settled promptly by any
one of the above-mentioned means, the parties to the dispute
may have recourse to arbitration for settlement in accordance
with provisions specified in their contracts or ptho:
agreements to submit to arbitration. Such arbitration may
be conducted by an arbitration institution in the United States
of America, the People's Republic of China, or a third country.
The arbitration rules of procedure of ths relevant arbitration
institution are applicable, and the arbitration rules of the

United Nations Commission on International Trade Law

TIAS 9830
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reconmended by the United Nations, or other international
arbitration rules, may also be used where acceptable to the

parties to the dispute and to the arbitration institution.

3. Each Zontracting Party shall seek to ensure that
arbitration awards are -recognized and enforced by their
competent authorities where enforcement is sought, in

accordance with applicable laws and regulations.

ARTICLE IX

The provisions of this Agreement shall not limit the
right of either Contracting Party to take any action for the

protection of its security interests.

ARTICLE X

1. This Agreement shall come into force on the date on
which the Contracting Parties have exchanged notifications
that each has completed the legal procedures necessary for

this putpose.[l] and shall remain in force for three years.

2. This Agreement shall be extended for successive
terms of three years if neither Contracting Party notifies
the other of its intent to terminate this Agreement at least

thirty (30) days before the end of a term.

3. 1If either Contracting Party does not have domastic
legal authority to carry out its obligations under this
Agreement, either Contracting Party may suspend application
of this Agreement, or, with the agreement of the other

Contracting Party, any part of this Agreement. In that event,

‘ Feb. 1. 1980.
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the Parties will seek, to the fullest extent practicable in
accordance with domestic law, to minimize unfavorable effects

on existing trade relations between the two countries.

4. The Contracting Parties agree to consult at the
request of either Contracting Party to review the operation’
of this Agreement and other relevant aspects of the relations

between the two Parties.

In witness whereof, the authorized representatives of

the Contracting Parties have signed this Agreement.

+5

Done at Beijing in two original copies this }‘—'

day of July, 1979, in English and Chinese, both texts
being equally authentic.

FOR THE UNITED STATES FOR THE PEOPLE'S REPUBLIC
OP AMERICA OF CHINA

o] Wordoecle [1] /9[2]

' Leonard Woodcock.
*Li Qlang.
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PEOPLE'S REPUBLIC OF CHINA-UNITED STATES: ACCORD ON
INDUSTRIAL AND TECHNOLOGICAL COOPERATION*
[Done at Washington, January 12, 1984]

ACCORD ON INDUSTRIAL AND TECHNOLOGICAL COOPERATION
BETWEEN THE UNITED STATES OF AMERICA

AND THE PEOPLE'S REPUBLIC OF CHINA

-

The Government of the United States of America and the
Government of the People's Republic of China (herexnafter
referred to as the Parties):

Noting the development of economic and trade relations
between the two countries;

Taking into account the characteristics and economic
potential of the two countries and their respective levels
of economic development;

Convinced of the desirability of promoting industrial and
technological cooperation between the two countries on the
basis of equality and mutual benefit;

Subject to and in implementation of the Agreement on Trade
Relations between the United States of America and the
People's Republic of China;

For the purpose of enhancing the friendship between the two
peoples and further developing industrial and technological
cooperation between the two countries;

Have agreed as follows:
Article I

l. The Parties shall take all appropriate steps to create
favorable conditions for strengthening industrial and
technological cooperation between the two countries in order
to strive for a balance in their economic interests and the
attainment of the harmonious development of such cooperation.

2. Such steps may include consultations to help identify
and study proposals for industrial and technological
cooperation projects, facilitation of contacts between
potential participants in industrial and technological

* [Reproduced from the text provided by Daniel D. Stein, I.L.M.

Corresponding Editor for China.

[The Accord entered into force upon signature and shall remain
in force until January 31, 1986, in accordance with Article VII.

{On January 12, 1984, China and the United States also agreed
to extend their bilateral agreement on cooperation in science and
technology for another 5 years. That agreement, done at Washington,
January 31, 1979, appears at 18 I.L.M. 350-61 (1979).]
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cooperation projects, assistance in arranging feasibility
studies for industrial and technological cooperation
projects and such other forms of cooperation as-are mutually

agreeable.

3. All activities under this Accord shall be subject to the
respectlve applicable laws and regulations of the two
countries.

Article I1I

1. 1Industrial and technological cooperation under this
Accord shall be based on contracts or other arrarngements
between firms, companies and economic organizations of the
two countries, in accordance with the respective applicable
laws and regulations of the two countries.

2. The Parties recognize the importance of technology
transfer and trade in technology products to the development
of industrial and technological cooperation between the two
countries. Accordingly, the Parties shall endeavor, in
accordance with their respective laws and regulations, to
promote and facilitate technology transfer and trade in
technology products, so as to enhance the smooth conduct of
industrial and technological cooperation between the two

countries.

Article III

The Parties shall encourage industrial and technological
cooperation according to the needs and capabilities of the
two countries and on the basis of mutual benefit between
firms, companies and economic organizations of the two
countries. Such cooperation may include:

(1) construction of new industrial facilities and
expansion and modernization of existing facilities

in both countries;

(2) production, purchase, sale and leasing of machinery
and equipment and high technology products;

(3) purchase and sale of industrial and agricultural
materials and consumer goods;

(4) purchase, sale, license or commercial exchange of
intellectual property rights, technical information
or know-how, as well as provision of technical
services, including training and cxchange of
specialists and technicians;

(S) co-production and co-marketing, including
cooperation in using the technology and equipment
of the other Party 8o as to foster the mutual
expansion of the reciprocal trade between the two

countries; and
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(6) Jjoint ventures, provision of services and
construction works on a contractual basis, as well
as other forms of industrial and technological
Cooperation which may be mutually agreed between
firms, companies and economic organizations of the
two countries.

Article 1V

l. For the purpose of implementing this Accord, the United
States Government hereby nominates the Depar tment of
Commerce as its co-ordinating agency and the Chinese
Government hereby nominates the Ministry of Foreign Economic
Relations and Trade as its co-ordinating agency.

2. The U.S.-China Joint Commission on Commerce and Trade
shall place on the agenda of each session thereof industrial
and technological cooperation between the two countries so
as to review the implementation of this Accord, and make
such recommendations as may be appropriate in pursuit of the
objectives of this Accord.

3. The U.S.-China Joint Commission on Commerce and Trade
may, whenever the Parties deem it necessary, designate for a
special purpose an ad hoc working group to assist it in its
task. According to the needs of the specific task and by
mutual agreement of the Parties, such ad hoc working group
may include representatives of firms, companies and economic
organizations of the two countries.

Article Vv

l. Details of the activities undertaken by the Parties
under this Accord, including financial facilitation and
funding on as favorable terms and conditions as possible,
shall be decided by mutual agreement, on the basis of the
principles of the Agreement on Trade Relations between the
United States of America and the People‘'s Republic of China
and in accordance with their respective applicable laws and
regulations.

2. The Trade and Development Program of the U.S.
International Development Cooperation Agency shall consider
the funding of feasibility studies of industrial and
technological cooperation projects conducted under this

Accord.

Article VI
This Accord shall be interpreted so as not to interfere with

industrial and technological cooperation that might be
conducted outside the Accord.
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Article VII

This Accord shall enter into force upon signature and shall
remain in force until January 31, 1986. This Accord shall
be extended for successive terms of three years if neither
Party notifies the other of its intent to terminate this
Accord at least thirty days before the end of a term.

Done at Washington this [L th day of January, 1984 in
duplicate in the English and Chinese languages, both equally

authentic.

FOR THE GOVERNMENT OF THE FOR THE GOVERNMENT OF THE
UNITED STATES OF AMERICA PEOPLE'S REPUBLIC OF CHINA

Ress (Soge- W;»
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United States Department of State
reau of Economic and Business Affairs

Washington, D.C.

March 17,

The United States and China exchanged notes dated February 2,
1988 to establish a new bilateral textlle Agreement.

1988

'UNITED STATES AND CHINA SIGN NEW
BILATERAL TEXTILE AGREEMENT

notes follow:

UNITED STATES NOTE

February 2, 1988
Beijing, The People's
Republic of China

Excellency:

I have the honor to refer to the Arrangement Regarding
International Trade in Textiles (hereinafter referred to as
“the Arrangement") done at Geneva on December 20, 1973, and as
extended by the Protocol of July 31, 1986, and to dxscusazons
between the representatives of the Government of the United
States of America and the Government of the People's Republic
of China held in Beijing and Washington, D.C., concerning
exports to the United States of America of cottom, wool,
man-made fiber, vegetable fiber other than cotton, and silk
blend textiles and textile products manufactured in the
People's Republic of China. As a result of these discussions,
I have the honor to propose ou behalf of the Government of the
United States of America the following Agreement between the
Government of the United States of America and the Government
of the People's Republic of China relating to such trade in
textiles and textile products (hereinafter referred to as "the
Agreement").

Texts of the

. or more
information
contact:

EB/TEX: SUSAN SALEM (202) 647-2777
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The two Governments reaffirm their commitments under ‘.ie
Agreement on Trade Relations between the United States oi
America and the People's Republic of China as the basis of
their trade and economic relatioms.

Agreement Term

l. The term of this Agreement shall be the four-year period
from January 1, 1988 through December 31, 1991. Each
“Agreement Year" shall be a calendar year. This Agreement may
be extended by mutual coansent for a fifth year commencing on
January 1, 1992, subject to any modificacions which may be
agreed upon before the above-said date.

Coverage of Agreement and Classification by Fiber

2. (A) The textile and textile products covered by this
Agreement are those summarized in Annex A. The rates of
conversion into square yards equivalent listed in Annex A shall
apply in implementing the Agreement.

(B) For the purposes of this Agreement, the categories -
below are merged and treated as a single category, as
indicated, with the limits set out in Annex B:

Convers{on
Categories Merged Designation in Agreement Factors

300 and 301 300/301 4.6

338 and 339 338/339 7.2 .
347 and 348 347/348 ' 17.8

445 and 446 445 /446 14.88

638 and 639 638/639 15.5

645 and 646 645/646 : 36.8

317 and 326 317/326 1.0

3. (A) Tops, yarns, piece goods, made-up articles, garments,
and other textile manufactured products (being products which
derive their characteristics from their textile componeants) of -
cotton, wool, man-made fibers, or blends thereof, in which any
or all of these fibers in combination represent either the
chief value of the fibers or S50 percent or more by weight (or
17 percent or more by weight of wool) of the product, are
subject to this Agreement.

(1) Por purposes of this Agreement, textiles and
textile products shall be classified as cotton, wool, or
man-made fiber textiles if wholly or in chief value of any of
these fibers. '
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(2) Any product covered by subparagiauyn 3 (A) but not
in chief value of cottom, wool, or man-made fiber shall be
classified as: (i) Cotton textiles if containing S50 percent or
more by weight corton or if the cotton component exceeds by
weight the total wool and/or man-made fiber components; (ii)
Wool textiles if not cotton and the wool equals or exceeds 17
percent by weight of all component fibers; (iii) Man-made fiber
textiles if neither of the foregoing applies. )

(B) Tops, yarns, piece goods, made-up articles, garments
and other textile manufactured products, all being products
which derive their chief characteristics from their textile
components of cotton, wool, man-made fiber, silk blend, or
vegetable fiber other than cotton, or blends thereof, in which
(i) the chief value is silk and/or vegetable fiber other than
cotton or (ii) 50 percent or more by weight is silk blend or
vegetable fiber other tham cotton, or (iii) 50 percent or more
by weight is a blend of silk, vegetable fiber other than
cotton, cotton, man-made fiber, or wool, are subject to this
Agreement.

(1) For the purposes of this Agreement, such products
shall be classified as silk blend and other vegetable fiber.
Notwithstanding the above, garments that contain 70 percent or
wore silk by weight, unless they also contain 17 percent or
more wool by weight, and products other than garments that
contain 85 percent or more silk by weight are not subject to
_this Agreement.

(C) For the purposes of the application of subparagraphs 3
(A) and (B) above, a product shall first be considered under
the provisions of subparagraph (A) and only in the event of
subparagraph (A) not applying shall it then be considered under
subparagraph (B).

4. However, upon adoption of the Harmonized Commodity Code by
the United States of America, coverage and classification under
this Agreement shall be determined as follows:

(A) Tops, yarns, piece goods, made-up articles, garments,
and other textile manufactured products (being products which
derive their chief characteristics from their textile
components) of cotton, wool, man-made fibers, silk blends,
non-cotton vegetable fibers, or blends thereof, in which any or
all of these fibers in combination represent the chief weight
of the product, are subject to this Agreement. Coverage
pursuant to this paragraph is subject to subparagraph (C) below.
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(B) For the purposes of this Agreement, textile ..oducts
covered by sub-paragraph (A) above shall be classified as:

(1) Man-made fiber textiles, if the product is in
chief weight of man-made fibers, unless:

(a) the product is knitted or crocheted apparel
in which wool equals or exceeds 23 percent by weight of all
fibers, in which case the product will be a wool textile; or

(b) the product is apparel, not knitted or
crocheted, in which wool equals or exceeds 36 percent by weight
of all fibers, im which case the product will be a wool textile;

(e¢) the product is a woven fabric in which wool
equals or exceeds 36 percent by weight of all fibers, in which
case the product will be a wool textile.

(2) Cotton textiles, if not covered by (1) and if the
product is in chief weight of cotton, unless the product is a
woven fabric in which wool equals or exceeds 36 percent by

weight of all fibers, in which case the product will be a wool
textile.

(3) Wool :excxles, if neither of the foregoing
applies, and the product is in chief weight of vool.

(4) Silk blend or non-cotton vegetable fiber textiles,

if none of the foregoing applies and the product is in chief
weight of silk or non-cotton vegetable fiber, unless:

(a) cotton with wool and/or man-made fibers in
the aggregate equal or exceed 50 perceant by weight of the
component fibers thereof and the cotton component equals or
exceeds the weight of each of the total wool and/or man-made
fiber components, in which case the product will be a cotton
textile.

(b) if not covered by (4)(a) and wool exceeds 17
percent by weight of all component fibers, in which case the
product will be considered a wool textile.

(c) if oot covered by (4)(a) or (b) and man-made
fibers in combination with cotton and/or wool in the aggregate
equal or exceed 50 percent by weight of the component fibers
thereof and the man-made fiber component exceeds the weight of
the total wool and/or total cotton component, in which case the
product will be considered a man-made fiber textile.
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(C) Notwithstanding the above, garments which contain 70
percent or more by weight silk (unless they also contain ove.
17 percent by weight wool), and products other than garments
which contain 85 percent or more by weight silk, are not
subject to this Agreement. Silk blend and non-cotton vegetable
. fiber sweaters, as determined above, shall be divided into
“silk blend" sweaters and "non-cotton vegetable fibers'
sweaters. For the purposes of this provision sweaters shall be
classified as "silk blend" if the silk component exceeds by
weight the non-cotton vegetable fiber component (if any).
Sweaters not classified as "silk blend" sweaters in accordance
with the foregoing shall be classified as "non-cotton vegetable
fiber'" sweaters. Garments containing 70 percent or more by
weight silk and over 17 percent by weight wool shall be
classified as wool textiles, under subparagraph (B)(4)(b).

(D) Coverage under this paragraph is intended to be
identical with the terms of the Arrangement and in conformance
with the July 31, 1986, Protocol of Extension. In the event of
a question regarding whether a product is covered by this
Agreement by virtue of being chief weight of cottonm, wool,
man-made fiber, silk blend, or non-cotton vegetable fiber, the
chief value of the fibers may be considered.

Structure and Limits of Agreement

S. Textile and textile products covered by this Agreement
shall be subject to the Group Limit and Specific Limits set out
in Annex B. The Groups included in this Agreement are as
follows: ‘

Group I: Specific limits, and Categories 611, 606-A; and 369-S.

Group II: .Cotton, wool, and man-made fiber apparel not subject
to specific limits in Group I.

Group 1II: Cottom, wool, and man-made fiber non—-apparel not
subject to specific limits in Group I.

Group IV: New MFA fiber apparel not subject to specific limits
in Group I.

6. Commencing with the first Agreement Year, and during the
subsequent years of this Agreement, the Government of the
People's Republic of China shall limit annual exports to the
United States of America of its cotton, wool, man-made fiber,
other vegetable fiber, and silk blend textiles and textile
products to the Group Limit and Specific Limits. set out in Annex
B, as such limits may be ad justed in accordance with paragraphs
7 and 8. The limits in Annex B include annual growth. Subject
to paragraph 11, exports shall be charged to the limits for the
year in which exported. The limits set out in Aanex B do not
include any of the ad justments permitted under paragraphs 7 and
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Flexibility Adjustments
Swing

7.. (A) During any Agreement Year, the Group II, III and IV
Limits set out in Annex B, may be exceeded by not more than
five (5) percent of their respective square yard equivalent
(SYE) total, provided that the amount of the increase is
compensated by equivalent SYE decreases in the Group II or III
Limits or in Specific Limits in Group I for that Agreement Year.

(1) No Group Limit may be decreased pursuant to
subparagraph 7 (A) to a level which is below the level of
exports charged against that Group Limit for that Agreement
Year.

(B) During any Agreement Year, any Specific Limit, within
Group I, may be exceeded by not more than five (S5) percent (7
percent in the case of restraint limits established pursuant to
paragraph 9), provided that the amount of the increase is
compensated by an equivalent SYE decrease in another Specific
Limit(s) or in the Group II or III Limits, but only one-fifth
of the five (5) percent may be from the Group II or III Limit.

(1) "However, the ad;ustmeu:s provided under
subparagraph 7 (B) are not available to or from Categories 315

or 845, except that swing shall be available fron Category 845
to 846.

(2) In addition, special swing of ten (10) percent
shall be available between categories 341 and 641 and between
342 and 642; and between categories 340 and 640 upon resolution
of the 640 yarn-dyed sub-limit.

(C) When informing the United States of ad justments under
the provisions of this paragraph, the Government of the
People's Republic of China shall indicate the Group Limit and
the Specific Limits to be increased and those to be decreased
by commensurate quantities in square yards equivalent.

Carryover and Carryforward

8. (A) In any Agreement Year, the Group Limit or any Specific
Limit may exceed the levels set out in Annex B by allocating to
such Group Limit or Specific Limit for that Agreement Year an
unused portion of the corresponding Group or Specific Limit for
the previous Agreement Year (“carryover") or a portion of the
corresponding Group or Specific Limit for the succeeding
Agreement Year ("carryforward"), subject to the following
conditions:
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(1) Group Limits

(a) Carryover may be utilized as available up to
three (3) percent of the receiving Agreement Year"s Group II or
III Limit and five (5) percent of the receiving Agreement
Year's Group IV limit;

(b).Carryforward may be utilized up to two (2)
percent of the receiving Agreement Year's Group II or III
Limit, and three (3) percent in the case of Group IV, and shall
be charged against the immediately following Agreement Year's
corresponding Group Limit; no carryforward shall be available
in the final Agreement Year; and no carryforward shall be
available for Groups II and III in the first Agreement Year.

(¢) The combination of carryover and carryforward
applicable to a Group II and III Limit shall not exceed three
(3) percent of the receiving Agreement Year's applicable limit
in any Agreement Year and the combination of carryover and
carryforward applicable to Group IV shall not exceed five (5)
percent of the receiving Agreement Year's applicable limit in
any Agreement Year. For purposes of applying carryover to the
1989 Agreement Year, the levels for Groups II and III in 1988
are 116,000,000 SYE and 315,000,000 SYE, respectively.

(2) Specific Limits

(a) Carryover may be utilized as available up to
two (2) percent of the receiving Agreement Year's Specific
Limit, to the extent that there is sufficient shortfall (as
defined in sub-paragraph 8(B)) available in the donor Specific
Limit and within the Group Limit covetxng the donor Specific
Limit; no carryover shall be available in the First Agteenent
Year;

(b) Carryforward may be utilized up to three (3)
percent of the receiving Agreement Year's applicable Specific
Limit and shall be charged against the immediately following
Agreement Year's corresponding Specific Limit. However, in
1988, an additional carryforvard of two (2) percent shall be
available. No carryforward shall be available in the final
Agreement Year;

(¢) The combination of carryover and carryforward
applxcable to a Specific Limit shall not exceed three (3)
percent of the receiving Agreement Year's
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applicable limit in any Agreement Year; except in 1988 the
combination of carryover and carryforward applicable to a
Specific Limit shall not exceed five (5) percent of ‘the
receiving Agreement Year's applicable limit.

(d) In any Agreement Year, following agreement in
consultations, exports may exceed by up to 10 percent any limit
set out in Annex B by allocating to such limit for that
Agreement Year unused portion of the corresponding limit for
the previous Agreement Year or a portion of the corresponding
limit for the succeeding year, subject to the following
conditions:

(1) Carryover may be utilized as available
up to 10 percent of the receiving Agreement Year's limits
provided;

(2) cCarryforward may be utilized up to five
(5) percent of the receiving Agreement Year's applicable limits
and shall be charged against the immediately following
Agreement Year's corresponding limits;

(3) The combination of carryover and
carryforward shall not exceed 10 percent of the receiving
Agreement Year's applicable limit in any Agreement Year;

. (4) Carryover of shortfall shall not be
applied to any limits until the Governments of the United
States of America and the People's Republic of China have
agreed upon the amounts of shortfall involved.

(B) For purposes of the Agreement, a shortfall occurs when
exports of textile or textile products of the People's Republic
of China to the United States of America during an Agreement
Year are below any Group Limit or Specific Limit as set out in
Annex B, (or, in the case of any limit decreased pursuant to
paragraph 7, vhen such exports are below the limit as so
decreased). In the Agreement Year following the shortfall,
such exports of products of the People's Republic of Chima to
the United States of America may be permitted to exceed the
applicable limits, subject to the conditions of subparagraph 8
(A), by carryover of the shortfalls in the following manner:

(1) Carryover shall not exceed the amount of shortfall
in the applicable limits;

(2) The shortfall shall be used in the Group Limit or
Specific Limit in which the shortfall occurred.
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(C) Adjustments made under this paragraph are in addition
to those permitted under Paragraph 7.

Consultation Mechanism

9. (A) In the event that the Government of the United States
of America believes that imports of textile and apparel’
products of the People's Republic of China listed in Annex-A to
this Agreement and not subject to Specific Limits under this
Agreement are, due to market disruption, threatening to impede
the orderly development of trade between the two couantries, the
Government of the United States of America may request
consultations with the Government of the People's Republic of
China with a view to easing or avoiding such market

disruption. The Government of the United States of America
shall provide the Government of the People's Republic of China,
at the time of the request, with a detailed factual statement
of reasons and justifications for its request for consultations
with current data vhich in the view of the Government of the
United States of America shows:

(1) the existence or threat of market disruption; and

(2) the role of products of the People's Republic of
China to that disruption. . .

(B) The Government of the People's Republic of China agrees
to consult with the Government of the United States of America
within 30 days of receipt of the request for consultatioms.
Both sides agree to make every effort to reach agreement on a
mutually satisfactory solution of the issue within 90 days of
the receipt of such request, unless extended by mutual
agreement.

(€) (1) Upon receipt of the request for consultations, and
for the period remaining in the Agreement Year in which the
request is made, the Government of the People's Republic of
China agrees to hold its shipments to the United States of
America of textiles or textile products in the category or
categories subject to these consultations to a level no greater
than 15 1/2 percent (six ‘percent for wool product categories)
above the amount entered, as reported in U.S. General Import
statistics, during the first 12 of the most recent 14 months
preceding the month in which the request for consultations was
made, prorated for the number of months remaining in the year.

(2) Where three or fewer months remain in an Agreement
Year at the time of the request for consultations, upon receipt
of the request for consultations, the Government of the
People's Republic of China agrees to hold its shipments to the
-United States of America of textiles or textile products in the
category or categories subject to these consultations for the
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remaining months of the Agreement Year pius the subsequent
Agreement Year to'a level no greater than 15 1/2 percent (6
percent for wool product categories) above the amount entered,
as reported in U.S: General Import statistics, during the first
12 of the most recent l4 months preceding the month in which
the request -for comsultations was made, prorated for the

remaining months of the Agreement Year plus the subsequent
Agreement Year.

(D) If no mutually satisfactory solution is reached during
the 90-day comsultatiou period, consultations shall continue
and the Government of the United States of America may continue
the limits for textiles or textile products in the category or
categories subject to these consultations for the duration of
the Agreement.

(E) (1) The first term of any restraint limit established
under the preceding sub-paragraph will be effective for the
period beginning on the date of the request for consultations
and ending on the last day of the Agreement Year in which the
restraint limit was established, or where three or fewer months
remained in the Agreement Year at the time of the request for
consultations, for the period ending on the last day of the
subsequent Agreement Year.

(2) For each remaining Agreement Year "any restraint -
limit established under this provision will be increased by 2.5
percent annual growth per year in the case of cotton and
man-made fiber, by 6 percent in the case of vegetable fibers
other than cotton, and silk btlend product categories, and one
percent in the case of wool product categories. The subsequent
restraint limits shall have any available swing, carryover or
carryforward as is provided for Specific Limits under
paragraphs 7 and 8 of this Agreement, but only within the Group
in which the restraint limit is established. -Carryover will
not be available in the first of the remaining Agreement Years.

Spacing Provision

10. The Government of the People's Republic of China shall use
its best efforts to space exports of its products to the United
States of America within each category evenly throughout each
Agreement Year, taking into consideration normal seasonal
factors.

Cooperation in Implementation
of the Limitation Provisions

11. (A) Each Government shall employ its best efforts to ensure

that the limits established under this Agreement are not
exceeded. Calculations will be based upon date of export from
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the People's Republic of China. Neither Government shall act
to restrain trade in 'textile products covered by this Agreement
except in accordance with the terms of the Agreement.

(B) Exports of products of the People's Republic of China
in excess of any authorized limits in any Agreement Year or
period may be denied entry into the United States of America.
Any such shipments denied entry may be permitted entry into the
United States of America and charged to the applicable limit in
the succeeding period or Agreement Year. The United States of
America will supply to the People's Republic of China each
month a list of charges by category and quantity.

(C) Exports of products of the People's Republic of China
in excess of authorized limits in any Agreement Year or period
will, if allowed entry into the United States of America during
that year or period, be charged to the applicable limit in the
succeeding Agreement Year or period.

(D) Any action taken pursuant to subparagraphs (B) and (C)
will not prejudice the rights of either side regarding
consultations.

Exchange of Data

12. The Government of the United States of America shall
promptly supply the Government of the People's Republic of
China with monthly data on imports of textiles and textile
products of China and the Government of the People's Republic
of China shall promptly supply the Government of the United
States of America with quarterly data on exports of China's
textiles to the United States for which limits have been
established. Each Government agrees to supply promptly any
other pertinent and readily available statistical data
requested by the other Government.

13. Annual technical consultations shall be held to discuss
administrative matters in the implementation of this Agreement
including a review of each Government's trade statistics for
the previous Agreement Year. ‘

Customs Cooperation
14. The Government of the United States of America and the

Government of the People's Republic of China shall cooperate to
prevent circumvention of the Agreement.
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Visa System

15. (A) The visa sysfem established for exports to the United
States of America of cotton, wool and man-made fiber, other
vegetable fibers, and silk blend textiles and textile products
of the People's Republic of China effective July .25, 1980, as
amended, will remain in force. Visas issued in a particular
Agreement Year shall be valid only for textiles and textile,
products exported during that Agreement Year.

(B) The parties recognize that under the Agreement the
purchase of textiles and textile products to be delivered
subject to the restrictions under the Agreement implies that
the delivery of goods will be accompanied by a valid visa.

Commercial Samples and Personal Shipments

16. Properly marked commercial samples, valued at $250 or
less, and items for the persomnal use of the importer and not
for resale, need not be accompanied by an export visa and shall
not be subject to the limits established under this Agreement.

Harmonized Commodity Code

17. Both parties recognize that adoption by the United States
of America of the Harmonized Commodity Code will result in some
changes in the U.S. categorization of textile products covered
by this Agreement. Those levels included in Annex B which are
affected by the new category system and the U.S. implementation
of the Harmonized System are provisional levels based upon ,
preliminary analysis by the Government of the United States of
America in order to facilitate trade pending agreement through
consultation between the Government of the People's Republic of
China and the Government of the United States of America by -
June 30, 1988. Such consultations shall be solely for the
purpose of facilitating trade by making appropriate adjustments
to ensure that the conversion is trade neutral and does not
diminish overall trade with the People's Republic of China. 1In
the absence of a solution, each party reserves its rights under
the Arrangement.

Equity

18. If the Covernment of the People's Republic of China
considers that, as a result of a limitatioa specified in this
Agreement, the People's Republic of China is being placed in an
inequitable position vis-a-vis a third country or party, the
Government of the People's Republic of China may request
consultations with the Government of the United States of
America with a view to taking appropriate remedial action
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such as reasonable modification of this Agreement and the

Government of the United States of America shall agree to hold
such consultatioms. -

Consultation on Implementation Questioms

19. The Government of the United States of America and the
Government of the People's Republic of China agree to comsalt
upon the request of the other on any question arising in the
implementation of this Agreement.

20. Mutually satisfactory administrative arrangements or

ad justments may be made to resolve minor problems arising in
the implementation of this Agreement, including differences in
points of procedure or operation.

Reservation of Rights

2l. The Government of the United States of America and the
Government of the People's Republic of China reserve their

rights with respect to textiles and textile products not
subject to this Agreement. ,

22. The Government of the United States of America and the
Government of the People's Republic of China will comsult to
determine whether certain textile products produced in the
People's Republic of China are traditional folklore handicrafts
under- the terms of the Arrangement.

Right to Terminate the Agreement

23. Either Government may terminate the Agreement effective at
the end of any Agreement Year by written notice to the other
Government to be given at least 90 days prior to the end of
such Agreement Year. Either Government may at any time propose
revisions in the terms of the Agreement.

If the foregoing conforms with the understanding of the
Government of the Reople's Republic of China, this note and
your note of confirmation on behalf of the Government of the
People's Republic of China shall constitute an Agreement
between our two Governments.

Accept, Sir, the renewed assurances of my highest
consideration.

Clay
United State

n Yeutte
Trade Representative
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Annex A(1l)
New Category System and Conversion Factors

Category Description Conversion Factor Unit
’ " to square yards

Yarn
200 Sewing Thread and Yarns,
Put up for Retail Sale 3.6 Lb
201 Other Yarns 3.5 Lb
300 Carded Yarns 4.6 Lb
301 Combed Yarns 4.6 Lb
400 Wool Yarn 2.0 Lb
600 Textured Filament Yarns 3.5 Lb
603 Staple Artificial Yarn 3.4 Lb
604 Staple Synthetic Yarm 4.1 Lb
606 Non-Textured Filament 10.9 Lb
607 Staple Yarn 3.5 Lb
800 .Yarn, Thread 4.6 Lb
Fabric
218 Yarns of Different Colors 1.0 Syd
219 Duck ' 1.0 Syd
- 220 Fabric of Special Weave - 1.0 Syd
222 Knit Fabric 6.7 Lb
223 Non-Woven Fabrics 7.6 Lb
224 Pile and Tufted Fabrics 1.0 Syd
225 Denim 1.0 Syd
226 Cheesecloth, Batistes, etc. 1.0 Syd
227 Oxford Cloth 1.0 Syd
229 Special Purpose Fabric 7.4 Lb
313 Sheeting 1.0 Syd
314 Poplin and Broadecloth 1.0 Syd
315 Printcloth 1.0 Syd
317 Twills 1.0 Syd
326 Sateens 1.0 Syd
410 Woven Fabrics Containing
36 percent or More By
Weight Wool 1.0 Syd
414 Other Wool Fabrics 1.5 Lb
611 Staple Artificial Fabric,
by weight, 85 percent
or more 1.0 Syd -
613 Sheeting 1.0 Syd
614 Poplin and Broadcloth 1.0 Syd
615 Priateloth 1.0 Syd
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617
618

619 -

620
621
622
626

625
626
627
628
629
810

239

330
331
332
333
334
335
336
337
338
339

340
341

342
345
347

348
349

350
351
352
353
354

- 15 -

Twills and Sateens
Cellulosic Filament

Non-Cellulosic Filament, Poly
Other Non-Cellulosic Filament

Impression
Filament Glass Fiber

Man-made Fiber Fabric, woven,
containing more than 15 percent

but less than 36X Wool

Staple/Filament Combinationms:

Poplin and Broadcloth
Printcloth

Sheeting
Twills and Sateens
Other MMF

Fabrics

Apparel

Cotton and Man-made
Infants' Wear

Handkerchiefs

Gloves and Mittens

Hosiery

M and B Suit-type Coats

Other M and B Coats

W and G coats

Dresses

Playsuits, sunsuits, etc.

M and B knit Shirts

W and G Knit Shirts and
Blouses .

M and B Shirts, Not Knit

W and G Knit Shirts and
Blouses, Not Knit

Skirts

Sweaters

M and B Trousers, Slacks,

and Shorts

W and G Trousers, Slacks,

and Shorts

Brassieres and Body

Supporting Garments

Dressing Gowns, etc.

Nightwear and Pajamas

Underwear

M and B Down-Filled Coats

W and G Down-Filled Coats

A-168
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Syd
Syd
Syd
Syd
Lb

Syd

Syd

Syd
Syd
Syd
Syd
Syd
Syd

Lb

Doz
Dpr
Dpr
Doz
Doz
Doz
Doz
Doz
Doz

Doz
Doz

Doz
Doz
Doz

Doz

Doz
Doz

Doz
Doz
Doz
Doz
Doz
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355
’

432

433

434
435
436
438
440
442
443
444
445
446
447

448

459
630
631
632
633
634
635
636
637
638
639

640
641

642
643
644
645
646
647

648
649

650
651
652
653
654
659

- 16 -

Other Cotton Apparel
GLoves and Mittens
Hosiery

M and B Suit-type Coats
Other M and B Coats

"W and G Coats

Dresses

Knit Shirts and Blouses

Shirts and Blouses, Not Kanit

Skirts

and B Suits

and G Suits

and B Sweaters

and G Sweaters

and B Trousers, Slacks and

Shorts

and G Trousers, Slacks,

and Shorts

Other wool Apparel

Handkerchiefs

Gloves and Mittens

Hosiery

M and B Suit-type Coats

Other M and B Coats

W and G Coats

Dresses

Playsuits, sunsuits, etc.

M and B Knit Shirts

W and G Knit Shirts and.

Blouses

and B Shirts, Not Knit *

and G Shirts and Blouses,

Not Knit

irts

and B Suits

and G Suits

and B Sweaters

and G Sweaters

and B Trousers, Slacks,

and Shorts

and G Trousers, Slacks,

and Shorts

Brassieres and Body
Supporting Garments

Dressing Gowns, Etc.

Nightwear and Pajamas

Underwear

M and B Down-Filled Coats

W and G Down-Filled Coats

Other Man-made Fiber Apparel

XX
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Dpr
Dpr
Doz
Doz
Doz
Doz
Doz
Doz
Doz
Nos
Nos
Doz
Doz

Doz

Doz
Lb

Doz
Dpr
Dpr
Doz
Doz
Doz

‘Doz

Doz
Doz

Doz
Doz

Doz
Doz
Nos
Nos
Doz
Doz

Doz

Doz
Doz
Doz
Doz
Doz
Doz

Lb
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Sy
.32
33

834

835
836
838
840
842
843
844
845

846
847
850
851
852
858
859

360
361
362
363

369 .

464
465
469
665
666
669

670
863
870
871

899

. -_\17.—

Gloves and Mittens

Hosiery

M and B Suit-type Coats

Other M and B Coats and
Jackets

W and G Coats and Jackets

‘Dresses

Knit Shirts, Blouses and Tops

Woven Shirts and Blouses

Skirts

M and B Suits

W and G Suits

Sweaters of Other
Vegetable Fiber

Sweaters of Silk Blend

Trousers, Slacks, and Shorts

Robes and Dressing Gowns

Nightwear and Pajamas

Underwvear

Neckwear

Octher Apparel
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Made-Up and Miscellaneous Textiles

Pillowcases

Sheets

Bedspread and Quilcts

Terry and Other Pile
Towels

Cotton Manufactures,
not specified [nspf]

Blankets

Floor Coverings

Wool Manufactures, nspf

Floor Coverings

Other Furnishings

Man-made Fiber

Manufactures, aspf

Flat Goods, Handbags,
Luggage

Towels

Luggage

Handbags and flat
goods

Other silk blend and
other vegetable fiber
manufactures
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.. Annex A(2)
Harmonized Commodity Code Listings
(To enter into effect on notification by the United States
of America that it has adopted the Harmonized Commodity Code.)

Category Description Conversion Factor Unit
to square meters

Yarn

200 Sewing thread and yarns,

put up for retail sale 6.6 Kg
201 Octher yarns 6.5 Kg
300 Carded yarms 8.5 Kg
301 Combed yarns 8.5 Kg
400 Wool yarm 3.7 Kg
600 Textured filament yarns 6.5 Kg
603 Staple artificial yarn 6.3 Kg
604 Staple synthetic yarn 7.6 Kg
606 Non-textured filament 20.1 Kg
607 Staple yarn 6.5 Kg
800 Yarn, thread 8.5 Kg

Fabric

218 Yarns of different colors 1.0 M2
219 Duck 1.0 M2
220 Fabric of special weave 1.0 M2
222 Knit fabric 12.3 Kg
223 Non-woven fabrics 14.0 Kg
224 Pile and tufted fabrics 1.0 M2
225 Denim 1.0 M2
226 Cheesecloth, batistes, etc. 1.0 M2
227 Oxford cloth 1.0 M2
229 Special purpose fabric 13.6 Kg
313 Sheeting 1.0 M2
314 Poplin and broadcloth 1.0 M2
315 Printcloth 1.0 M2
317 Twills 1.0 M2
326 Sateens 1.0 M2
410 Woven fabrics containing

36 percent or more by

weight wool 1.0 M2
414 Other wool fabrics 2.8 Kg
611 Staple artificial fabric, by

weight, 85 percent or more 1.0 M2
613 Sheeting 1.0 M2
614 Poplin and broadcloth 1.0 M2
615 Printcloch ) 1.0 M2
617 Twills and sateens 1.0 M2
618 Cellulosic filament 1.0 M2
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519
620
621
622
624

625
626
627
628
629
810

239
330
331
332
333
334
335
336

337

338
339
340
341

342

345
347
348
349

350
- 351
352
353
354
359
431
432
433
434
435
436
438
439
440
442

- 19 -

Non-cellulosic filament, poly 1
Other non-cellulosic filament 1
Impression 14
Filament glass fiber 1
Man-made fiber fabric, woven,
containing more than 15 percent
but less than 36 percent wool 1.0
Poplin and broadcloth 1.0
Printcloth 1.0
Sheeting 1.0
Twills and sateens 1.0
Other MMF 1.0
Fabric 1.0

Apparel

Infants wear

Handkerchiefs

Gloves and mittens

Hoisery

M and B suit-type coats

Other M and B coats

W and G coats

Dresses .

Playsuits, sunsuits, etc.

M and B knit shirts

W and G knit shirts & blouses

M and B shirts, not knit

W & G shirts & blouses, not knit

Skirts

Sweaters

M & B trousers, slacks & shorts

W & G trousers, slacks & shorts

Brassieres and body supporting
garments

Dressing gowns, etc.

Nightwear and pajamas

Underwvear

M and B down-filled coats

W and G down-filled coats

Other cotton apparel

Gloves and mittens

Hosiery .

M and B suit-type coats

Other M and B coats

W and G coats

Dresses

Knit shirts and blouses

Infants' wear

Shirts and blouses, not knit

Skirts
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M2

M2
M2

Kg

doz
dpr
dpr
doz
doz
doz
doz
doz
doz
doz
doz
doz
doz
doz

doz

doz

doz
doz
doz
doz
doz
doz
Kg

dpr
dpr
doz
doz
doz
doz
doz
Kg

doz
doz
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443 M and B suit- 3.76 nos
444 W and G sux:.. 3.76 nos
445 M and B -sweaters 12.4° doz
446 W and G sweaters 12.4 doz
447 M & B trousers, slacks & shorts 15.0 doz
448 W & G trousers, slacks & shorts 15.0 doz
459 Other wool apparel 3.7 Kg
630 Handkerchiefs 1.4 doz .
631 Gloves and mittens 2.9 dpr
632 Hosiery 3.8 dpr
633 M and B suit-type coats 30.3 doz
634 Other M and B coats 34.5 doz
635 W and G coats 34.5 doz
636 Dresses 37.9 doz
637 Playsuits, sunsuits, etc. 17.8 doz
638 M and B knit shirts 12.96 doz
639 W and G knit shirts and blouses 12.96 doz
640 M and B shirts, not knit 20.1 doz
641 W and G shirts and blouses,

not knit : 12.1 doz
642 Skirts 14.9 doz
643 M and B suits 3.76 nos
644 W and G suits 3.76 nos
645 M and B sweaters - 30.8 doz
646 W and G sweaters 30.8 doz
647 M & B trousers, slacks & shorts 14.9 “doz
648 W & G trousers, slacks & shorts 14.9 doz
649 Brassieres and body supporting

garments ' ) 4.0 doz
650 Dressing gowns, etc. 42.6 doz
651 Nightwear and pajamas 63.5 doz
652 Underwvear 13.4 doz
653 M and B down-filled coats 3.5 doz
654 W and G Down-filled coats 3.5 doz
659 Other Man-made fiber apparel 14.4 Kg
831 Gloves and mittens 2.9 dpr
832 Hosiery 3.8 dpr
833 M and B suit-ctype coats 30.3 doz
834 Other M and B coats and jackets 34.5 doz -
835 W and G coats and jackets 3.5 doz
836 Dfesses . 37.9 doz
838 Knit Shirts, blouses and tops 11.7 doz
839 Infants' wear 6.3 Kg
840 Not knit shirts and blouses 16.7 doz
842 Skirts 14.9 doz
843 M and B suits 3.76 nos
844 W and G suits 3.76 nos
845 Sweaters of vegetable fiber 30.8 doz
846 Sweaters of silk blend 30.8 doz
847 Trousers, slacks, and shorts 14.9 doz

- 850 -Robes and dressing gowns 42.6 doz
A-173
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851
852

858

859

360
361
362
363
369

464
465
469
665
666
669

670
863
870
871
899

- =21 -

Nightwear and -pajamas 43,
Underwear” - 11.
Neckwear 6.
Other apparel 12.

Made-up and Miscellaneous Textiles

Pillowcases

Sheets

Bedspread and quilts

Terry and other pile towels
Cotton manufactures,

owvwwno
.
£ 00190

not specified [nspf] 8.5
Blankets 2.4
Floor Coverings 1.0
Wool manufactures, nspf 3.7
Floor coverings 1.0
Other furnishings 14.4
Man-made fiber

manufactures, nspf 146.4
Flat goods, handbags, luggage 3.7
Towels 0.4
Luggage 3.7
Handbags and Flatgoods . 3.7
Other made-ups 11.1
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Group I

Specific Limits

Category Unit 1988

Limit

200 1bs 1,120,000
218 syd 10,444,000
219 syd 2,214,500
226 syd 9,185,193

300/301 1bs 7,000,000
239 1bs 3,780,000
313 syd 51,432,610
314 syd 28,888,847
315 syd 177,250,000

317/326 syd 18,163,282
326 syd 3,500,000
331 dpr 4,070,893
333 doz 67,000
334 doz 243,700
335 doz 325,000
336 doz 130,000
337 doz 1,059,000

338/339 doz 1,976,000

338-5/339-S doz 1,500,000
340 doz 718,000

(Y-dyed ex.flannel) 359,000

341 doz 560,000
341-Y doz 336,000
342 doz 222,000
345 doz 105,000
347/348 doz 2,066,000
350 doz 114,000
351 doz 370,000
352 doz 1,431,000
359-C 1lbs 920,000
359-D 1bs 1,270,000
359-V 1bs 1,490,000
360 nos 5,834,950
360-P nos 3,980,000
361 nos 3,216,000
363 nos 24,500,000
369-D 1bs 8,600,000
369-H lbs 8,500,000

-22 -.

Annex Q

1,164,800
10,736,432
2,280,935
9,460,749
7,175,000
3,893,400
52,872,723
29,755,512

179,500,000

18,889,813
3,640,000
4,193,020

70,350
253,448
333,775
133,900

1,111,950
2,045,160
1,552,500
734,514
367,257
575,680
345,408
227,550
109,200
2,127,980
119,700
388,500
1,495,395
964,160
1,308,100
1,534,700
6,009,999
4,099,400
3,328,560

25,357,500
8,772,000
8,729,500

A-175

1990
Limit

1,211,392
11,037,052
2,349,363
9,744,571
7,354,375
4,010,202
54,353,159
30,648,178

182,500,000

19,645,406
3,785,600
4,318,810

73,868
263,586
342,787
137,917

1,167,548
2,116,741
1,606,837
751,408
375,704
591,799
355,079
233,239
113,568
2,191,819
125,685
407,925
1,562,688
1,010,440
1,347,343
1,580,741
6,190,298
4,222,382
3,445,060

26,245,013
8,947,440
8,965,197

1991

1,259,848
11,346,090
2,419,844
10,036,908
7,538,234
4,130,508
55,875,048
31,567,623

186,250,000

20,431,222
3,937,024
4,448,375

77,561
274,129
352,042
142,055

1,225,925
2,190,827
1,663,077
"768,690
384,345
608,369
365,022
239,070
118,111
2,257,574
131,969
428,321
1,633,009
1,058,941
1,387,763
1,628,163
6,376,007
4,349,053
3,565,637

27,163,588
9,126,389
9,207,257
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369-L
410
410-A%
410-B#
433
434
435
436
438
440
440-M
442
443
L4b
445/446
447
448
607
613
614
615
617
631
634
635
636
637
638/639
640
640-Y
661
642
645/646
647
648
649
650
651
651-B
652
659=C
659-H
659-S
659-S
669-P
670-L

lbs 5,000,000 , 230,000
syd 2,185,000 +,206,850
syd_ 1,751,512 1,769,027
syd 1,751,512 1,769,027
doz : 21,500 21,715
doz 12,250 12,373
doz 22,500 22,725
doz 14,000 14,140
doz 24,500 24,745
doz 35,000 35,350
doz 20,000 20,200
doz 39,000 39,390
nos 126,000 127,260
nos 187,320 189,193
doz 270,000 272,700
doz 72,745 73,472
doz 20,000 20,200
1bs 5,500,000 5,665,000
syd 7,000,000 7,210,000
syd 11,000,000 11,330,000
syd 21,000,000 21,630,000
syd 16,000,000 16,480,000
dpr 862,570 910,011
doz 471,000 487,485
doz 492,000 509,220
doz 400,000 420,800
doz 276,210 282,563
doz 2,100,000 2,142,000
doz 1,240,000 1,274,720
(1987 ctrade level)
doz 1,053,000 1,095,120
doz 260,000 266,500
doz 722,000 740,050
doz 1,069,919 1,112,716
doz 1,035,081 1,071,309
doz 679,000 706,160
doz 90,464 92,997
doz 568,000 593,560
doz 100,000 104,500
doz 1,947,000 2,024,880
lbs 719,600 739,749
1bs 4,650,880 4,836,915
1lbs 1,076,250 1,103,156
doz 410,782 421,052
lbs 2,970,000 3,148,200
lbs 26,000,000 27,040,000
A-176

5,512,500
2,228,919
1,786,717
1,786,717
21,932
12,496
22,952
14,281
24,992
35,704
120,402
39,784
128,533
191,085
275,427
74,207
20,402
5,834,950
7,426,300

11,669,900
22,278,900
16,974,400

960,062
504,547
527,043
442,682
289,062
2,184,840
1,310,412

1,138,925
273,163

758,551

1,157,225
1,108,805
734,406
95,601
620,270
109,203
2,105,875
760,462
5,030,392
1,130,735
431,578
3,337,092

28,121,600

5,788,125
2,251,208
1,804,585
1,804,585
22,151
12,621
23,182
14,426
25,242
36,061
20,606
40,182
129,818
192,996
278,181
74,949
20,606
6,009,999
7,649,089

12,019,997
22,947,267
17,483,632

1,012,865
522,206
545,489
465,701
295,710

2,228,537

1,347,104

1,184,482
279,992
777,515

1,203,514

1,147,613
763,783

98,278
648,182
114,117

2,190,110
781,755

5,231,607

1,159,004
442,367

3,537,318

29,246,464
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831 dpr 379,965 395,544

833 doz 20,700 21,425
835 doz 95,000 98,895
840 doz - 369,555 384,707
842 doz . 207,000 214,245
845 doz 2,100,000 2,158,800
846 doz 140,000 144,200
847 doz 1,009,125 1,044,444

* Category 410-A is composed of woolens.
# Category 410-B is composed of worsted.

Group II

Cotton, Wool and

Man-Made Fiber Apparel

Not Subject to Specific Limits
in Group I.

1988 1989
Unit Limit Limit
SYE 121,800,000 122,380,000

Group III

Cotton, Wool and

Man-Made Fiber Non-Apparel
Not Subject To Specific Limits
in Group I.

1988 1989
Unit Limit - Limit
SYE 330,750,000 331,380,000

Group IV

New MFA Fiber Apparel

Not Subject to Specific Limits
in Group I.

1988 1989

Unit Limic Limit
SYE 24,000,000 25,440,000

A-177

411,761
22,174
102,950

400,480 .

221,744
2,219,246
148,526
1,081,000

1990
Limit

129,110,900

1990
Limit

348,611,760

1990
Limit

26,966,400

428,643
22,950
107,171
416,899

. 229,505
2,281,385
152,982
1,118,835

1991
Limit

136,212,000

1991
Limit

366,739,572

1991
Limit

28,584,384
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MOTE OF THE PEOPLL'S REPUBLIC OF CHINA

His Excellency.
Ambassador Clayton Yeutter
United States Trade Représentative

Excellency:

I was honored to receive Your Excellency's note of February
2, 1988. The contents of that note are as follows:

[Same as text of United States note]

On behalf of the Government of the People's Republic of
China, T am honored to confirm that the above articles conform
with the understanding of the Government of the People's
Republic of China, and agree that Your Excellency's note and
this note constitute an agreement between the Governments of
our two countries. '

I take this opportunity to renew to you assurances of my
highest consideration.

(Signed] Zheng Tuobin
Minister,
Ministry of Foreign Econonmic
Relations and Trade
People's Republic of China

[
February 2, 1988
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TREATIES AND OTHER INTERNATIONAL ACTS SERIES nnl0

GRAIN TRADE

Agrcement Between the

. UNITED STATES OF AMERICA
‘ and the ProrLe’s ReruBLIC
oF CniNa

Signed at Beijing October 22, 1980
with

Fxchanges of Letters
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NOTE BY THE DEPARTMENT OF STATE

Pursunnt to Public Law 89497, approved .

July 8, 1966 (80 Stat. 271; 1 U.S.C. 113)— PEOPLE’'S REPUBLIC OF CHINA
". . . the Treatles and Other International Acts .
Serles Issued under the authorlty of the Secretary of Grain Trade

State shall he competent evidence . . . of the (reaties,
internatlonnl agrecments other than treatles, and proc- "
lamations by the Presldent of such treatles and inter- Agreement signed at Beijing October 22, 1980;
natlonal agreements other than treatles, as the case Entered into force January 1, 1981.

may be, thereln contained, In all the courts of law With exchanges of letters.

and equity and of maritime jurlsdiction, and tn all the
tribunals and publlc offices of the United States, and
of tho several States, without any further proof or
authentlcation thereof.”

For sale by the Superintendent of Documents, U.S. Covernment Printing 3.3.2..4
Washington, D).C, 20402. Subscription Price: $110; $27.50 additional '
Jor foreign mailing. Single copies vary in price. This issue $2.00). Ta e "

e s re snnn
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AGREFMINT (N (RAIN TRAIE
BETWEIN
THE GOVILRVMINT OF TIE: INITED STATES OF AMERICA
AND
T GOVERNMENT OF THE PEOPLE'S REPUBLIC OF (HINA

The Government of the Whiited States of America and the Government
of the People's Republic of China;

Acting in the spirit of nro.goc_a Commmnique on the Establishment
of Diplomatic Relations between the Govemment of the Uhited States of
America and the Government of the People's Republic of China and the
Agreement on Trade Relations between the Government of the United States
of America and the Government of the People's Republic of China;

Recognizing the importance of agricultural trade between our two
nat ions;

Wishing to develop further agricultural trade relations between
both countries on the basis of the principle of equality and mutual
benefit;

Have agreed as follows:
ARTICIE 1

1. The Government of the United States of America agrees to the
supply, through normal private commercial organizations, for shipment
to the People's Republic of China during each 12 month period beginning

TIAS 9030

K]
January 1, 1981, except as otherwise provided for in Article 11, of &

total quantity of at least 6 to 8 million metric tons of United States

wheat and com, of which approximately 15 to 20 percent will be com.

2. The Government of the People's Republic of China agvees to
purchase for shipment during each 12-month period beginning January 1,
1981, except as otherwise provided for in Article 11, a total quantity
of at least 6 to 8 million metric tons of United States wheat and com,

of which approximately 15 to 20 percent will be com.

3. Purchases/sales of wheat and com under this agreement will be
made st market prices prevailing at the time of purchase/sale and in

accordance with normal commercial temms.
ARTICLE 11

1. The Govemment of the United States of America shall endcavor
to assure the svailability of wheat and com supplies through advance
planning of production and stockbuilding fully to meet the import re-
quirements of the People's Republic of China under the provisions of
this agreement. If by virtue of exceptional ciramstances necessitating
the application of measures limiting the availability of lhited States
wheat and com in respect to all foreign purchasers of Uhited States
grain, it becomes necessary in a particular year to supply less than
the quantities specified in Article I, there shall be prior consulta-

tions between the two parties as to the smount of such adjustment.

TIAS ™30
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4 .
Any such measure which shall be applied to the exports of United States
wheat and com to the People's Republic of China shall be carried out
"on & basis no less favorable than to such exports to other foreign pur-

chasers of United States grain.

2. If by virtue of exceptional circumstances making it impossible
for the People's Republic of China to accommodate available supplies
necessitating the reduction of minimum levels of normal imports from
all foreign suppliers it becomes necessary in a particular year to pur-
chase less than the quant m:.om specified in Article I, there shall be
prior consultations between the two parties as to the smount of such
adjustment. Any such reduction of imports of United States wheat and
com which shall be applied to imports from the United States shall be
carried out on a basis no less favorable than to imports from other

foreign suppliers.
ARTICLE 111

The United States of America expects to supply to the People’s
Republic of China and encourages the People's Republic of (hina to
meet increased import requirements by purchases of wheat and com from
the United States. Therefore, if during the period that the sgreement
is in force, the People's Republic of China intends to purchase quanti-
ties of United States wheat and com in excess of the 8 million metric
tons specified in Article I by move than 1 million metric tons, there
shall be vlo_,‘.:o:no to the Government of the United States of America.
The Government of the United States of America shall promptly inform

THAQ ann

)

the Government of the People's Republic of (hina of anv measures which
may affect the availability of supplies of lhited States wheat and
com for purchase by the People's Republic of (hina bevond @ million
metric tons. This provision has the general purpose of facilitating

the growth of trade through improving the availability of information.
ARTIQLE IV

Both sides shall seek to avoid excessive volatility in their grain
trade. To this end the Govermnment of the People's Republic of China
shall endeavor to space its purchases in the lhited States of America
to enable orderly market adjustment. At the same time the Govemment
of the United States of America shall seek to use its authorities to
maintain the stability of lnited States market conditions for wheat

and com.
ARTICLE V

For the conduct of the consultations provided for in this agree-
ment, the organization with jurisdiction for the Chinese side will be
the China National Cereals, Oils and Foodstuffs Import and Export
Corporation. For the conduct of the consultations provided for in
this agreement, the organization with jurisdiction for the United
States side will be the Foreign Agricultural Service of the U. S.
Department of Agriculture. Under this Agreement, 3:.#.:- ions re-
garding the conduct of trade and the over-all levels of United
States export supply and Chinese import requirements for wheat and
com will be held prior to the beginning of each year covered by
the agreement, or when requested by either party.

TIAS 9930
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ARTICLE VI

The Government of the People's Republic of China shall assure that,
except as the parties may otherwise agree, the wheat and com grown in
the United States of America and purchased by the China National Cereals,
0ils and Foodstuffs Import and Export Corporation under this agreement

shall be supplied for consumption in the People's Republic of China.
ARTICLE V11

This agreement shall enter into force on January 1, 1981 and shall .s
remain in force until December 31, 1984 unless both sides agree to an

extensjon.

Done at Beijing this twenty-secand day of October, 1980, in dupli-
cate, each copy in the English and (hinese languages, both texts being

equally authentic.

FOR THE GOVERNMINT OF THE FOR THE GOVERNMINT OF THE
INITED STATES OF AMERICA: PEOPLE'S REPUBLIC OF QHINA:

Lol lehodpeck!" &a ?3

' Leonard Woodcock. '
' 1.1 Qlang.
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1]
[EXCHANGES OF LrerEns|

Beijing, People's Republic of (hina
October 22, 1980

His Excellency Li Qiang

Minister

Ministry of Foreign Trade .
Beijing, People's Republic of China

Dear Mr. Minister:

I have the honor to refer to the Agreement on grain trade between the
Government of the United States of America and the Government of the
People's Republic of China signed today by our two governments. During
the course of negotiating this Agreement, both sides discussed questions
relating to the nature and availability of sgricultural export programs
administered by the U.S. Department of Agriculture.

The Government of the United States of America and the Government of
the People's Republic of China recognize that export credit can play
a constructive role in facilitating trade in sgricultural commodities
between the two comntries. If desired by the Government of the
People's Republic of Chins during the period the Agreement is in
force the Government of the United States of America will be pre-

red to consider credit arrangements, subject to applicablc United
tates laws and regulations, under the programs sdministered by the
U.S. Department of Agriculture on temms no less favorable than those
offered to other foreign commercial customers.

With my highest consideration,
e

,WN,HL e

a loodcock
Ambassador of the United States of America

A-185
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(hinese Text of the American Letter
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English Tert of the (hinese Letter

Reijing, People's Republic of China
October 22, 1980

His Excellency Leonard Woodcock
Ambassador of the United States of America
Beijing, People's Republic of China

Dear Mr. Ambassador:

I am in reccipt of your letter of today's date relating to the Agreement
between the Government of the People's Republic of China and the Govemn-
ment of the United States of America signed by our two govemments.
Your letter reads as follows:

"1 have the honor to refer to the Agreement on grain trade between the
Government of the United States of America and the Government of the
People's Republic of China signed today by our two governments. During
the course of negotiating this agreement, both sides discussed questions
relating to the nature and availability of agricultural export programs
administered by the U.S. Department of Agriculture.

"The Government of the United States of America and the Grvernment of
the People's Republic of China recognize that export credit can play a
constructive role in facilitating trade in agricultural commodities
.between the two comtries. If desired by the Government of the People's
Republic of China during the period the Agreement is in force the
Government of the United States of America will be prepared to con-
sider credit arrangements, subject to applicable United States laws

and regulations, under the programs administered by the U.S. Department
of Agriculture on terms no less favorable than those offered to other
foreign commercial customers.'

I confim the above contents of your letter as correct.

A

Li Qiang
Minister
Ministry of Foreign Trade
N of the People's Republic of China

With my highest consideration,

TIAS 0030
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EMBASSY OF THE
UNITED STATES OF AMIRICA
Beijing, People’s Republic of (hina
" October 22, 1780

Mr. Zhag Jianhua

President

(hina Nat ional Cereals, Oils and Foodstuffs
Import and Export Corporation

Reijing, People's Republic of (hina

Dear Mr. Zhang:

J have the honor to refer to the Agreement on grain trade signed today
by our two govemments, and to the discussion leading to the formu-
Yation of Article 111 of that Agreement. As these discussions estab-
lished, Article 111 is designed to promote rather than to restrict
grain trade between our two comtries. zn<....=_.u_omm. for purchases
above the amounts specified, the prior consideration and concurrence
of hoth parties would be required.

To best accomplish these cnds, we agreed in our discussion that China
National Cercals, Oils and Foodstuffs Import and Export Corporation
would provide notification prior to any purchases in excess of 9
million metric tons. Under normal circumstances the United States
would promptly provide affirmative response or, in except ional cir-
cumstances, would request inmediate consultations leading to agrec-
ment on an acceptable level of trade.

1 believe these arrangements will most effectively achieve our objec-
tive of promoting the growth of grain trade between our two comtries.

Sincercly,
J. Stapleton Roy
J. Stapleton Roy

Minister-Counselor
Embassy of the United States of America

WY N4 A
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C'hincae Text of the Amervican Letter

EMBASSY OF THE
UNITED STATES OF AMERICA

BEUING, PEOPLE'S REPUBLIC OF CHINA
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dARDRA KR L L RS
CHINA NATIONAL CEREALS, OILS AND FOODSTUFFS
IMPORT & EXPORT CORPORATION
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CABLE ADDRESS:
*CEROILPOOD" PEKING

YOUR REP. N
OoUR BEF. N

LR APRE TYECES
C I U - -
R M4 L
PO 1 T (A FA FME AN S Boyp AR PBIIRN 2 H LSRN

197

‘ WA ikt Kfh o RBRBELT:

Y T TV L LRt LI T P ST £
T LI R LY T 28 LU A
MUl RE b o B, MTERRTAEREOME KFAS LT UL
ik - B o

NS HIHE, KN CpEI . P ICRAR Rl D &40 ¢
WENR A AATE 2, ABARY AL, — NNLT R0 A Ritw 6 F
WEOEY, KAEHAMAT, RRIBEGLM BTRRXOR S AF
M I o

RADME. RBE N AR L H AR RY N U A Lo "

CCYUAREY LY 2R

t=8Fix

WIAR ann

A-188

A-13¢2



I8

English Text of the Chineae Letter

TERORBE LY XS
CHINA NATIONAL CEREALS, OILS AND FOODSTUFFS
IMPORT & EXPORT CORPORATION

82, TUNG AN MEN STREFT,
PERING, CHINA.

CABLE ADDRESS
*CEROILPOODN® PEKING.

YOUR REF. N \

OUR REF. M
‘October 22, 1980 397

Mr. J. Stapleton Roy
Minister-Counselor

Embassy of the United States of America
Beijing, People's Republic of China

Dear Mr. Roy: . .

1 am in receipt of your letter of today's date relsting to the Agreement
between the Govemment of the People's Republic of Chins and the Govem-
ment of the United States of America signed by our two govemments.

Your letter reads as follows:

"1 have the honor to refer to the Agreement on grain trade signed todsy
by our two governments, and to the discussion leading to the formulation
of Article 111 of that Agreement. As these discussions established,
Article I1I is designed to promote rather than to restrict grain trade
between our two countries. Nevertheless, for purchases above the amounts
w_x&:na..x.;o prior consideration and concurrence of both parties would
e required.

*To best accomplish these ends, we sgreed in our discussion that China
National Cereals, Oils and Foodstuffs Import and Export Corporation would
provide notification prior to any purchases in excess of 9 million metric
tons. Under normal circumstances the United States would prowptly pro-
vide affirmative response or, in exceptional circumstances, would request
r!.m&-: consultations leading to sgreement on an acceptable level of
trade.

1 believe these arrangements will most effectively achieve our objec-
tive of promoting the growth of grain trade between our two countries." . ! ‘

I confirm the sbove contents of your letter as correct.

et
o P

(Hina National Cereals, Oils and Foodstuffs
© Import and Export Corporation

-

TIAR 0030
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PEOPLE'S REPUBLIC OF CHINA-UNITED STATES: INVESTMENT INCENTIVE
AGREEMENT AND LETTERS OF UNDERSTANDING*

Beijing October 30. 1980

Note No. (80) Bu Meida 1149
His Excellency

Leonard Woodcock

Ambassador Extraordinary and
Minister Plenipotentiary of

the United States of America

to the People's Republic of
China

Beijing, People's Republic of
China
Exceliency:
I have the honor to acknowledge the receipt of your

note of October 30, 1980, which reads:
"I have the honor to refer to conversations which have

recently taken place on the basis of equality and mutual
benefit between representatives of the Government of the
United States of America and of the Government of the
People's Republic of China relating to investments in the
People's Republic of China and to investment insurance
(including reinsurance) and investment guaranties which
are administered by the Overseas Private Investment
Corporation ("OPIC"), an independent government corporation
organized under the laws of the United States of America.

On behalf of the Government of the United States of America,

I also have the honor to confirm the following understandings __—

*[Reproduced from the texts provided by the U.S. Department gf
State. The U.S. Note No. 438 and the U.S. Letter of October 3 !
1980, are quoted in their entirety in the Chinese Note No. 8o 2

not
the Chinese Letter of October 30, 1980, and, consequently, have

been reproduced. ver-
[Statements and Letters of Understanding made by the U.S- ¢ ene

seas Private Investment Corporation prior to the conclusion o

Investment Incentive Agreement appear at I.L.M. page 1490. o
{The Overseas Private Investment Corporation was authorzsz of

operate in the People's Republic of China by Public Law 96-327
August 8, 1980.]
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reached as a result of those conversations:

ARTICLE 1
As used herein, the term "Coverage" shall ref;: to any

investment insurance (including reinsurance) against loss
from political risk or to any investment guaranty which is

issued in accordance with this Agreement by OPIC or by any
successor United States Government agency, oﬁzc and any
such successor being hereinafter referred to as the "Issuer"
to the extent of its interest as insurer or reinsurer in any
Coverage.
ARTICLE 2

The procedureslset forth in this Agreement shall apply
only with respect to Coverage of investments relating to
projects or activities approved by the Government of the
People's Republic of China.

ARTICLE 3

(a) If the Issuer makes payment to any investor under
Coverage, the Government of the People's Republic of China
shall, subject to the provisions of Article 4 heveof, recognize
the transfer to the Issuer of any currency, credits, assets,
or investment on account of which payment under such Coverage
is made, as well as the succession of the Issuer to any right,
title, claim, or cause of action existing, or which may arise,
in connection therewith, subject to existing legal obligations.

(b) The Issuer shall assert no greater ricghts than those
of the transferring investor with respect to any interests
transferred or succeeded to under this paragraph. The
Government of the United States of America does, however,

reserve its rights to assert a claim in its sovereign capacity

under international law.
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ARTICLE 4
To the extent that the laws of the People's Republic
of China partially or wholly invalidate or péohibit the
acquisition from a covered investor of any interest in any
property within the territory of the People's Republic of
China by the Issuer, the Government of the People's Republic
of China shall permit such investor and the Issuer to make
appropriate arrangements pursuant to which such interests are
transferred to an entity permitted to own such interests
under the laws of the People's Republic of China.
ARTICLE S
Amounts in the lawful currency of the People's Republic
of China, including credits thereof, acquired by the Issuer
by virtue of such Coverage shall be accorded treatment by
the Government of the People's Republic of China no less
favorable as to use and conversion than the treatment to
which such funds would be entitled in the hands of the

covered investor. Such amounts and credits shall be freely
available for use by the Government of the United States of

America to meet its expenditures in the territory of the
People's Republic of China. Such amounts and credits may
also be transferred by the Issuer to any person or entity
agreed by the Government of the People's Republic of China
for use by such person or entity in the territory of the
People's Republic of China.
ARTICLE 6

(a) Any dispute between the Government of the United

States of America and the Government of the People's
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Republic of China regarding the interpretation of this
Agreement or which, 'in the opinion of-one of.the Governments,
involves a question of public international law arising

out of any investment or project or activity relating to

such investment for which Coverage has been issued shall be
resolved, insofar as possible, through negotiations between
the tw; Governments. 1If at the end of three months following
. the request for negotiations the two Governments have not
resolved the dispute by agreement, the dispute, including
the question of whether such dispute presents a question of
public international law, shall be submitted, at the initiative
of either Government, to an arbitral tribunal for resolution
in accordance with Article 6(b).

(b) The arbitral tribunal for resolution of disputes
pursuant to Article 6 (a) shall be established and function
as follows:

(i) Each Government shall appoint one arbitrator;
these two arbitrators shall designate a President by common
agreement who shall be a citizen of a third state and be
appointed by the two Governments. The arbitrators shall be
appointed within two months and the President within three
months of the date of receipt of either Government's request
for arbitration. If the appointmentsare not made within
the foregoing time limits, either Government may, in the
absence of any other agreement, request the Schttary General
of the United Nations to make the necessary appointment or
appointments, and both Governments agree to accept such
appointment or appointments.

(ii) The arbitral tribunal shall base its
decision on the applicable principles and rules of public
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international law. The arbitral tribunal shall decide by
majority vote. Its decision shall be final and binding.

(iii) Each Government shall éay the expense of
its arbitrator and of its representation in the proceedings
beforg the arbitral tribunal; the expenses of the President
and the other costs shall be paid in equal parts ﬁy the
two Go@ernments. The arbitral tribunal may adopt regulations
. concerning the costs, consistent with the foregoing.

(iv) 1In all other matters, the arbitral tribunal
shall regulate its own procedures.
ARTICLE 7 [*]

The two Governments, desiring reciprocity, agree that,
in the event the Government of the People's'Republic of
China is authorized under its law to issue coverage for
investments in any project or activity within the United
States of America under a program similar to the investment
incentive program to which this Agreement relates, there
shall be, upon the request of either Government, an exchange
of notes to make applicable, with respect to such investments
made in the United States of America, provisions equivalent
to those of this Agreement.

ARTICLE 8

Upon receipt of a note of confirmation from Your
Excellency on behalf of the Government of the People's
Republic of China indicating that the foregoing provisions
are acceptable, this note and your reply thereto shall
constitute an Agreement between our two Governments on
this subject, and enter into force on the date of your

reply. This Agreement shall continue in force until six

*{See I.L.M. page 1490 for U.S. interpretation of Article 7.]
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months from the date of receipt of a note by which one
government informs the other of a request for the termination
of the Agreement. 1In such event, the provisions of the
Agreement with respect to Coverage issued while the Agreement
was in force.shall remain in force for the duration of such
coverage, but in no case longer than twenty years after the
denunciation of the Agreement.”

On behalf of the Government of the People's Republic

of China, I have the honor to confirm our agreement to the

contents of the above note.

Please accept, Excellency, the renewed assurances of

my highest consideration.

Zhang Wenjin
Vice Minister of Foreign Affairs
People's Republic of China

Beijing October 30, 1980

His Excellency

Leonard Woodcock

Ambassador Extraordinary and

Minister Plenipotentiary of

the United States of America
to the People's Republic of

China

Beijing, People's Republic of
China

Excellency:

I have the honor to refer to the Investment Incentive
Agreement between our two Governments and to your letter

of today's date which reads:
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"I have the honor to refer to the Investment Incentive
Agreement between the Government of the United States of
America and the Government of the People's Republic of
China, effective by an exchange of notes on October 30, 1980
(the "Agreement"), relating to investment insurance and
inveskment guaranties which are administered by the Overseas
Private Investment Corporation. ('OPIé').

Article 2 of the Agreement states that the procedures
set forth in the Agreement shall apply only with respect
to coverage of investments relating to projects or activities
approved by the Government of the People's Republic of China.
I wish to confirm my understanding that for purposes of
Article 2 of the Agreement, the procedure for approval by
the Government of the People's Republic of China shall be

as foliows: :

(1) Approval of a project or activity by the Foreign
Investment Commission ("FIC") shall constitute approval by
the Government of the People's Republic of China for
purposes of Article 2 of the Agreement. After a project
or activity has received such approval, investment insurance
or guaranties issued by OPIC for investmentswhich are related
to such project or activity shall be governed by the P""c’dures
set forth in the Agreement. Such related investments include
the following:

(a) equity investments and loans by investoIrs in
projects or activities approved by FIC;
(b) loans from financial institutions to projects
or activities approved by FIC; and
v (c) transfer of technology, service and manageme””

agreements with projects or activities approved by F1C.

A-196

A-196



(2) TFor purposes of Article 2 of the Agreement, any
project or activity approved by the Administrative Commissions
for Special Economic Zones of concerned provinces in accordance
with Chinese legislation shall be deemed as approval by the
Cchinese Government.

(3) 1In case of a project or activity which does not
require the approval set forth in (1) or (2) above, upon
request Sy the Government of the United States of America,
FIC shall a§ soon as possible advise it of the appropriate
agency or instrumentality of the Government of the People's
Republic of China to issue such approval on behalf of the
Chinese Government and shall inform the United States
Government of the decision of such agency or instrumentality
for purposes of Article 2 of the Agreement.

I would be grateful for your confirmation that this
is also your understanding."”

On behalf of the Government of the People's Republic
of China, I have the honor to confirm our agreement to the
contents of the above letter.

Please accept, Excellency, the renewed assurances of

my highest consideration.

Zhang Wenjin
Vice Minister of Foreign Affairs
People's Republic of China
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STATEMENT OF PAUL R. GILBERT, VICE PRESIDENT AND GENERAL

COUNSEL, OVERSEAS PRIVATE INVESTMENT CORPORATION, REGARDING

U.S. - CHINA INVESTMENT INCENTIVE AGREEMENT, MADE ORALLY To

CHINESE DELEGATION ON OCTOBER 4, 1980 AND DELIVERED BY HAND Oy
OCTOBER 7, 1980 -

Vith respect to Article 7 of the Agreement, the
Governsent of the United States of America wishes to inform
the Government of the People's Republic of China that
the United States Government interprets Article 7 to mean
that an exchange of notes taking action contemplated by
Article 7 will be subject to the legal requirements in the
United States of America for taking such action, including

any necessary implementing legislation.

N«M"Mfi\

Paul R. Gilbert

Vice President and General
Counsel

Overseas Private Investment

Corporation

October 7 , 1980

Mr. Chen Shuzhi

Vice President

Chinese International Trust
and Investment Corporation
Beijing, China

Dear Mr. Chen:

In connection with our discussions relating to the Investment
Incentive Agreement covering the procedures for the operatio?
of the investument insurance programs of the Overseas Private
Investment Corporation ("OPIC"), you have inquired as to

vhether the issuance by OPIC of investment insurance covering
losses resulting from war, revolution, and insurrection

wvould create an obligation for the Government of the People'$
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Republic of China. I wish to inform you that the issuance of
such coverage would not obligate the Government of the People's
Republic of China to reimburse the insured investor or OPIC

for losses resulting from war, revolution, or insurrection.

Sincerely yonts.

Kul R. Gilbe!'t

Vice President and General Counsel
Overseas Private Investment Corporation

October 7, 1980

Mr. Chen Shuzhi

Vice President

China International Trust and
Investment Corporation
Beijing

pDear Mr. Chen:

The United States reaffirms that the continuing cultural,
commercial and other relations between the people of the United
States and the people on Taiwan are nongovernmental in nature.
As stated in the Joint Communique issued by the United States
of America and the People's Republic of China on December 15,
1978, in connection with the normalization of relations
between our two countries, the United States of America
recognizes the Government of the People's Republic of

China as the sole legal government of China and acknowledges
the Chinese position that there is but one China and Taiwan

is part of China. Within this context, the people of the
United States maintain cultural, commercial, and other unof-
ficial relations with the people of Taiwan. Agreements
concluded with the Taiwan authorities are administered on

a nongovernmental basis by the American Institute on Taiwan,

a nonprofit District of Columbia Corporation, and constitute
neither recognition of the Taiwan authorities nor the continu-
ation of any official relationships with Taiwan.

Very truly yours,

/wﬂéﬂa—‘

Paul R. Gilbert
Vice President and General Counsel

Overseas Private Investment Corporation

—
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CHINA-UNITED STATES: AGREEMENT FOR THE AVOIDANCE OF
UBLE TAXATION AND THE PREVENTION OF TAX EVASION ON INCOME*
o [Done at Beijing, April 30, 1984]

AGREEMENT BETWEEN THE GOVERNMENT OP THE
UNITED STATES OF AMERICA AND THE GOVERNMENT OF THE
PEOPLE'S REPUBLIC OF CHINA FOR THE
AVOIDANCE OF DOUBLE TAXATION AND THE
PREVENTION OF TAX EVASION WITH
! RESPECT TO TAXES ON. INCOME
the Government of the United States of America and the Government

che people’'s Republic of China,

pesiring to conclude an Agreement for the avoidance of double

raxation and the prevention of tax evasion with respect to taxes on

jncome,

Have agreed as follows:
ARTICLE 1

This Agreement shall apply to persons who are residents of one or

both of the Contracting States.

ARTICLE 2
1. The taxes to which this Agreement applies are
a) in the People's Republic of China:
{{) the {ndividual income tax;
({i) the income tax concerning joint ventures with Chinese and
foreign investment:;
(1ii) the income tax concerning foreign enterprises;
(iv) the local income tax

(hereinafter referred to as "Chinese tax").

*[Reproduced from the text provided by the U.S. Department of
the Treasury. The Protocol at I.L.M. page 701 is an integral part
of the Agreement. An exchange of letters between China and the
United States, at the time of signature, contains an understanding
with regard to Article 22 and "tax sparing credits". The text
appears at I.L.M. page 703.
. [To date, the United States has no tax sparing credit provisions
in any other agreements, and it is unlikely that such a provision
will be incorporated in this Agreement.]

-
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b) in the United States of America: the Federal income taxes
imposed by the Internal Revenue Code

(hereinatter referred to as "United States tax").

2. The Agreement shall apply also to any identical or subltantialxy
nipila: taxes which aze imposed after the date of signature of the
Agreement in addition to, or in place of, those referred to in
paragraph 1. Within an appropriate time period, the competent
authorities of the Contracting States shall notify each other of any
substantial changes which have been made in their respective taxation

laws.

ARTICLE 3
1. In this Agreement, unless the context otherwise requires,

a) the term “the People's Republic of China", when used in 2
geographical sense, means all the territory of the People's
Republic of China, including {its territorial sea, in which the
laws relating to Chinese tax are in force, and all the ared
beyond its territorial sea, including the sea-bed and subsoil
thereof, over which the People's Republic of China has
jurisdiction in accordance with international law and in which

the laws relating to Chinese tax aze in force;

b) the term "United States of America”, when used in a
geographical sense, means all the territory of the United

ne
States of America, including its territorial sea, in which ©

laws relating to United States tax are in force, and all the
azea beyond its terzitorial sea, including the sea-bed and

subsoil thereof, over which the United States of Americ3 has

an

jurisdiction in accordance with international law and in "™
the laws relating to United States tax are in force;

c) the terms “a Contracting State" and "the other Contzacting
State" mean the People's Republic of China or the United

States of America, as the context requires;
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a)

e)

£)

h)

1)

the term "tax" means Chinese tax or Uniéod States tax, as the
context requires;

the term "person" includes an 1ndiviéua1, a’ company, a
partnership and any other body of persons;

the term "company" means any body corporate or any entity
Jhich is treated as a body corporate for tax purposes;

the terms "enterprise of a Contracting Btate” and "“enterprise
of the other Contracting State” mean respectively an
enterprise carried on by a resident of a Contracting State and
an enterprise carried on by a resident of the other
Contzacting 8State;

the term "nationals” means all individuals having the
nationality of a Contracting State and all legal persons,
partnerships and other bodies of persons deriving their status
as such from the law in force in a Contracting State;

the terz "competent authority® means

({) in the People's Republic of China, the Ministry of Pinance

or its asuthorized representative; and

(1i) in the United States of America, the Secretary of the

Treasury or his authorized representative.

2. As regards the application of the Agreement by & Contracting State

any term not defined therein shall, unless the context otherwise

requizes, have the meaning which it has under the laws of that

Contzracting State concerning the taxes to which the Aq:ocuon£ applies.

ARTICLE 4

1. Por the purposes of this Agreement, the term “resident of a

Contzacting State"” means any person who, under the laws of that

Contracting State, is liable to tax therein by reason of his domicile,

residence, place of head office, place of incorporation or any other

criterion of a similar nature.
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2. Where by reason of the provisions of paragraph 1 an individual j,
a resident of both Contracting States, then the competent authorities
of the Contracting States shall determine through consultations the
Contracting State of whiclht that individual shall be deemed to be a
resident for the purposes of this Agreement.

3. Where by reason of the provisions of paragraph 1 a company is a
resident .of both Contracting 8tates, then the competent authorities
of the Contracting States shall determine through consultations the
cbnt:acting State of which the company shall be deemed to be a
resident for the purposes of this Agreement, and, if they are unable
to so determine, the company shall not be considered to be a resident
of either Contracting State for purposes of enjoying benefits under
this Agreement.

4. Whers by reason of the provisions of paragraph 1 a company is a
resident of the United States of America, and, under a tax agreement
between the People's Republic of China and a third country is also a
resident of that third country, the company shall not be considered to
be a resident of the United States of America for purposes of enjoying
benefits under this Agrsement.

ARTICLE §

1. For the purposes of this Agreement, the term "permanent
establishment” means a fixed place of business through which the
business of an enterprise is wholly or partly carried on;
2. The term "permanent establishment” includes especially:

a) a place of management;

b) a branch:

¢€) an office;

d) a Cactory:;

@) a workshop; and

£) a mine, an oil or gas well, a quarry, or any other place of

extraction of natural resources.
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The te

8)

b)

c)

4.

rm "permanent establishment® also iscludcs:

a building-site, a construction, assembly or installation
project, or supervisory activities in conhoction_thozowith,
but only where such site, project or activities continue for a
period of more than six months;

an installation, drilling rig or ship used for the exploration

- or exploitation of natural resources, but only if so used for

a period of more than three months; and

the furnishing of services, including consultancy services, by
an enterprise through employees 6: othet bo:sonnol engaged by
the enterprise for such purpose, but only where such
activities continue (for the same or a connected project)
within the countzy for a period or periods aggregating more

than six months within any twelve month period.

Notwithstanding the provisions of paragraphs 1 through 3, the term

"permanent establishment™ shall be deemed not to include:

a)

b)

¢)

d)

e)

the use of facilities solely for the purpose of storage,
display or delivery of goods or merchandise belonging to the
enterprise;

the maintenance of a stock of goods or merchandise belonging
to the enterprise solely for the purpose of storage, display
or delivery;

the maintenance o0f a stock of goods or merchandise belonging
to the enterprise solely for the purpose of processing by
another entezprise;

the maintenance of a fixed place of business solely for the
purpose of purchasing goods or merchandise, or of collecting
information, for thae entaerprise:

the maintenance of a fixed place of business solely for the

purpose of carrying on, for the enterprise, any other activity

of a preparatory or auxiliary character;
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£) the maintenance of a fixed place of business soclely for any
combination of the activities mentioned in subparacraphs a)
through @), provided that the overall activity of the fixed
Place of business resulting from this combination is of
Preparatory or auxiliary character.
5. Notwithstanding the provisions of paragraphs 1 and 2, where a
person, other than an agent of an independent status to whom paragra;
6 applies, is acting on behalf of an enterprise and has and habituall
exercises in a Contracting State an authority to conclude contracts i-
the name of the enterprise, that enterprise shall be deemed to have &
permanent establishment in that Contracting State in respect of any
activities which that person undertakes for the enterprise, unless th
activities of such person are limited to those mentioned in paragraph
4 which, if exercised through a fixed place of business, would not
make this fixed place of business & permanent establishment under the
provisions of that paragraph.
6. An enterprise of a Contracting State shall not be deemed to have
permanent establishment in the other Contracting State merely because
it carries on business in that other Contracting State through a
broker, general commission agent or any other agent of an independent
status, provided that such persons are acting in the ordinary course
of their business. However, when the activities of such an age te
devoted wholly or almost wholly on behalf of that
enterprise, he will not be considered an agent of an independent
status within the meaning of this paragraph if it is shown that the
transactions between the agent and the enterprise were not made under
arm's-length conditions.
7. The fact that a company which is a rzesident of a Contracting Stat
controls or is contzolled by a company which is a resident of the
other Contracting State, or which carries on business in that other
Contracting State (whether through a permanent establishment or
otherwise), shall not of itself coanstitute either company a permanent

establishment of the other.
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ARTICLE 6

tncome derived by a resident of a COnt:_leting State from real
;np."y situated in the other Contracting State may be taxed in that
et cnnuznccing State,

she term "real property” shall have the meaning which it has undez
:;.I.Q, of the Contracting State in which the property in question is
“tu.c.d. The term shall in any case include property accessory to
".lngpQItYp livestock and equipment used in agriculture and
“‘.,ggy, rights to which the provisions of general law respecting
1nw54 property apply, usufruct of real property and rights to
cariable or fixed payments as consideration for the working of, or the
cight to work, mineral deposits, sources and other natural resources;
ships and aizcraft shall nct be regarded as real property.
3. The provisions of paragraph 1 shall apply to income derived from
the dizect use, letting or use in any other form of real property.
¢, The provisions of paragraphs 1 and 3 shall also apply to the
income from real property of an onto:ptiio and to {ncome from real

property used for the performance of independent personal services.

ARTICLE 7
1. The profits of an antorprise of a Contracting State shall be
taxable only in that Contzacting State unless the enterprise carries
on business in the other Contracting State through a permanent
establishment situated therein.
as aforesaid, the profits of the enterprise may be taxed in the other

Contracting State but only so much of them as is attributable to that

pezrmanent establishment.

2. Subject to the provisions of paragraph 3, where an enterprise of a

Contzacting State carries on business in the other Contracting State
through a permanent establishment situated therein, there shall in

sach Contracting State be attributed to that permanent estadblishment
the profits which it might be expected to make if it were a distinct

and separate enterprise engaged in the same or similar activities
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under the same or similar conditions and doalinq'wbolly independently
with the enterprise of which it is a permanent establishment.

3. In the determination of the profits of ; po:munoh: establishment,
there shall be allowed as deductions expenses which are incurred for
the Purposes of the permanent establishment, including executive and
general administrative expenses so incurred, whether in the State in
which the permanent establishment is situated or elsewhere. However,
no such deduction shall be allowed in respect of amounts, if any, paid
(c£ho:wi£. than towards reimbursement of actual expenses) by the
perm;nen: establishment to the head office of the enterprise or any of
its other offices, by way of royalties or other similar payments or by
way of interest on money lent to the permanent establishment.
Likewise, no account shall be taken, in the determination of the
profits of a permanent establishment, for amounts e§a:gcd (otherwise
than towards reimbursement of actual expenses) by the permanent
establishment to the head office of the ongc:pzioo or any of {ts other
offices, by way of royalties or other similar payments or by way of
interest on money lent to the head office of the enterprise or any of
its other offices.

4. Insofar as the tax law of a Contracting State provides with
respect to a specific industry that the profits to be attributed to 2
permanent establishment are to be determined on the basis of a deemed
profit, nothing in paragraph 2 shall preclude that Contracting State
from applying those provisions of its law, provided that the result is
in accordance with the principles contained in this Article.

S. No profits shall be attributed to a pc:nancﬁt establishment by
reason of the mere purchase by that permanent establishment of goods
or merchandise for the enterprise. )

6. Por the purposes of paragzaphs 1 through S, the profits to be
attributed to the permanent establishment shall be determined by the
same method year by year unless there is good and sufficient ceason t0

the contrary.
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where profits include items of income which are dealt with

7'
rately in other Articles of this Agreement, then the provisions of

sep®
¢hose articles shall not be affected by the provisions of this
Arciclca
ARTICLE 8
where

1.
a) an enterprise of a Contracting State participates directly or

indirectly in the management, control or capital of an
enterprise of the other Contracting State; or
the same persons participate directly or indirectly in the

b)
management, contzrol or capital of an enterprise of a

Contracting State and an enterprise of the other Contracting

State,
and in either case the relationship between the two enterprises in
their commezcial or financial relatlions differs from that which would
exist between independent enterprises, then any profits which, but for
those conditions would have accrued tc one of the enterprises, but by
reason of those conditions have not so accrued, may be included in the
profits of that enterprise and taxed accordingly.
2, Where a Contracting 8State includes in the profits of an enterprise
of that Contracting State--and taxes accordingly--profits on which an
enterprise of the other Contzacting State has been charged to tax in
that other Contracting State, and the profits so included are profits
vhich would have accrued to the enterprise of the first-mentioned
State if the conditions made between the two enterprises had been
those which would have been made between i{ndependent enterprises, then
that other Contracting State shall make an appropriate adjustment to
the amount of the tax charged therein on those profits. In
determining such adjustment, due regard shall be paid to the other
provisions of this Agreement and the competent authorities of the

Contzracting States shall {f necessatry consult each othecr.
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ARTICLE 9
1. Dividends paid by a company which is a ;.lidon: of a Contracting
State to a resident of the other Contracting State Qay be taxcd'in
that other Contracting State.
2. However, such dividends may also be taxed in the Contracting State
of which the company paying the dividends is a resident, and according
to the laws of that Contracting State, but it‘eho recipient is the
beneficial owner of the dividends the tax 8o charged shall not exceed

10 percent of the gross amount of the dividends.

This paragraph shall not affect the taxation of the company in
tespect of the profits out of which the dividends are paid.
3. The term “"dividends" as used in this Article means income from
shares or other rights, not being debt-claims, participating in
profits, as well as income from other corporate rights which {s
subjected to the same taxation treatment as income from shares by the
taxation laws of the Contracting State of which the company making the
distribution is a resident.
4. The provisions of paragraphs 1 and 2 shall not apply if the
beneficial owner of the dividends, being a resident of a Contracting
State, carzies on business in the other Contzacting State, of which
the company paying the dividends is a resident, through a permanent
establishment situated therein, or performs in that other Contracting
State independent personal services from a fixed base situated
thezein, and the holding or other corporate rights in respect of which
the dividends are paid (s effectively connected with such permanent
establishment or fixed base. In such case the provisions of Article 7
or 13, as the case may be, shall apply.
S, Where a company which {s a zesident of a Contracting State derives
profits or income from the other Contracting State, that other
Contracting State may not impose any tax on the dividends paid by the

sompanv, except insofar as such dividends are paid to a resident of

A-209

A-209



chat other Contracting 8State or insptaz as the holding or other
corpozate rights in respect of which the dividends are paid is
‘gg.ccivoly connected with a permanent establishment or a fixed base
gituated in that other Contracting State, nor subject the company's
undi-::ibuecd profits to a tax on the company's undistzibuted profits,
oven if ;hc dividends paid or the undistributed profits consist wholly

oz pactly~of profits or income arising in that other Contracting

state.

ARTICLE 10
Interest arising in a Contracting State and paid to a resident of

1.
¢he other Contracting State may be taxed in that other Contracting

state.
However, such interest may also be taxed in the Contracting State

2.
in which it arises and accozding te the laws of that Contracting

state, but if the recipient is the beneficial owner of the interest,
the tax 8o chazged shall not exceed 10 percent of the gross amount of
the interest.

Notwithstanding the provisions of pazagzaph 2, i{nterest arising in

3.
a Contzacting State and derived by the government of the other
Contzacting State, a political subdivision or local authority thereoc?,
the Central Bank of that other Contracting State or any financial
institution wholly owned by that government, or by any resident of the
other Contracting State with respect to debt-claims indirectly '
financed by the government of that other Contracting State, a
political subdivision or local suthority thereof, the Central Bank of
that other Contzacting State or any financial institution wholly owned
by that government, shall be exempt from tax in the fizst-mentioned
Contracting Btate. |

4. The term "interest" as used in this Article means income from
debt-claims of every kind, whether or not secured by mortgage, and

vhether or not carrying a right to participate i{n the debtor's
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‘profits, and in particular, income from government securities, and
{ncome from bonds or debentures, including premiums or prizes
attaching to such securities, bonds, or debentures.

S. The provisions of paragraphs 1, 2 and 3 shall not apply if the
beneficia]l owner of the interest, being a resident of a Contracting
State, carries on business in the other Contracting State in which the
interest a;isos, through a permanent establishment situated therein,
ot. performs in that other Contracting State independent personal
services from a fixed base situated therein, and the debt-claim in
respect of which the intezest is paid is effectively connected with
such permanent establishment or fixed base. 1In such case the
provisions of Article 7 or 13, as the case may be, shall apply.

6. Interest shall be deemed to arise in a Contracting State when the
payer is the government of that Contracting State itself, a political
subdivision, a local authority or a resident of that Contracting
State. Where, however, the person paying the i{nterest, whether he is
a resident of a Contracting Btate or not, has in a Contracting State a
permanent establishment or a fizxed base in connection with which the
indebtedness on which the interest is paid was incurred, and such
interest is borne by such permanent estadblishment or fixed base, then
such interest shall be deemed to arise in the Contracting 8tate in
which the permanent establishment or fixed base is situated.

7. Where, by reason of a special relationship between the payer and
the beneficial owner or between both of them and some other person,
the amount 0f the interest, having regard to the debt-claim for which
it is paid, exceeds the amount which would have been agreed upon by
the payer and the beneficial owner in the absence of such
relationship, the provisions of this Article shall apply only to the
last-pentioned amount. .In such case the excess part of the payments
shall remain taxable according to the laws of each Contracting State,

due regard being had to the other provisions of this Agreement.
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ARTICLE 11

Royalties arising in a Contracting State and paid to a resident of

e
cne other Contracting State may be taxed in that other Contracting

cate.
j’ However, Such royalties may also be taxed in the Contracting State
in which .thcy arise and according to the lawg of that Contracting

statey bu-t if the recipient is the benaficial owner of the royalties,
‘che tax so charged shall not exceed 10 percent of the gross amount of

zcyllti‘l.

the
The term "royalties”™ as used in this Article means payments of any

3.
kind treceived as a consideration for the use of, or the right to use,

any copyright of literary, artistic or scientific work, including
cin-.mt:oq:aphie films or films or tapes used for radioc or television
proadcasting, any patent, technical know-how, trademark, design or
model, plan, secret formula or process, or for the use of, or the

right to use, industrial, commercial or scientific equipment, or for
information concerning industzial, commezcial or scientific

experience. '

4. The provisions of paragraphs 1 and 2 shall not apply if the
beneficial owner of the royalties, being a resident of a Contracting
State, carries on business in the other Contracting State in which the
royalties arise, through a permanent establishment situated therein,
oz performs in that other Contzacting State independent personal
services from a fixed base situated therein, and the right or property

in respect of which the royalties are paid is effectively connected

vith such permanent establishment or fixed base. In such case the

provisions of Article 7 or 13, as the case may be, shall apply.

S. a) Royalties will be deemed to arise in a Contzacting State when
the payer is the government of that Contracting State itsel?,
a political subdivision, a local authozrity or a resident of

that Contracting State. Where, however, the person paying the
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royalties, whether he is a resident of ; Contracting State or
not, has in a Contracting State a permanent establishment or a
fixed base in connection with which the 1iaﬁility to pay the
royalties was incurred, and such royalties are borne by such
permanent establishment or fixed base, then such royalties
;hall be deemed to arise in the Contracting State in which the
permanent establishment or fixed bao‘ is situated.

b) Where under subparagraph a) royalties do not arise in one of
the Contracting States, and the royalties relate to the use
of, or the right to use, the right or property in one of the
Contracting States, the royalties shall be deemed to arise in
that Contracting State.

6. Where, by reason of a special relationship between the payer and
the beneficial owner or between both of them and some other perscon,
the amount of the royalties, having regazd to the use, right, or
information for which they are paid, oxcocQa the amount which would
have been agreed upon by the payer and the beneficial owner in the
absence of such relationship, the provisions of this Article shall
apply only to the last-mentioned amount. In such case the excess part
of the payments shall remain taxable according to the laws of each
Contracting 8tate, due regazd being had to the other provisions of

this Agreement.

ARTICLE 12
1. Gains derived by a resident of a Contracting State from the
alienation of real property referzed to in Article 6 and situated in
the other Contracting State may be taxed in that other Contracting
State.
2. Gains from the alienation of movable (personal) property forming
part of the business assets of a permanent establishment which an

entezprise of a Zontracting State has in the other Contracting State,
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¢ of movable (personal) property pertaining to a fixed base available
a resident of a Contracting State in the oeh_o: Contracting State

(14
. the purpose of performing independent personal services, including

‘0
ains from the alienation of such a permanent establishment

guch a9
one ©Of together with the whole enterprise) or such a fixed base,

;:; be caa;ed in that other Contracting State.

3. gains derived by a resident of a Contractiang State from the
a“.mtion_ of ships or aircraft operated in international traffic and
of‘ movable (personal) property pertaining to the operation of such
ships or aircraft shall be taxable only in that c°nt£actlng State.

.. Gains from the alienation of shares of the capital stock of a
company the property of which consists directly or indirectly
p,;ncipally of real property situated in a Contracting State may be
raxed in that Contracting State.

s, Gains from the alienation of shares other than those mentioned in
pacagraph ¢ representing a participation of 25 percent in a company
e¢hich is a resident of a Contracting State may be taxed in that
contzacting State.

6. Gains derived by a resident of s Contracting S