F e ==
;-'-'.’r.,,:.&l:i:}‘- e :.:
UNITED NATIONS 00000 —T———— ——————
GENERAL
. | R E/CN,12/657
E C O N @ H\! ‘5 E e E/CN.12/CCE/258/Rev.1

AND

ENGLISH

15 August 1962

SOCIAL COUNCH 5<% BIBE o

R T T T L T T L A L L L TR R F R R e L R RNy e e R R e R LT NI Ry e R LT Ry Ci R N NE LU LRI VTR LR LLEL TR T (R R RN N I T ]

ECONOMIC COMMISSION FOR LATIN AMERICA
Tenth Session
Mar del Flata, Argentina, May 1963

REFORT OF THE THIRD SFECTAL SESSION OF THE
CENTRAL AMERICAN ECONOMIC CO-OPERATION COMMITTER

(San Jose, Costa Rica, 23 to 31 July 1962)

[ITSA 7]

SRR R TOOE R sty






L Aen e S

= e fae i .
SO ':f (J‘:l.ll'/ ciif)k.‘-;’ T

Ty Lt 4
mﬂﬁe e

Page
INtroQUCLION 4..isvsessesnsassansosncnscnnrsorncsansrsnvunsoraorce ¥
Part Ore
Background Dabta sevesveceosceveaassarnsroeensstoonssossanrssssasse L
Part Two
Third Special Session of the Committee ,,.,.....ccoevecncevcrnooss
A, Membership, attendance and organmization of work ,,...........

B. Agendal =N I A R B B N B I R BRI I I I A B N R R A B IR R B R IR Y BN R AN IR R BB B - R R )

O OoN W W

C¢ ACCOU.nt Of PrOCeedingS TR A N NN E RN NN RN A NN N A AN ]

1, Accession of Costa Rica to the Central American
Common Mﬂrket I NN RN RN NI N A R R A RN A S N R R B R RN B RN R I 9

(a)} General Treaty and Central American Bank for
Eco}:‘lomic Integl'atiOn.l'l..'ﬂ‘.l..ﬂ."’ﬁ..l'.O.“B 9

(b) SPECial trade régimes L R I R A A A A R A R A N I I A A I A AR lo

(¢) Accession of Costa Rica to the Managus Protocol
On tarif‘f equalizationel..‘l‘.lll..".'.‘l‘..l"..

20 Ta-riff equahzation [N B R B R R B R AR B I B IR AT I BN O R R A I B N )

FEEE

3, Tax incentives to industrial development (..e.esesscsvess
L, Restrictions on tra8de€ ..e.iseveeceseersssvscrcscsnsascases LB
5, Other DUSINESS sseocesvossercecssssocscossossscsaconsssesce L8
6, Date and place of the next 5eSsSioN sevesesascssesssorssas 19

7q ‘TOteS Of ‘tl’lanks LA B R N BB N B BT B BN N BB NE A BN N BB BN N B BN B Y IR ] 19

Part Three

Resolutions adopted ST 0 SO D BB SO A PO RGOSR DRSSP SN DSl s 21

Annexes

A;. Instruments of Accession of Costa Rica to the General
Treaty on Central American Economic Integration and to the
Agreement Establishing the Central Americen Bank for
Economic Integralion ...ecececcoacsveacsnsssrnsareocssosssase 21

B, Protocol of Accession of Costa Rica to the Protocol on
Equalization of Import Duties and Charges signed at
Managua on 13 December 1960 .. ..cevvcrvennnecevenensonanonaas 37

€. Protocol to the Central American Agreement on BEgualization
of hport Duties and Charges LRI B O B B BRI A IR N B R B B B B B B B IR A N 43

D. Central American Agreement on Tax Incentives to Industrial
Develoment LB AL B B O B B Y R I N I B R BN B B N Y N BB R RN BN I R I N R R R R N AR - 55

/Introduction






L/CH 2 /CCR/25 5 Fev, L
Page W

Introduction

SCOFE OF THE REPCRT

The present vreport gives an account of the discussions of the
third special session of the Central American Economic Co-operation
Committee, held at San Jose, Costa Rica, from 23 to 31 July 1962,

Part One deals with the background of the sessionj Part Two
gives particulars of the membership of the delegations and of the
organization of work, and sums up the proceedings of the session
and the conclusions reached; and Part Three reproduces the resolutions
adopted, The instruments signed by the Govermments of the Central
American countries on the occasion of the third special session of

the Committee are included in the form of anneies,

/Part One
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Part Ons

BACKGROUND DATA

On signing the General Treaty on Central American Economic
Integration in December 1960, the Governments of Guatemala, El Salvador,
Honduras and Nicaragua 1eft,the instrument in cuestion open for the
accession of any Central American'State not originally a party thereto,

At the same time; under the terws of resolution 105 (CCE), they urged '
the Govermnment of Costé Rica to accede,af the earliest possible date to
the General Treaty and to thé other agreements signed by them on the same
occasion and likewise left open for the inclusion of Costa Rica as a
Contracting Party.,. |

Sixteen months after the signing of these treaties and agreements,
the Goverrment of Costa Rica decided to accede to the General Treaty,
the Agreement establishing the Central American Bank for Economic
Integration and the Manggua Protocol on tariff equallzatlonn To this
end, it carried out the presliminary research and btudles necessary to
settle - in conformity with the procedures laid down in the above~-mentioned
agreenents -~ the specific points which had elready been dealt with in
relation to each of the signatory States and which still remained pending
in Costa Ricals case, . : .

In the General Treaty, the szgnatory States, while granting one
another free-trade treatment in respect of most of the products orlglna,ta.nb
in their respective territories, agreedrto establish a reglonal common
market and to take the necessary steps to bring'it'into full operation
within a period of five years and to ensure that it functicned satisfac-’
torily. Outstanding among these measures were the establishment of the
Central American import tar¢ £f, in accordance with the terms of the
relevant agreement previously 51gned, and the adoptlon of a Central American
régime of fiscal iﬁcentives to induétry;_ The Studies carried out in 1961
and 1962 under the Econoﬁic Infegrafioﬁ Programme were primarily directed
towards the attainment of these two objectives,

/As regards
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As regards tariff ecualization, the work in question entailed three
different sessions ol the Central American Trade Sub-Committee, This was
indispensable, first on account of the large number of tariff items on
which duties had to be equalized; secondly because it was necessary to
pursue, through egqualization, a tariff policy calculated to promote the
region'!s economic development; and thirdly owing to the increasing
campléxity of the tasks involved as the equalization process advanced,

Similarly, the drafting of a standard system of tax incentives to
irdustrial development called for three different meetings of the
ad_hoe Working Group established under resolution 85 (CCE)} of the
Central American Econcmic Co-operation Committee,

The draft protocol to the Central American Agreement on the
Equalization of Import Duties and Charges and the draft Central American
Agreement on Tax Incentives to Industrial Development, submitted to the
consideration of the Committee at its third special session, are the
outcome of eighteen months! activities on the part of the Central American
Trade Sub~Cormmittee and the Working Group mentioned above, with advisory
assistance from the ECLA secretariat and, since its establishment, from
the secretariat of the General Treaty, The final texts of both drafts
were prepared at the Consultative Meeting held at San Jose, Costa Rica,
from 16 to 21 July 1962,

With the adoption of these two new agreements, the Central American
Governments will have made substantial progress towards the fulfilment
of two requisites for economic integration, which became more imperative
than ever with the entry intb force of the General Treaty as from June 1961,
On the one hand, the system of incentives to the economic development of
the area and to the expansion of trade among the Contracting Parties will
have been perfected. On the other, new and important provisions will be
established to ensure, as far as tariff policy and the tax exemption
instrument is concerned, the elimination of possible sources of unfair
competition within the area and the maintenance of a proper balance &s

between the develomment of the various countries,

/Part Two



Part Two
THIRD SPECIAL SESSION OF THE COMWMITTES

Ao Membership, attendance and organization of work

The session was attended by delegations: from Guatemela, E1 Salvador,
Honduras, Nlcaragua, Costa Rica and Panama, Ropresentatlves of United
Nations organs, .of ‘the Organization of American Statés (0AS) ard of other
1nternatlonal and Central American bodies were also present° The

delegat:l.ons were composed as follows:.

(a) Delegations of member countries

Guatemala L
Chairman of the delegatlon' Jorge L. Caballeros, Mlnlster for
Economic Affairs; ;
Representative of the President of the Republlc. Julio Prado Garcia Salas,
Minister for Co-ordination of Central American Integration; -
Members: Mario Efréfq Herngndez Maldonado; Hugo Crdofiez; Oscar Cébar
Castillo; Gerardo Martinez Ramos; Luis F, Lépez Valdizén; |
Carlos A, Steiger;AGilberto I, Corzo I; Oscar Hené Chiu Fuentes;
- Joaquin Colina Campollo; Mario Rey Rosaj -Luis Antonio Dfaz
Vasconcelos; Gert Rosenthel; o

El Salvadon

Chairman of the delegation: Salvador‘Jéuregui, Minister for Economic Affairs;

Members: Victor M, Cuéllar Ortiz; Juan Adalberto Menjfvar; Ricardo Escoto;
Ricardo Garza Arriaza; Alfonso Moisé&s-Beatriz; Abrahem J. Siman;

Observer: José lixco;

Honduras

Chairman of the delegation: Jorge Bueso Arlas, Mlnlster for Economlc
and Financial Affairs; .

Members: Mario A, Renddn; Gautema Fonseca; Héctor Alfomso Pineda L.y -
José Vicente Dfaz Reyes; Ricardo Perdomo;

Advisers: Moisés Herrera; Luis Adalberto Figueroa Ponce; Zacarfas E. Bendeck;

/Nicaragua
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Nicaragug

Chairman of the delegation: Juan José Lugo Marenco, Minister for
Bconomic Affairs;

Members: Custavo A. Guerrero; Jorge Armijo MejZa; Gustavo &, Fernindez;

Manuel Castillo Jarquin; Carlos Gabuardi;

Chairman of the delegation: Rafil Hess Estrada, Minister for Economic
and Financial Affairs; ,

Members: Rodrigo Soley; Fernando Fournier; Mamuel Guevara; José Sancho;
Alvaro Sancho; Lino Vicarioli; Rigoberto Navarro Meléndez;
Francisco Terdn Valls; Rodolfo Trejos Donaldsonj Ronald Odio Herndndez;
Trino Araya; Carlos Yglesiasj; Rafael Angel Arguedas; Alvaro Jiménez;

(b) Delegation of Ponama

Chairman of the delegation: Jorge Ricardo Ribaj

Members: CGerm&4n Rodrfguez Jr,; Cuillermo Chapmany Rodrigo Nufiez}

(c) Permanent Secretariat of the General Treaty on
Cenbrol American Economic Integration (STECA)

Pedro Abelardo Delgadoj; Alberto Fuentes .liohr; Mauricio Baca Murioz;
Abraham Bennaton Ramos; Amilcar Martfnez Arguera;

(d) ObServetg

(i) Internstional agencies

International Labour Organisation (ILO) Livio 4, Costa

United Nations Food and Agriculture
Organization (FA0) Angelo De Tuddo

Madan lMohan Babbar

Antonio Gargurevich
International Monetary Fund (TMF) Jorge A, Montealegre

Sexgio Nicolau

International Bank for Reconstruction
and Development {IERD) Fawzi Habib

Crganization of American States (0AS) Alvaro Magafia

/Inter-American
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Inter-hnerican Develoment Bank (IDDJ Juan Angel Mifiez Aguilew
Laureano Hodrigo
Arturo Morales Flores
Rodrigo Botero

. Panel of Development Experts- of the
Alliance for PTogress (CEDAF) Manuel Noriega Morales

(11) Central American agencies

Organization of Central American
States (0CAS) Marco Tulio Zeledén

Guillermo Divila C,
Demetrio Gallegos

Victor Manuel Nieto Garey
Jorge Porras Zifiiga
Advanced School of Public Adminis- |

tration for Central America (ESAPAC) José Galvin Escobedo
Central American Research Institute : _
for Industry (ICAITI) ‘ Otto Je Stern

. Mario Dalponte
Central Amerlcan Bank for Economlc .
¢ntegrat10n {BCIE) Enrique Delgado
The session was also attended, on behalf of the Technical Assistance
Board, by the Regional Representatlve for Central America, Luis Marfe Ramfrez
Boettner; and on behalf of the United Natlons Informatlon Centre for Central
America, by Franklin E, Kozik, A _
The secretariat was represerted by the Director of ECLAYs Mexico
Offlce, Crlst6bal Lara Beautell, amd by Carlos HManuel Castillo, Deputy
| Director; Porfirio Mbrera Batres, of the Bureau of Technical Assistance
Operations (BTAO); Alvaro de la Ossa, José Tomds Zepeda and
Enrlque D:.ez--Canedoe . | - |
Rail Hess ESurada, Chalrman of the Deleﬂatlon of Costez Rica, was
elected Chairman of the se851on, and Jorge Bueso Arias, Cha;rman_of the
_delegation of Honduras, was‘elected Rapporﬁeur; - _
| The procee dings of the Committéé were condﬁcted in plénary meetings,
For the study of certaln aspects of the draft agreements te be con51dered
by the third special se831on, worklng groupS'were constltuied comprlslng

representatives of all delegations,

/Be A,genda
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B. Agenda

The Committe considerved the Provisional Agenda {B/CN.12/CCE/25))
drawn up by the secretariat and adopted it in its original form, the sole
exception being that under item 5 a new heading was incorporated to includs
discussion of Costa Rica's accession to the Managua Protocol on equalization
of import duties and charges,

In connexion with agenda item 7 (place and date of the eighth regular
session), the delepation of Nicaragua expressed the view that the Committee
should take that opportunity of considering for signature a first protocol.
to the Agreement on the Régime for Central American Integration Industries,
incorporating such industrial projects as might be ready in time for the
next regular session, even 1f there were countries that for one reason or
another did not submit projects for integration industries,

The delegation of Nicaragua likewlise requested that the third special
session then in progress should discuss the possibilities for a Joint
Central American policy vis-a-vis the Coffee Agreement that was being
prepared at United Nations Headquarters., The Commitiee decided not to
include this item on the agenda. It was considered at a.special session
of the Central American Economic Council held on 28 Julye.

It was decided that at a session of the Econumic Co=-operation Committee
in the near future attention should be devoted to the following points put
forward by the delegation of Guatemala:

(a) TFormulation of a Central American code of industrial standards;

(b} Establishment of a Central American tourist industry sub-committee
and of a regional tourist institute;

(¢) Trade relations between Mexico and Central America and, in general,
between Central America and the Latin American Free-Trade Assoclationg

(8) Application of the decimal metric system;

(¢) Study of wages in the Central American countiies,

Again at the request of Guatemala, it was decided that the Miristers
for BEconomic Affairs should consider the participation of the Central
American Economic Council in the work of reorganization of OCAS, in so far
as its economic aspects were concerned.

/The agenda



a5 Tollows:

1s
2.
3o
ba

5o

;u/ J q...u}._}\) u.‘)b/t) O, ‘,..

Yage ¥

The =zenda @Copted, with the single addition Zndicated above; was

Opening addresses

Election of Chaiiman and Rapporteur

Consideration and adoption of agenda ‘
Accession of Costa Rica to the Centrel American Commnon Market

(a)

(b)

Leccessicn of Costa Rice to the General Treaty on Central
American Economic Integraticn and to the Agreement establishing
the Central American Bank for Economic Integration

Adoption of measures for negotiation of the schedules of
gocds which will be subject under the General Treaty to
special interim régimes exempting them from free trade
between Costa Rica and the other member countries

Docunent s

o sk VR by

Nota de la secretarfa sobre la Tercera Reunién Fxtraordinaria

del Comit& de Cooperacién Econdmica del Tstimo Cenuroamerlcano

TE/Ci,12/C0E/255)

Nuta conjunta de la secrebarfa de la CEPAL v de la Secretaria
Permanente del Tratado General de Inbegra¢16n Econfmica
CenJrOdnehwcana, sobre la adhesidn de Costa Rica al. nercado ) _comin
centroamer1 cane (E/CN.12/CCE/256)

Instruments of Accession of Costa Rica to the General Treaty

on Central American Economic Integration and to the Agreement
establishing the Central American Bank for Economic Integration
(8/CN.12/657; E/CN.12/CCE/258/Rev,1)

Raference documunt8°'

General Treatly on Central Amerlcan FEconomic Integration
(E/CN,12/552)

Agreement eS+aDLIShlng the Central American Bank for
Economic Integration (E/CN,12/552)

Report of .the seventh session of the Central American
Economic Co-operation Committee (B/CN12/552)

Tariff equalization

(a)
()

Accession of Costa Rica to the hanagua Protocol on tariff
equalization

Consideration of the draft rrotocol to the Central American
Agreement on Egualization of Tmport Duties and Charges

/Dogumenis s
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Nota ce la secretarfe sohre la Tercera Reunidn Extraordinaria
del Comlue de Goomeracidn Fnonbmlca cdel Istmo Cenuroamerzcano
(h/CN 12/CGE/255)
Informe de la Reunibn de Consulta celebrada por los Gobiernos
Centroamericanos del 16 al 2L de julio de 1962
(E/CN.12/CCE/253/Rev,1)
Draft protocol to the Central American Agreement on Equalization
of Import Duties and Charges (E/CN,12/657; E/CN,12/CCE/258/Rev.l)
Informe de la Décima Reunidn del Sub-Comité de Comerc1o
Centroame icano (B/CN,12/CCE/23L) -
Informe de la Undécima Reunién del Sub-Comité de Comercic
CenLroamerlcano CE/CN.lZ/CGE/239)
Tnfo rme de la Duodécima Reunidn del Sub-Comité de Comercio
Centroamericane (E/CN.12/CCE/247)
Reference documents:
Central American Agreement on Equalization of Import Duties
and Charges {E/CN,12/533)
Protocol to the Central American Agreement on Bqualization

‘ of Import Duties and Charges (E/cN.12/552)
6o Bqualization of tex¢incentives-td indusfrial development

(a) Consideration of the draft Central -American Agreement on
Tax Incentives to Industrial Development

Documents:

Nota de la secreﬁaria sobre la Tercera Reunién Extraordinaria
del Comité de Cooperacién Econémica del Istmo Centroamericano
(BE/Cli,12/CCE/255)

. Informe de la Reunifin de Consulta celebrada por los Gobiernos
Centroamericanos del 16 21 21 de julio 1962 (E/CN,12/CCE/253/Rev,l)

- Draft Central American agreement on tax incentives to industrial
development (E/CN.12/657; E/CN,12/CCE/258/Rev,1)

Informes d2 las reuniones celebradas por el Grupo de Trabajo
sobre Eguiparacifn de Incentivos Hiscales sl Desarrollo
Industrial (E/CN,12/CCE/238/Rev.]; E/CN.l2/CCh/2AA/Rev.1

and E/CHN, 12/CCE/2L9/Rev 1)

Reference documents:

Notas de la secretarfas sobre la equ1pafac16n de irncentivos
. fiscales o1 desarrollo industrial (E/CN, 12/CCE/237 and
E/CN.lQ/CCE/QAB)

Leyes de Fomento Industrial de Centrosmérica (E/CN 12/CCE/2353
TAO/LAT/29)

Ts Place and date of the eighth session

8, Consideration and adoption of the report of the Rapporteur
O Closing meeting

/.
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Cs  Acgount _of proczedings

Aceession of Costa Rica to the

bt
-]

Central Americen Common Markeb

(a) Ceneral Treaty and Central American Bank for Economic Integration

During the session to which the present report relates, Costa Rica
acceded to the instuments establishing the Centiral American Common Market
to which it had net originally been a party. At the opening meeting,
the Goverrment of Costa Rica signed instruments of accession to the
General Trealy on Central American Economic Integration and to the
Agreemernt establishing the Central American Bank for Economlce Integrationgi/
In addition, as a result of the proceedings of the Committee, it acceded
to the Protocol on tariff egualization signed at lManagua by the other
four Central American countries, Costa Rica thus becomes a party to all
the Central American agreements on economic integration, since it had
previously cigned the Multilateral Treaty on Free-Trade and Central
American Econcmic Integrations The Central American Agreement on
Equalizaticn of Import Duties and Charges; the Agreement on the Régime
for Central American Integration Industries; and cother pacts concluded
by the Central American couwriries,

The instruments signed at the third special session by Costa Rica,
which signify its membership of the common market, include the necessary
commitmerncs to negotiabte with the other Central Americen countries the
schedules of goods subject to the specilal interim régimes exempting them
from total free-trade treatment as referred to in article IV of the
General Treaty. The Govermment of Costa Rica thus undertakes te begin
the relevant negotiations with the other Contracting States and to pursue
them vnintervuptedly until the requisite protocol has been sighed between
them, Both instrumernts - that of Costa Ricgis accession to the General
Treaty and the supplementary protocol to be signed by the five Governments .

will enter into ferce as from the date on which the latter comes into effect,

1/  See amnex A,

/The instrument
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The iluslinmcnt whercby Gosta Rlca acuaedes to whe Central Anerican
Bank for Zeonomic inteszration will enter inbo force on the date when tha
relevant insvrument of ratification is deposited by Costa Rica.

His Excellency, the President of the Renmullic of Costa Rica,

Mr. Francisco J. Orlich, was present at the act of accessions he pointed
out that his Govermment was thus honouring its:pledge to Costa Rica to
see that the country continued to ﬁaftibiﬁate fadly in the regional
~economic integration prograrmne,

‘The -Government of Costa Rica, through the Minister for Economic
and Financial Affairs, -stressed the need for the progress of economic
integration to be furthered by more and more flexible and efficacious.

- mechanisms, and for the cultivation of an increasingly Central American
rather than a merely national approach to the regionts develorment
problems, _ _ 7

- On behalf of the other delegations, the Minister for Tconomic Affairs
of the Repablic of Nicaragua, as Chairman of the Committee, stressed the
vital importance of the solemn act with which the third special session

3

of the Coumiltee had been inaugurated,

(b) Specizl trade répimes

Complete accession of Costa Rica to the lManagua treaties entails the
determination of the interim régimes of exemption from free-trade treatment
contemplated in article IV of the General Treaty, as between Costa Rica
and each of the other Centracting Parties, These régimes are negotiated
bilaterally by palrs of countries and are endorsed at the mulitilateral
level, The Comnittee decided to expedite the process of completing
Costa Rica’s accession as rapidly as possible, To this end, during the
third special session negotiations were begun, and schedules of the goods
which would be subject to the régimés in question were exchanged, on the |,
undérstanﬂing that these negotlations would subsecuently be pursued until,
by October 1962, a multilateral agreement was established on the goods o
‘which the interim régimes are to be applied., The Committee also decided
that the relevant dralt protocol should be submitted to the Governments and,

if appropriate, signed by them, at a special session to be held during

/the second
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the second half of October 1962, The foregoing decisions found expression in
resolution 109  (CCE), "Accession of Costa Rica to the Central American Common
Market",

(¢) Accession of Costa Rica to the Manasus Protocol on tariff
equalization

During the third special session the Govermment of Costa cha infofmed o
the Committee of its decision to accede as soon as possible to the‘PTopocol -
on tariff equalization signed at Managua by the Govermments of Guatemaia,
Honduras, El Salvador, Nicaragua._Thé intention of the Govermment of Costa Bicg-‘
was to adopt in their entirety'the uniform levels previously agreéd,upon b& the
Contracting Parties, as well as each and all of the provisions of the above- o
mentioned Protocol, It was necessary to establish ‘for Costa Rica, wlth
reference. to the progressive equallzatlon of duties, the initial tarlffs and
the tariffs applicable in each year of the interim period, To this erd, the
requisite negotiations were conducted in the course of the third special
session, The tariff items for which immediate egualization had been agreed
upon by. the other countries but which Costa Rica wished to adopt progressively
were also negotiated, As a result of the proceedings, the Committee decided to
recomnend to the Govermments for their signature the protocol formulated in the
course of the session. In all, Costa Rica adopted for progressive equalization
nineteen of those tariff items ia respect of which immediste equalization had
previously been decided on, At the same time, seventeen of the items for which
progressive egualization had been agreed upon by the other Contracting Parties
were adopted for immediate equalization by Costa Rica, The interim periods for
Costa Rica will also begin on the same date as was established by the other
Contracting States in the Managua Protocol., _ |

The protoenl formulated by the Committee appears as annex B to the
present regort, Tan this connexion, resolution 120 (GCE) - "iccession of
Costa Rica to the Managus Protocol on tariff equalization" - was adopted.

2, Tariff equelization

The backgroind documents available for the study of this agenda item |
included the report of the Consultative lleeting, the draft protccol which
it had formulated and the schedules ﬁegotiated since the tenth session of the
Trade Sub-Committee, as-well as the ECIA secretariat studies on goods requiring
additional background data before equalization was attempted, d
/The Conmittee
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The Committee considered 632 tariff items, for 603 of which standard
tariff levels were agreed upon., Of these, 524 were adopted.for immediate
equalization and 79 for equalization on a progressive basis,

The Protocol to the Agreement on tariff equalization formlated by
the Committee at the present third special session - the "San Jose Protocol" -
and recomnended by it to the Govermments for their signature, contains, in
addition to the usual general brovisions, a chapter comprising speciél |
clauses relating to milk products, another on unfair trade practices and
a third on amendments tc the Managua Protocol,’ i

In the chapter on millk products, a system of impért quotas for
powdered milk is established, These quotas are determined in such a w&jh
as to ensure that Central American production plus the sum total of imports
will completely satisfy'the'existing demand forlpowdéred milk in the market
of each of the Contracting States, The amount of the quotas is fixed in
relation to commercial consumptioh in each country, Imports of goods
intended for aid and welfare programmes outside the svhere of commercial
consumption are excluded from this guota system, Consequently, Goverrments
will be able to import or to authorize the importation of powdered milk for
non~coumercial purposes without any regard for whatever cquota may have been
fixed for each individual country. The quotas are of a non-cumulative
character and must be taken up within the periods for which thej are
authorized, Provision is made for adjustment procedures.to cope with
production shortages amd to safeguard consumer interests, With this last
end in view, the Committee decided to include ih the agreement a clause
stipulating that the Executive Council should continue to estaklish import
guotas even when Central Americats own output became sufficient to cover
all the requirements of the regional market, These quotas were not to
exceed 15 per cent of each country's commercial consumption of powdered

The Committee considered the measures that would be recuired to control
unfair trade practices in respect of goeds whose importation from outside
the area was prejudicial to the interests of Cenbral American productions
Special attention was devoted to the question of goods imported at prices

[lower than
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lower than their normal value, and to export subsidies, It was decided
that, in the above-mentioned cases, the Executive Council would give a
ruling in accordance with the principles and definitions established in
the General Treaty on Economic Integration., If unfair practices were
shown to exist, the Executive Council itself would fix the appropriate
penalties, and its decisions would be bindiﬁg on all member countries,

The chapter on amendments in respect of the tariff items agreed
upon in the Managua Protocol comprises only a change in the progressive
system applicable to three tariff items and in the level agreed upon:
for one of these,

The delegation of Nicaragua pointed out that the machinery, equipment
and capital goods tariffs had been equalized at relatively low levels,
In its opinion, higher duties thaﬁ those agreed upon should be assigned
to capital equipment in the Central American common tariff, This would
provide the Central American area as a whole with a valuable instrument
for the subsequent formulation of a Central American trade policy
visra-vis other countries or groups 6§ countries at a higher level of
development.-‘ o . |

The delegation‘éf Costa Rica requested that the present report
should place on record its decision to propose, at the earliest opportunity,
the renegotiation of the standard duties that had been decided upon in the -
Agreement on Equalization of Import Duties and Charges, signed at San José,
Costa Rica, in 1959, in reSped£ of the following tariff itemss:

081-09-01 Animal feeds mixed with chemical and biological prodacts such
as bone meal, dried blood, etc,

081-09-02 Food wastes and prepared animal feeds, n.e,s,

099-09-03 Yeasts and leavens of all kinds, in any form, except those
for pharmaceutical use and enzymes,

Similarly, the delegation of Costa Rica requested that note be taken
of its inability to raise the initial tariff for cement on the present
occasion, for want of sufficient background data on which to base its
decision,. but offered to increase it in the future should such a step

prove feasible when the necessary studies and research had been carried out,

/During the
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During the discussion of equalization problems, several oelegations
pointed out that sufficiently flexible procedureé for altering the’
standard duties when it became essential did not yet exist, and would
have :to be devised, ST '

hs a result of the negotlatlons conducted durlng the present
third special session, the Central American common tariff is virtually
complete.- Briefly, between the signing of the basic equalization agree--
ment and the date of the session, 1,220 tariff items, representing -

95 per cent of the total tariff, were equalized,” Only in respect of

56 tariff items-is equélization still pending., In the San José Protocol
the Central American Govornments undertake to equallze ‘these not later
than one year from the date of enfry into force of the instrument in
question,  -Most of the items outstandlng are those in respect of which
equalization presents the greatest difficulties, and will call for
detailed technical and economic studies whereby standard dutles ‘that. will
meet these difficulties can be determined, Thé items Stlll pendlng
include electric light bulbs, which the Committee discussed at length
without reaching agreement on the tariff level that might be established.
The delegation of El Salvador said that the industry‘in‘ouosﬁioh wWas . -
important for the development of Central America, and sﬁggesté& that the
Central American Governments_should‘establish special provisions defining
the trade régime applicable to its products during'tﬁo initial phase of
its development, as wall'ao'méasures conducive to thé gbodual manufacture
in Central America of parts which to begin with would havo to be: 1mported.

The , protocol on equalization formulated during thls third session
is reproduced as annex C of the present report. In‘this connexion, .
resolution 111 (CGE) was'adopted' "Pnotocol to the Agreement on Fquallzat;pn
of Import Duties and Charaes“("San Jose Protocol") -

3. Tax incentives to 1ndustrla; evologggnt

In con51der1ng thls 1tem the Committee had before it the reports
of the three meetings of the horklng Group on the subjéct, and the
conclusions. of the Tonsultative Meeting. The Committee devoted special
attention to the.chapters of the Treaty referring to regional co~ordination
in the application of the Treaty, and to the provisions aimed at introducing

/consistency into
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consisiency”intb the Benéfits éﬁjbyed by industrial enterprisés under
national legislatinn on devélopment, both as regards the legislation
of the various countries, and in relation to the benefits accorded by 5
the Treaty. .
With respect to the flrst point, the Committee agreed. that the
description and cla551f1cat10n of industries.should be made on a

completely Gentral American basls within a period of not more than gseven =

years from the’ date pf entry into force of the Agreement, The Agréecment
also'includes special provisions to deal with the difficulties that may
arise for industrial enterbrisés during the interval before the hgreement
on Tax Incentives to Industrial‘gevelopment can be applied on a.fully
regional ba51s. . "

The Committee decided that enterprlses that came under national”
development legislation would contlnue to enjoy the benefits they derived
from such legislation, except as regards customs exemptions on bulidlng
materials, In any case, such gnterprlses might ask to be reclassified-

in accordance with the Agreement,

' The ‘enterprises that did not opt for reclassification, and which ~ ~+ *

should Bé classified in group C;-would continue to enjoy the benefits
conferred by natlonal legislation, except for dispensations from payment
of duty on 1mports of bulldlng materials. Since exportation of their
products w1th1n the Common Market might place other enterprises producing
the same goods at a disadvantage if they. were receiving a lower rate of
benefits, it was prov1ded that such exports would be considered as
subsmdlzed, and therefore subgect to the provisions of article XI of the
General Treaty. ‘ ‘ : )
Furthermore, the Agreement drawn up involves two -important criteria
for scallng the exemptlons granted ‘in the light, firstly, ‘of the manpcwer
employed by the industrlal enterprlses, and secondly, of the: prlnc1ple ‘
of a balanced economlc development as between the countries that ‘belong
to the Central Amerlcan Common Market. In view of the importance for the
Central hmerican economie$ of absorbing manpower, it is laid down in the
Agreement that enterprises that meet the requirements for group B can

receive the maximum exemptions, granted to group 4, and be classified as

/belonging to
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belonging to the latter, if they employ a labour force whose cost
represents a large proportion of the total cost of production; this
percentage to be determined by the permanent secretariat of the General
Treaty on the basis of studies on the subject requested by the Central
Amgrican Research Institute for Industry (ICAITI).

As regards the second point, account was taken of the fact that the-
various Central American countries differ with respect to the facilities
that can be provided for new industrial investment, When the Committee
discussed this point, the view prevailed that the principle of balanced
economic development, that had been part of the integration programme
fram the outset, should be introduced somewhere in the Agreement, For this
purpose a special provisional article was added, enabling Honduras and
Nicaragua to extend the period of certain exemptions for industries in
groups A and B. When this point was discussed it was pointed out that
the best method of redressing the imbalance in the development of the
various countries was a regional economic development plan,

A number of alternatives and implications were considered with respect
to the reimbursement of taxes paid on imports of raw materials, containers
and semi-processed goods used in the production of articles for export
outside Central America., It was decided to include in the Lgreement a
provision of a general nature, applicable to products of both classified
and unclassified enterprises, to allow member States to make such
reimbursements without this being regarded as infringing the equality
of benefits aimed at, The Committee unanimously agreed that to adopt
this provision would not prejudge, in elther sense, the interpretation of
the articles of the General Treaty relating to export subsidies and to
unfair trade practices within the Central American region,

With respect to the chapter of the fLgreement providing that the
Contracting Parties shall sign a special protocol relating to assembly
industries, the delegation of Costa Rica asked that the report should
mention the Committee's view that the tax incentives granted to assembly
plants before the entry into force of the Agreemént, under national

legislation, would remain in force and not be affected by the provisions

Jof the
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of the last paragraph of the seventh provisonal article with respect to
article 47, the Committee considered that the regulations referring to
the Agreement on Tax Incentives should be agreed on a multilateral basis
and adopted by each of the Contracting Parties in accordance with thedr
individual legal and constitutional rules, The delegation of Honduras
intimated that in its view the regulations should be the subject of a
separate protocol signed by the Contracting Parties to the Agreement,

The delegation of Guatemala requested that its proposal be recorded
to include in the Agreement an allocation of 2 per cent of the exempted
duties for the purpose of vroviding financial support to national centres
of industrial production., The proposal was not adopted,

Exemptions apblicable to enterprises producing pharmaceutical products
and medicines were regarded as a special case,  The Committee exemined a
draft provision intended to exempt such enterprises, whether already existing
or established at a later date, for a period of ten years, from the paymert
of duties on raw materials, machinery and equipment, semi-processed goods
and fuels, The Committee decided not to act on this proposal, on the
grounds that it did not have sufficient information on which to base a.
decision, .

However, the economic and social importance of the activity in
question was recognized, and it was agreed to include in the Agreement
an undertaking by the Contracting Parties to sign a protocol on the subject,
to be considered at the Committee®s next session. For this purpose the
Ministers of Economic Affairs, in their capacity as the Executive Board
of ICAITI, recommended that that body should undertake the technical
studies required for drafting such a protocol,

In concluding its examination of the Agreement of Tax Incentives,
the Committee decided to recommend to Governments that between the date
of the signing of the Agreement and the date of its entry into force,
they should endeavour, in grenting tax benefits under their national legis~
lation, to bring these benefits into line with the terms of the hgreement,

especially as regards the amount and period of the exemptions,

/e text
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The text as drafted by,the Comittee includes tax'benefits that are
broader than those conta{ned>in the'Draft Agreeméht 'When this point -
vas discussed, various representatlves exprecsed the view tHat such
benefits should lead to lower prices to the consumer, snd to hlgner '
wages in the. industries receﬂv1ng ‘the beneflts. o

The Agreement as drafted by the Commlttee appears as annex D of -
the present report. Tbe follou1ng reuolutlons vere adopted on the subgects :
112 (CCE), “Central American Agreement on Tax Incentives"; 113 (CCE) -
"Granting of tax incentives under national iégislation“ and J14(CCE) " Tax
incentives to ths menufacture of pharnaceutlcel products and medlCines"

. ._ - | o Pt L i

SOy R69£riction%jggm§:§de

‘Wlth a v1ew to énsuring normal competition in the Common Market, .
and av01d1ng practices 'in réstraint of international trade between the -
various countrles, ‘the¢ Cormittee considered a number of ways of preventlng
practices arrangEments ‘or agreements on the part of industrial or
commercial enﬁerprlses ténding to distort or restrict the free trade that

TN,

the Central hmerican States have accorded one another, i

The Commlttee attached the greatest importance to flndlng effectlve ‘
mesns of preventing such practices, but considered that it was essentlal
that the necessary econcmic studies and research should be carrled out
first, Por this purpose they agreed to ask :‘the permanent secretarlat of
the General Treaty and the ECLL secrstariat to undertake the stgdles in
question and to prepare a draft protocol to the General Treaty on this
subject, . : ‘

On this question the Committee adopted resolutlon 115 (CCE),

"Restrictions on inter-Central American trade",

5. ©Other business

The Government of the”DéminiCan”Republic'sent-the Committee a
message expresing its great intérést in the work of the present session,
and in the process of Central American integration, and its wish for cleser
economic ties with the other countries of the region. The Committee
welcomed the message, and expressed its sympathy with the Dominican Republiels
desire for closer ties, :
/In concluding
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In concluding the work of the session, the Committee stated that
if the technical and economic studies relating to integration industry
projects were concluded in time, they would be conslidered at the
Committeets eighth session, with a view to preparing a protocol te the
Agreement on the Régime for Central American Integration Industries,
For this purpose it asked the permanent secretariat of the General
Treaty to proceed with the necessary procedures and studies, and asked
the assistance of the ECLA secretariat in preparing the relevant protocol

or protocols,

6. Date and place of the next session

It was decided to hold the eighth regular session of the Cormittee
at San Salvador during the last quarter of 1962, In this connexion the
. Committee adopted resolution 116 (CCE), "Date and place of the next session”,

7. Votes of thanks

The Committee expressed its deep gratitude to the Government of
Costa Rica for the facilities and assistance made available for the session,
to the Chairman of the Cammittee for his efficient conduct of the proceedings,
and to the Rapporteur for the report he had presented, The Committee
passed a special vote of confidence and thanks in appreciation of the
contribution and valuable assistance given by the secretariat of ECLA in
the work done at the session, and throughout the process of Central
American integration, It also expressed its gratitude for the work done
by the permanent secretariat of the General Tresty. Lastly, it extended
its thanks to the Advanced School of Public Administration for Central
America (ESAPAC) for the facilities provided for the session,

/Part Three
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Part Thres
RESOLUTIONS ADOPTED

Contents

Accession of Costa Rica to the Central fmerican Common Market
(resolution 109 {CCE))

Lecession of Costa Rica to the Managua Protocol on tariff equalization
(resolution 110 (CCE))

Protocol to the fgreement on Equalization of Import Duties and Charges
(San José Protocol) (resolution 111 (CCE))

Central American Agreement on Tax Incentives
(resolution 112 (CCE)).

Granting of tax incentives under national legislation
(resolution 113 (CCE))

Tax incentives to the manufacture of pharmacsutical products and medicines
(resolution 114 (CCE))

Restrictions on inter-Central fAmerican trade
(resolution 115 (CCE))

Place and date of the next session
(resolution 116 (CCE))

/ACCESSION OF
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ACCESSION OF COSTA RICA TO THE CENTRAL AMERICAN COMMON MARKET

109 (CCE) Resolution adopted on 30 July 1962
E/CN,12/CCE/259)

The Central American Economic Co-operation Committee,

Considering that the Republic of Costa Rica, by virtue of the

instruments signed by its Government on 23 July 1962, is a party to the
General Treaty on Central American Economic Integration and a member of
the Central American Bank for Economic Integrationy

Taking into _account the instrument of accession of Costa Rica to the

Protocol to the Central hAmerican Agreement on Equalization of Import
Duties and Charges signed at Managua on 13 December 1960, and reccmmended
in resolution 110 (CCE) for signature by Governments;

Congratulates the Government of the Republic of Costa Rica on its

supremely significant and historic decision to accede to the treaties
establishing the Common Market, and expresses its deep satisfaction that
by this means the scope of the area!s economic integration movement is
enlarged to include the whole of Central hmericaj

Declares its firm intention to embark forthwith upon the studies
required in connexion with the accession of Costa Rica to the General
Treaty, and to complete them within the shortest possible space of time; and

Decides:

1, To initiate, in the course of the third special session, the
necessary bilateral negotiations for the purpose of drawing up the schedules
of goods which will be subject to interim régimes of exemption from free-
trade treatment, between Costa Rica and each of the cther Contracting
States and to pursue these negotiations uninterruptedly until the schedules
are established at the multilateral level in a protocol to be submitted
to the Central American Governments for their consideraticn andeignature;

2, To recommend to Govermments that during the first week of
October 1962 a consultative meeting of government officials conduct the
first multilateral negotiation of the schedules of goods subject to interim
régimes of exemption from free<trade treatment between Costa Rica and each
of the other Central American countries, so that the protocol in which
these régimes are to be established may be signed by the five Governmenbs

during the second fortnight in October 1962,
/BCCESSION OF
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ACCESSION COF COSTA RICA TO THE MANAGUA PROTOCOL ON TARTFT BEQUALTZATTON

110 (CGE) Resolutlon adopted on 30 July 12
(E/m iﬂctm? 260

The Central Amerlcan Econom1c Go—o eratlon Committee,

Gonsidering" P .

(a) that the Protocol to the Central Amerlcan Agreement on
Equallzatlon of import Dotles -and Charges, signed at Managua on

13 December 1960, is open for the accession of any Central kmerican
State which is a Party to the aforesaid hAgreement; '

(b) that Costa Rica signed the abovemmentloned Agreement relatlng
to tariff equallzatlon on 1 September 1959,

(¢) that during the current third special session the Committee has
discussec and agreed upon the procedures for pgtting'ita-acceSSionziﬁto
effecf, o B '

Dec1des t6 recommend to-Governments that on the occasion of this
third SPGClal session of the-Central American E00n0m10 Co—operatlon
Committee, the representatives of the Contracting States, 1nvested w1th
full powers to that end, proceed to sign, in the City of San José, Costa
Rlca, the instrument of accession of Costa Rica ‘to the Managua Protocol on

tarlff equallzatlona

/PROTOCOL TO
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PROTOCOL TO THE AGREEMENT ON EQUALIZATION OF IMPORT DUTIES
AND CHARGES ("SAN JOSE PROTCCOLM)

111 (CCE) Resolution adopted on 30 July 1962
T (B/CN,12/CCE/281)

The Central ftmerican Econcmic Co~ogeratlon Committee,

Considering:
(a) that by virtue of article I of the Central American Agreement

on Equalization of Import Duties and Charges and article II of the

General Treaty on Central American Economic Integration, the Central

American States undertook to set up a uniform import tariff consistent

with the integration and economic development of Central iLmericay
(b) that the free~trade régime established in the General Treaty

on Central American Econdmic Integration has been in fofcelsin;e June 19613

(c) that it is necessary to complete the conétitution of the

common market and thus promote the development of Central hmerica and

the expansion of inter-Central Lmerican trade; ‘:
.Bearing in mind the proceedings of the Central Amerlcan Trade Sub~

Commlttee at its tenth, eleventh and twelfth sesslons, and the findings
of the Consultative Meeting which preceded the prebent.58351on,

Decides to recommend to the Governments that on the oc03531on of
the current third special session of the Central ftmerican Economic
Co~-operation Committee, the representatives of the Contracting States
invested with full powers to that end, &ign, in the City of San José,
Costa Rica, the Protocol to the Central America Agreement on Equalization
of Import Duties and Charges (ths "San José Protocol"),

/CENTRAL AMERICAN
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CENTRAL AMERICAN AGREEMENT ON TAX INCENTIVES

112 {CCE) Resolution adopted cn 30 July 1962
(E/CN.12/CCE/262)

The Central American Economic Co~operation Committee

Considering that, given the conditions existing in a common market

such as that of Central America, it is essential to ensure equality of
tax benefits to encourage industrial growth, in accordance with the
concept of balanced econamic development, soc as to ensure industrial
investment with due regard to the real economic situation of the yarious
countries;

Bearing in mind the achievements of the VWorking Group set up by

the Committee in resolution 85 (CCE) to tackle this problem, and the

findings of the Consultative Meeting, as well as the text of the relevant
draft formulated in compliance with article XIX of the General Treaty
on Central American Economic Integration; |

Decides to recommend to Governments that, on the occassion of this
current third special session of the Central American Economic GCo-operation
Committee, their representatives, invested with full powers to that end,
sign in the City of San José, Costa Rica, the Central American Agreement
on Tax Incentives to Industrial Development emanating from the present

sessione

/GRANTING OF
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GRANTING OF TAX INCENTIVES UNDER NATIONAL LEGISLATION

113 (CCE) Resolution adopted on 30 July 1962
(B/CN,12/CCE/263 )

The Central American Economic Co—operation Committee,

Bearing in mind the Central American hgreement on Tax Incentives

to Industrial Development, which resolution 112 (CCE) recommends Govern-
wents to sign,

Considering that the baslic objectives of the Agreement in question

are the establishment of equality between the Contracting States in

respect of the tax benefits to be granted in the future to the manufacturing
industries, and the co-~ordination and reconciliaticn among them of the
situatiun as regards the benefits already granted under national legislation
on industrial develcpment;

Decides to reccmménd to the Governments that until the Central
American Agreement on Tax Incentives enters into force, they should
endeavour, in applying their national legislation, to conform to the
provisions of the said kgreement, especially as regards the amount and

pericd of the benefits granted,

J/TLX. INCENTIVES
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(IAX INCENTTVES 70 THG MANUFACTURE OF PHARMACHUTICAL
PRODUCTS AND. MEDICIWES

1lh (CCE) Resolution adopted on 30 July 1962
(B/0N, 19/003/264)

" The Central Economic Go-operation Commlttée,'
Considering:
(a) That it is in the interests of Central fmerica to establish

industries for the manufacture of pﬁarmaceutical products and medicines,

on a sound economic basis which will ensure for their production a high
value added; | ' |

(b) That this would meke it possible to supply the Central American
common market in reasonable conditions of quality and price, to raise the
level of skill of the labour force of the member countries and, in time,
to make more use of the region's natural resources;

(¢} That in the Central American Agreement on Tax Incentives to
Industrial Development the Contracting States have undertaken to sign
a protocol specifying the regime of tax incentives that shall be applicable
to enterprises manufacturing pharmaceutical products and medicines;

Decides?

1. To request the Central American Research Institute for Industry
(ICAITI} to undertake the necessary technical studies and indicate the
various items that should be included in a protocol setting forth the
régime and procedures for tax incentives applicable in the member countries
to enterprises manufacturing pharmaceutical products and medicinss,

2. To study the draft protocol in question, at the Committeels eighth
session, in the light of the technical studies carried out by ICAITI, with

& view to its signature by the Governments on that occasion,

/RESTRICTIONS ON
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RESTRICTICNS CN INTER-CENTRAL AMERICAN TRADE
B 115. (CCE) Resolution a&o’pted on 30 July 1962

(6/CN. 12/ CCE/ 285

The Central American Economic Co-operation Committe,

ansiderigg‘that practibes,‘afrangemehts or agresements among
commercial of_industrialuenterprises tending to restrict competition or
limit ﬁrade among the Central American countries are contrary to the
purposes pursued in the Economic Integration Programme;

Decidss to request the permanent secretariat of the General Treaty
and the secretariat of ECLA to undertake the necessary studies and research
for the formulation of a draft protocol to the General Treaty defining the
situations that constitute practices in restraint of competition, rscom—~
mending the penalties and measures applicable in such cases, and indicating
other provisions on the subject that could be adopted at the regional level,

/PLACE AND
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PLACE AND DATE OF THE NEXT SESSION

116 (CCE) Resolution adopted on 30 July 1962
(E/CN,12/CCE/266)

The Central American BEconomic Co-~operation Committee

Decides to thank the Govermment of El Salvador for its invitation
to hold the Conmittee'!s eighth session, which is to take place during
the last quarter of 1962, in the City of San Salvador, and to ask the
ECLA secretariat, in consultation with the Govermments, to set the date

of the session.

JArnex A
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ACCESSION OF COSTA RICA T0 THE GENERAL TREATY ON
CENTRAL AMERICAN ECONOMIG INTEGRATION

The GOVernment of the Reggbllc of Costa Rlca, SN
- Beldeving that the ecoromic integration of the Central American countries

constitutes the most efficacious means of promoting the future ..
development of the area as a whole and-of each individual country,
and of raising the standard of living of their peoples,

Considering that Costa Rica has participated along with the other
Central American Governments in the activities that have been
pursued since 1951 with a view to the achlevement of economlc
integration, and to this end has signed the Mnltilateral Treaty on

- Free Trade and Central American Economic Integratlon, the Agreement
on the Régime for Central American Integration Industries and the
“Central American Agreement on Enuallzatlon of Import Duties and Gharges,
earigg 1n mlgg that under the terms of 1ta article XXXIII the General
Treaty on Central American Economlc Integratlon rémains Open for
" ‘the accession bf any CentraI Amerlcan State ot orig;nally a party
thereto'” o
Has deelded as follows.

Article I

The Goverrment of Costa Rica accedes, by means of the present _
Instrument, to the General Treaty on Central American Economic Integration,
signed on 13 December 1960 by the Govermment of Guatemala, El Salvador,
Honduras and Nicaragua,

Article II

The Goverrment of Costa Rica and the other contracting States shall
establish by mutual accord the schedules of goods which will be subject
to the special interim régimes of exemption from free-trade treatment
referred to in article IV of the General Treaty.
/Article III
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Article IIT

In compliance with the provisions of article II above; the
Government of Costs Rica shall initiate the relevant negotiations
with the other States parties to the General Treaty, and shall pursue
them uninterruptedly until the necessary protocel has been signed in
coﬁjun&tion with those States establishing, in respect of Costa Rica,
the schedules of goods, by pairs of countries, which are to be
incorporated in ammex A of the General Treaty, together with the trade
régime applicable to such goods, -

Article IV

-This instrument shall be subtmitted for ratification in conformity
" with the pertinent constitutional and legal regulations in force in
Costa Rica, When the corresponding instrument of ratification has been
deposited with the General Secretariat of the Orgahizatioﬁ of Central
American States, the present Instrument shall enter into force on the
same date as the protocol referred to in article III above,

In witness whereof, the Minister for Economic and Financial Affairs of
the Republic of Costa Rica, invested with full powers, signs the
present Instrument in the City of San José, capital of the
Republic of Costa Rica, this twenty-third day of the month of
July nineteen hundred and sixty-two,

For the Govermment of Costa Rica:

Rall Hess Estrada
Minister for Economic and Financial Affairs

/ACCESSION OF
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ACCESSION OF COSTA RICA TO THE AGREEMENT ESTABLISHING THE
CENTRAL AMERICAN BANK FOR ECONOMIC INTEGRATION

The Goverrment of the Republic of Costa Rica,
Bearing in mind that the Agreement establishing the Central American Bank

for Economic Integration remains open, under the terms of its
article 35, for the accession of the Republic of Costa Rica,
Has decided as follows:

Article I

The Goverrment of Costa Rica accedes to the Agreement establishing
the Central American Bank for Economic Integration, signed by the
Goverrments of Guatemala, El Salvador, Honduras and Nicaragua, on
13 December 1960,

Article II

The present Instrument shall be submitted for ratification in
conformity with the constitutional and legal regulations in force in
Costa Rica, and shall enter into force on the date of deposit of the
pertinent instrument of ratification with the General Secretariat of
the Organization of American States.

In witness whereof, the Minister for Economic and Financial Affairs of
the Republic of Costa Rica, invested with full powers, signs the
present Instrument in the City of San José, capital of the
Republic of Costa Rica, this twenty-third day of the month of
July nineteen hundred and sixty~two,

For the Govermment of Costa Rica:

Ra\il Hess Estrads
Minister for Economic and Financial Affairs

/Annex B
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. PROTOGOL OF ACCESSION OF COSTA RICA TO THE PROTOCOL
ON EQUALIZATION OF IMPORT DUTIES AMD CHARGES :
SIGNED AT MANAGUA ON 13 DECEMBER 1960

The Governments of the Republics of Guatemala, El Salvador, Honduras,
Nicaragua and Costa Rica, -

Bearing in mind that the Goverrment of the Republic of Costa R;ca ia a

. party to the Central American Agreement on.Eoualizatlon of Immort
Duties and Charges,
Considering that the Protocol to the Central American Agreement on
Equalization of Import Duties and Charges 51gned at Managua on
13 December 1960 remains open to accession by any Central American
State that is a party .to.the Agreement afbresald, as established
in article VIII of the above-mentioned Protocol,

Have decided to sign the present Protocol, and for that purpose have
appointed as their respective plenipotentiaries:

His Excellency The Pre51dent of the Republic of Guatemala:.
' Jorge L. Caballeros, Minister for Economic Affairs, and N
Julio Prado Garefa Salas, Minister for Co-ordinating Central American
Integration

His Excellency The President of the Republic of Bl Salvedor:
Salvador Jiuregui, Minister Tor Economic Affairs;

His Excellency The President of the Republic of Hondurasi
Juan Bueso' Arias, Minister for Economic and Financial Affairs;

His Excellency The President of the Republic of lMiearagua:’
Juan José Lugo lMarenco, Minister for Economic Affairs, and
Gustavo A. Guerrero, Deputy Minister for Economic Affalrs,

His Excellency The President of the Republic of Costa Rica: o
Radl Hess Estrade, Minister for Economic and Finaneial Affairs;-

who, having exchanged their respective full powvers, found in good and due

form, have agreed as follows:.w A

Article I

Costa Rica, as a Contracting Party to the present instrument, adopts
all the provisions contained in the Protocol to the Central American Agreement
on Equalization of Import Duties and Charges and the annexes thereto, signed
at Managua on 13 December 1960, by Guatemala, El Salvador, Honduras and
Nicaragua, and hereinafter called the Managua Protecol, in conformity with
the terms of the following articles.

Ihers o vy
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Article IT

Costa Rica adopts forthwith the tariffs and tariff nomenclature
specified in Schedule A of the Managua Protocol, except in respect of
those items which will be adopted by Costa Rica for progressive equallzatlon,
in accordance with the provisions of amnex 1 attached to the present -
instrument axd forming an integral part thereof.

Article IIT

Costa Rica adopts the standard duties specified in the Managua
Protocol, Schedule B, column I, and:- the tariff nomenclature established

therein,

Article IV
The initial tariffs fbr Costa Rica shown in amnex 2 are added teo
the Managua Protocol, Schedule B, column III,

Article V

The tariffs applicable by Costa Rica during the interim period,
which are given in amnex 3, are added to Schedule B of the Managua Protocol

as annex 5,

" Article VI

This Protocol shall be submitted for ratification in each State
in conformity with their respective constitutional or legal procedﬁres.

The irstrmments of raiification shsll be deposited with the General
Secretariat of the Organization of Central American States, The Protocol
shall entar into forcs. for ths first three coutries to deposit the
instrument of raiificaion, elght days after th- date of deposit of the
third suclh: instrinent cna, for countries acceding thereafter, on the
date of deposit of thein» respective instiuvments of ratification.

| fbrticle VI
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Article Vifw—e——

The General Secretariat of the Organization of Central -'Aﬁéfican
States shall be the depositary of the present Protocol, and shall
send authenticated copies thereof to the Ministry of Foreign Affairs
of each of the Contracting States, and to the permanent secretariat of
the General Treaty, notifying them likewise of the deposit of each of
the pertinent instruments of ratification, Upon the entry inte force
of the Protocol, it shall also transmit an authenticated copy thereof to
the United Nations Secretariat, for registration purposes, in conformity
with article 102 of the Charter of the United Nations,

Article VIII

The duration of the presemt Protocol shall be contingent upon
that of the Central American Agreement on Equalization of Import Dutles
and Charges.

In witness wherecf, the respective plenipotentiaries sign the present
Protocol in the City of San José, capital of the Republic of
Costa Rica, this thirty-first day of July nineteen hundred ard
sixty=-two,

For the Goverrment of Guatemala:

Jorge L, Caballeros Julioc Prado Garcfs Salas
Minister for Economic Affairs Mirdster for Co-ordinating Central
American Integration

For the Goverment of El Salvador:

Salvador Jiuregui
Minister for Economic Affairs

For the Government of Honduras:

Jorge Bueso Arias
Minister for Economic and
Financial Affairs
/For the
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For the Government of Nicaragua:

Juan José Lugo Marenco
Minister for Economic Affairs

For the Goﬁérnment of Costa Ricas

Ra¥il Hess Estrada
Minmister for Economic and
Financial Affairs

Gustavo A, Guerrero
Deputy=-iMinister for Economic Affairs

Note: Amnexes 1, 2 and 3 to the present Protoéol are for sfrictly

limited digtribution.

/Annex C
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PROTOCOL TO THE CENTRAL AMBRICAN AGREEMENT ON EQUALIZATION
OF IMPORT DUTIES AND CHARGES

The Govermments of the Republics of &u_a temala, El Szlvador, Honduras,
Nicaragua and Costa Rica, 1
By virtue of the commitments assumed under article I of the Central American

Agreement on Equalization of Mmport Duties and Charges, signed at

San José, Costa Rica, on 1 September 1959; under article II of the

General Treaty on Central American Economic Integration, signed at

Managua on 13 December 1960; and under the first Provisioral Article

of the Protocol to the Central American Agreement on Equalization of

Import Duties and Charges, signed at Managua on that same date,
Bearing in mind that on 4 June 1961, of the General Treaty on Central

American Ecoromic Integration entered into force and the Central

American Free~-Trade Area was established,
Considering that it is a matter of urgency to complete the constitution

of the uniform import tariff, in order to bring the Central American
cammon market into full operation,

Have decided to sign the present Protocol to the Central American Agreement
on Equalization of Import Duties and Charges, and for that purpose
have appointed as their respective plenipotentiaries:

His Excellency The President of the Republic of Guatemala:
Jorge L, Caballeros, Minister for Economic Affairs, and
Julio Prado Garcla Salas, Minister for Co-ordinating Central
smerican Integration;

His Excellency The President of the Republic of El Salvador:
Salvador Jiuregui, Minister for Economic Affairs;

His Excellency The President of the Republic of Honduras:
Jorge Bueso Arias, Minister for Economic and Financial Affairs;

His Excellency The President of the Republic of Nicaragua:
Juan José Luzo Marenco, Minister for Economic Affairs, and
Gustavo A. Guerrero, Deputy-linister for Bconomic Affairs;

His Excellency The President of the Republic of Costa Rica:
Rall Hess Estrada, Minister for Economic and Financial Affairs;

who, having exchanged their respective full powers, found to be in goed

and due form, have agreed as follows:
/Chapter I
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Chapter I

EQUALIZATION OF IMPORT DUTIES AND CHARGES

Article T

The Contracting States agree, in conformity with article IX of the
Central American Agreement on Equalization of Import Duties and Charges,
to expand, through the present Protocol, Schedules A ard B of the said

Agreement,

Article II

The Contracting Parties adopt forthwith the tariffs and tariff
nomenclature specified in the appended Schedule A, which forms an
integral part of the present Protocol.

Article III

In conformity with the interim system of progressive tariff
equalization established in article XIV of the Central American Agreement
on the Equalization of Import Duties and Charges, the Contracting Parties
agree to adopt, for the goods included in Schedule B of the present
Protocol, the standard duties given in column I of the said Schedule,
each Party conforming to the time-limit (coluwmn II), to the initial
tariffs (dolumn IIT) and to the tariff nomenclature established therein,

In annexes 1 to 5 of Schedule B, the tariffs applicable by each
of the Contracting Parties during each year of the interim period are
set forth,

Schedule B and its annexes 1 to 5 form an integral part of the
present Protocol,

/Chapter IX
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Chapter II
SPECIAL PROVISIONS RELATING TO MILK PRODUCTS

A;:ticle v

Powdered milk produced in any of the Contracting: States shall enjoy
in all of them thei régime of” 1mmed1ate free-trade treatment established

in the General Treaty on Central American Economlc Integration, "and shall
therefore be exempt from import and export duties and 2ll other taxes,

dues and surcharges levied on imports and exports among all the Comtracting
States,

Article ¥

The Contracting States agree to establish a system of import quotas
applicable to powdered milk from third countries as described in tariff
items 022-02-01-01, 022-02~01-02 and 022-02-02-01 of Schedule B of the
present Protocol, The Executive Council shall determine the quotas in
such a way as to ensure.that Central Amériﬁéﬁ prodﬁction plus the amount
of aupborized imports of the: product in qhesfidnAwill completely satisfy"
the exi§tihg;demand for- powdered milk in-the market of each of the
Contracting States, . ' o

When Central America's own output becomes sufflcient to cover market
demand 1n its entirety, the Executive Council shall to safeguard consumer
interests and encourage competition in the milk products market, contimue
to &stablish import quotas. These quotas may mot exceed fifteen per cent
of each country's total commercial consumption of powdered milk,

It shall rest with each Goverrment to decide whether it will or
will not permit the whole or part of the guotas established by the Council
to be act{la‘.lly imported,

JArticle VI
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Article VI

The Executive Council of the General Treaty on Central American
Economic Integration shall establish anmually the amount of the quotas
referred to in article V above, The quotas established for the first
year shall begin to be applied ninety days after the date of entry into
force of the present Protocol,

Bvery six months the Council shall revise the quotas in the light

.-

of the trends followed by production, consumption and other determinants
of supply and of the market situation, Similarly, it shall be entitled
to make whatever adjustments of the annual quotas are necessary to offset
production deficiencies or any other factor jeopardizing or likely to
jeopardize the supply of the market of the Contracting States,

Article VII

The import quotas fixed by the Executive Council shall be applicable
only within the period for which they were established, and shall not be
carried over to subseguent periods,

Article VIIT

Where the Executive Council has not fixed the quotas for a specific
financial year, the Goverrments shall authorize imports commensurate with
the quota established for the preceding financial year. Once the Council
has determined the quota in question, the Goverrnments shall be entitled

. to authorize only such quantities as are required to make up the new quota,

Article IX
The Govermments shall neither effect imports:df powdered milk from
third countries ror authorize its importation for commercial purposes in
excess of the quotas established for each of the Contracting States under

the terms of the present chapter. The said imports shall be subject to the
uniform Central American duties agreed upon in the present Protocel,

JArticle X
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Article X
TheiExecutive,Council:shall submit to each Govermment for its
éppro#al the adoption of import regulations in-respect of othar types
of processed milk from third countries, when it deems this necessary in
order to safeguard consumer interests and Central American production

and supplies.

Article XI

The Governments shall furnish the Permanent Secretarial. of the
General Treaty on Central American Economic Integration with all the data
required for compliance with the provisions of the present chapter, including
those relating to duty-free imports of processed milk, |

Chapter III
PROVISIONS RELATING TO UNPAIR TRADE PRACTICES

Article XII

The Contracting Parties shall in respect of goods from outside the
area, adopt such measures as may be necessary to control trade practices
which are or may beoregudlcl&lto the 1nterests of Central American
'productlon, especially with regard to the 1mportatlon of goods at a price
lower than their normal value, or to export subsidies,

Article XIII

~ When any of the Contracting States deems it necessary for multilateral
measures to be adopted, it shall submit to the consideration of the Executive
Council any situation which, in its opinion, constitutes evidence of unfair
trade practices, The Council shall give a ruling in accordance with the
relevant definitions and criteria established in the General Treaty on
Central American Economic Integration with respect to inter-Central American
trade,

/Ar:icle XIV
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Should the practices referred to in the present chapter be found
to exist, a fine of one hundred dollars per gross kilogramme and one
hundred per cent ad valorem shall be imposed, by virtue of a decision
on the part of the Executive Council, on the recipient of the goods or
shipments concerned, without prejudice to the adoption of any other measure
decided upon by the Council, The decision of the Council shall be binding
on all five Contracting Stafeé.‘ This sanction shall bé applied by the
Govermments of the country where the imports were effected and by that of
any other Central American country where the same goods are imported, It
shall remain applicable as long as the situation or trade practice in which
it originated subsists, and shall be suspended by the decision of the

Executive Council,

Chanter IV

AMENDVENTS TO THE SCHEDULES ANNEXED TO THE MANAGUA PROTOCOL
' ON TARIFF EQUALIZATION

.' Article XV

In conformity with article AIT of the Central American Agreement
on Equalizatior of Tmport Duties and Charges, the Contracting States agree
to amend Schedules 4 aid P and the corresponding annexes to the Protocol
to the said Agreement, signed at Managua on 13 December 1960, in respect
of the items indicatad in the amnex to the present Protocol, which forms an
integral part thercof, The interim period for the tariff items ircluded
in the said annex will continue to be reckoned as from the date of entry

into force of the Managua Protocol on tariff equalization,

/Chapter V
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Chapter V
FINAL PROVISTONS =~

Article XWI 7

Thls Protocol shall be submltted for ratlficatlon by each State, in
oonformlty wlth the reSpectlve constitutional or legal prooedures.

The 1nstruments of ratlflcatlon shall be deposited with the General
Secretariat of the Organozation of Central American States. The Protocol
shall enter into force for the flrst three countries to deposit the
instrument of ratification on the date of deposit of the third such
1nstrument and for counirles accedlng thereafter, on the date cf deposit.
of their respective instruments of ratification,

The General Secretariat of the Organization of Central American States
shall be the depositary of the present Protocol, of which it shall send
certified copies to the Ministries of Foreign Affairs of each of the
Contracting States, notifying them likewise of the deposit of each of the
pertinent instruments of ratification, Upon the entry into force of the
Protocol it shall also transmit a certified copy to the United Nations
Secretariat for registration purposes, in conformity with article 102 of
the United Nations Charter, . ..

Article XVIII

The duration of the'presoﬁt“Protocol shall be oontingeht upon that
of the Central American Agreement on Equalization of Import Duties and
Charges.

JArticle XIX
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Article XIX

The Contracting Parties agree to sign, not later than one year from
the date of entry into force of the present instrument, such additional
protocols as may be needed for the adoption of uniform import duties and
charges in respect of tariff items not yet equalized as between the
Contracting States.

Article XX

The Contracting Parties agree to sign, not later than one year from
the date of entry into force of the present instrument, an agreement on
uniform tariff legislation designed to guarantee the proper application
of the Central American import tariff,

In witness whereof, the respective plemipotentiaries sign the present

Protocol in the City of San José, capital of the Republic of

Costa Rica, this thirty~first day of the month of July,

nineteen hundred and sixiy-two,

For the Govermment of Guatemala:

Jorge L, Caballeros Julio Prado Garcia Salas
Minister for Economic Affairs Minister for Co-ordinating
Central American Integration

For the Govermment of El Salvador:

Salvador Jauregui
Minister for Economic Affairs

For the Govermnment of Honduras:

Jorge Bueso Arias
Minister for Economic and
Financial Affairs

/For the
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For the Goverrment of Nicaragua:

Juan Qoéé Lugo Marence o " Gustavo A, Guerrero
Minister for Economic¢ Affairs Deputy-Minister for Bconcmice Affairs

For the Govermeént of Costa Ricas

Rail Hess Estrada
Minister for Ecomomic and = -
Financial Affairs

Note: Schedules A and B of this Protocol are for strictly limited
distribution,

/Amrex D
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CENTRAL AMERICAN AGREEMENT ON TAX INCENTIVES TO
INDUSTRIAL DEVELORMENT

The Governments of the Republics of Guatemala, ¥l Salvador, Honduras,

Nicaragua and Costa Rica,

For the purpose of jointly providing a stimulus to the industrial development
of Central America in order to improve the living conditions and
welfare of their peopless

Considering that industrialization contributes substantially to the
fulfilment of this aim and ensures a better use of the human and

material resources of their countries;

Being convinced of the need to standardize provisions on tax incentives
to industrial develofmemt., and to co~ordinate their application as
between member countriess

In compliance with article XIX of the CGeneral Treaty on Central American
Economic Integration, signed at Managua, Nicaragua, on 13 December 19603

Have decided to sign the present Agreement, and for that purpose have
appointed as their respective plenipotentiaries:

His Excellency the President of the Republic of Guatemala:
Ur. Joerze L, Coballeros; Uinister for Becncmic 4Affairs, and
fr, Julio Prode Gerela Solas, ldnister for Co-ordinating Certral
stierican Integrotion;

His Excellency the Fresident of the Republie of El Salvador:
Mr, Salvador Jiuregui, Minister for Economic Affairs;

His Excellency the President of the Republie of Honduras:
Mr, Jorgze Bueso Arias, Minister for Economic and Financial 4ffairs;

His Excellency the President of the Republic of Niearagua:
Mr, Juan José Lugo Marenco, Minister for Economic Affairs, and
Mr, Gustavo A, Guerrero, Deputy-Minister for Econcmic Affairs;

His Excellency the President of the Republic of Costa Rica:
lMr, Rafll Hess Estrada, Minister for Economie and Financial Affalrs

who, having exchonged their respective full powers, found to be in good
ana due form, have agreed as follows:

/Chapter I
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Chapter T°
PURPOSES OF THE AGREEMENT

Article 1

The Contracting States agree to establish a uniform Central American
régime of tax incentives to industrial development, in accordance with the

requirements of Central American integration and balanced economic development,
and with the following provisions,

Chapter II
FIELD OF APPLICATION

Article 2

The régime referred to in the previous article shall apply to the
establishment or expansion of manufacturing industries contributing
effectively to the economic development of Central America,

Avticls 3

e

The Contracting States shall not grant o manufacturing industries
any tax benefits differing in nature, amount or period of application
from those provided for in this Agreement. Any exemptions graunted in respect
of municipal or local taxes are excepied from this provision,

The Contracting States sh2ll not/pgrant tax benefits to productive
activities not covered by article 2 above, with the exception of the following
industries, that may be governed by.national legislation or regulationss

(a) Extracticn of ores

(b) Extraction of petroleum and natural gas

(c) Forestry and the extraction of timber

(d) Tish farming, whaling and allied activities, and fishing

(e) Service industries and activities

(f) Agricultural activities . L

: /(g)} Lowecoot
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(g) Low~cost housing construction, Only in this case can there be
dispensation from payment of import duties, with respect to
building materials, when there are no Central American
substitutes suitable as to quality, quantity and price.

The exceptions to which the above list refers shall not cover

the regular processing of the materials so produced, which shall be
governed by the provisions of the present Agreement,

Chapter III

SCHEDULING OF ENTERPRISES

Article 4

The tax incentives régime established in this Agreement shall be
applicable to any enterprise whose industrial plant can, by the use of
modern and efficient manufacturing methods for the processing of raw
materials and semi-finished goods, produce articles that are necessary for
the development of other productive activities or to meet the basic needs
of the population, or that can replace articles imported on a substantial
scale or increase the volume of exports.,

Evaluation of the contribution of such plants to economic development
shall also have regard to whether the value added by the industrial process
is substantial in absolute or percentage terms, whether the plant contributes
to a better use of national or regional raw materials or semi-firdished goods,
ard whether, in general, it increases the use of the natural, human or

capital.resources of Central America,
Chapter IV
CIASSIFICATION OF ENTERPRISES

Articles 5

The enterprises that fulfil the conditions listed in chapter III
shall be classified as belonging to one of the following groups A, B or C.
Group A shall include those enterprises that:
(a) Produce industrial raw materials or capital goods, or
/(b) Produce
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(b) Produce consumer goods, containers or semi-finished goods,
provided that at least 50 per cent of the total value of the raw materials,
containers or semi-finished goods used are of Central Amerlcan origin,

Group B shall include those enterprises that fulfil the follow1ng
three conditions: _

(1) They produce consumer articles, containers or semi-finished goods;

(2) They result in substantial net improvements in the balance of
payments and a high .added value in the industrial process, and

{3) The raw materials, containers and seml-flnlshed goods that they
use are either wholly, or in a high prOportlon, in terms of value, of non-
Central American origin, ; S

Group C includes thase enterprises thabt:

(2) Do not fulfil the conditions indicdted for groups A and B or

(b) Merely assemble, pack, package, cut’ or dilute products, or

(c) . Belong to the-industries specifically listed in amnex 1 to
this Agreement, L ¥

B

For the purpose of appiylng ‘the present’ artlcle the deflnltlons set ‘
forth in annex 2 to this Agreement shall 'be used, For ‘the purpose of
classlfying enterprises in group A, sub-paragraph (2), reférence shall
be made to the schedule of capital goods &nd: industrial raw materials .
to be prepared for this purpose by the Executive Council of the General
Treaty on Central American Economic Integration, within not more than

thirty days from the date of entry into force of the present Agreement,

Article 6

Subject to a favourable technical decision by the permanent secretariat
of the General Treaty, based on such studiéé‘&n the subject as may be
requested by the Central American Research Institute for Industry, the
national administrative authority concerned may classify in group A
enterprises that meet the requirements+for Zroup B and which, vhile using
efficient industrial processes, employ direct labour whose cost represents
a high proportion of the total cost of ‘production,

The general procedure established in article 29 of the present Agreement
shall apply equally to any clagsification orders or decrées that the national
administrative authority concerned may issue on the basis of the present

article,
/Article
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Article 7

Industrial enterprises in groups A and B shall be classified
either as new or as existing industries,
Industries shall be classified as new if they manufacture articles
that: ‘ :
(a) Are not produced in the country, or
(b) Are produced in the country by primitive production methods,
provided that the new plant fulfils the following two conditions:
i) Tt meets a large part of the unsatisfied demand of the
domestic market, and | | o
ii) Tt introduces radically different technical manufacturing
processes that change the structure of the existing industry
and bring about increased productivity and 1Bﬁer costs,

- It shall be incumbent upon the authorities responsible fer the
application of the Agreement in each country, in determining whether an
enterprise meets the requirements listed in sub-paragraph (b); to request
and take cognizénce of a favourable technical decision by the permanent
secretariat of the General Treaty, before classifying any such enterprise
as a new induétry. '

Al) industries not covered by sub-paragraphs (a) and (b) above shall

be clasgified as existing industries,
Chapter V
TAX BENEFITS

Article 8

The tax benefits that shall be granted in accordance with this
Agreement are:

I, Total or partial exemption from customs duties and other
related charges, including consular dues but not charges for specific
services, levied on the importation of the articles listed below, when
éuch articles are essential for the establishment or operation of the |
enterprises and no suitable Central American substitutes are available:

/(a) Machinery
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(a) Machinery and equipment;

(b) Raw materials, semi-finished goods and containers; . ° .

(c) Fuels required strictly for the industrial process, except petrol,
No such dispensation shall be granted in respect of this item to

an industrial enterprise for its transport operations, or for the

generation of its own poﬁer when.the;g is an adequate supply
provided by public utility plants, '
1T, Exemption, for the enterprise and the shareholders, from both
income and profits taxes on earnlngs 'from the scheduled activities, The
exemptlon shall not be granted when the saild enterprises or shareholders
are subject in other countries to taxes that would make the exemption .
inoperative. ' ' ' - ' '- .
IXI, Eﬁsmptlon from taxes payable on asséts and net worth by the
enterprise or by its owners or shareholders in relation .to the scheduled

activities, e

' frticle 9 L RN

- Any enterprise c13351fled in accordance Wlth this Agreement shall
have the right, as 1ong as the Agreement remains in force, to ‘deduct,
from its profits subJect to taxes on 1ncame or profits, the total amount
of reinvestments in machinery or equlpment llkely to increase the
productivity or prodyctive capacity-of the enterprlsa ‘and the industrial
branch in question in the Central American region, The amount reinvested
.in each year shall be deducted only from the profits earned during the
same year in the specified act1v1ties.-

Article 0 -

Reimbursement by any member Stateréf'khe ambuht'of duties ard bharges
paid on imports of raw materials, seml-flnlshed goods and containers used
in the production of goods exported to countrles outside Central América
shall be regarded as consistent watn the terms of thls Agreement

)Cha;ter ﬁI
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Chapter VI

GRANT OF BENEFITS

Article 11

The enterprises classified in group A as new industries shall receive

the following benefits:

(a) Total exemption from customs duties and other related charges,

(b)

(e)

(d)

{e)

1nclud1ng consular fees, on imports of machinery and equipment,
for ten years; _

Exemption from customs duties and other related chargss,
including consular fees, on imports of raw materials, semi-
finished goods and containers, as follows: one hundred per cent
exemption for the first five years; sixty per cent for the next
five years, and forty per cent for the next two years; .
Total exemption from customs duties and other related charges,
including consular fees, for five years, on imports of fuels
required strictly for the industrial process, except petrol;
Total exemption from taxes on income and profits for eight years;
and

Total exemption from taxes on assets and net worth for ten years.

Article 12

The enterprises cla351f1ed in group A as existing industries shall

receive the following benefits:

(a)

(b)

(c)

Total exemption from customs duties and other related charges,
including consular fees, on imports of machinery and equipment,

for six years;

Total exemption from taxes on income and profits for two years,

and :

Total exemption from taxes on assets and net worth, for four years,

[Article 13
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Artlcle 13

The. enterprises classified in group B as neW'industrles shall receive

the following benefits: _

(2) ‘Total exemption from customs duties and other related charges,
including consular feés, on imports of machinery and equipnent,
for eight years; ”

(b) Exemptlon from customs duties and other related charges, 1ncluding
consular fees, on 1mports of raw materials, semi-finished goods ,
and containers, as follows: one hundred per c¢ent for the f¢rstA“‘ '

three years,: and flfty per cent for the next two:years; . o

{e¢) Exemption from customs duties and other related charges, 1mc1uding
consular fees, on ;mports of fuels required strictly for the
industrial process; except petrol, as follows: one hundred pef_,
cent’ for. the first three years, and fifty per cent for the next
two years; o ' .

(d) Total exemption from taxes on income and profits for six yearsg 
and

(e) Total exemption from taxeé'oh‘aSSets and net worth for six years,

“Article 14

The enterprises classified in group B as existing industries shall
be totally exempted from customs duties and other ¥elated charges, inglpqipg
consular fees, on machinery and equipment for a period of five years. o

Article 15
The enterprises classified in group C shall be totally exempted

from custom duties and other related charges, including consular fees,

on imports of machinery and eqnlpment for a perlod of three years.

Article 16

Scheduled enterprises producing industrial raw materials or capital
goods, that during the period for which benefits are granted to them use
Central American raw materials at a level representing at least fifty per
cent of the total value of their raw materials, or attain this level

/during the
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during the period, shall enjoy the benefit of the total exemption from taxes
roferred to in subeparagraphs (d) and (e) of article 11 end (b} and (¢) of
article 12 of the present Agreement, for an additionsl period of two years,

Article 17

Scheduled enterprises proposing to instcll plants in an industry in
which other enterprises in the same country are enjoying tax benefits
applicable to new industries under this Agreement shall have the right
to the same benefits in exchange  for fulfilment of the same undertakings
and commitments, but only for the period that remains before the first
benefits granted are due to terminate, '

Once the period referred to in the preceding paragraph has expired,
if this is less than the period for existing industry, the said enterprises
shall receive the benefits accorded to existing industries, but only for
the time that remains before the completion of the concession period that
applies to these industries, in accordance with the classification order or
decree,

Article 18

The period of exemption for the tax on income or profits shall be
reckoned from the tax year when the scheduled enterprise begins production,
or, if production has already begun, from the tax year when the classification
order or decree enters into force,

The first year of the period of exemption from taxes on assets and
net worth shall be that during which the classification order or decree
is published, |

Article 19

The period of dispensation from payment of customs duties and other
related charges shall be reckoned, for machinery and equipment, from the
date when the first importation of any of these goods is effected,

/The period
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_The pericd of the customs exemptions for raw materials, semi-finished
"godds, containers and fﬁels‘shail be reckoned from the date when the first

importation of aﬁy of these gpodsjgs effected,. .

After submitting a2 request, and before the entry into force of the
classification order or decrqg, the Contracting States may allow imports
of products subjeét to customs exemptions, provided that -those concerned
guaraniee, by means of a éécurity'or deposit, the amount of the import
duties and charges to which they are liable,

Artlcle 20

“Scheduled enterprlses proposing to invest in expansion of their
* industrial plant shall receive customs exemptions on imports of machinery
and equipment, and exemption from taxes on assets and.net worth, in beth
cases for the amounts and periods specified for the classification group
that applies to them, The é#émption from taxes on assets and net worth
however, shall apply only to the additional investment,-

~ Chapter VII
" CO-ORDINATTON

Article 21

" The States partles to. this Agreement undertake to apply it-on the
basis of co-ordlnatlon between them, and to take the necessary measures to
ensure that the grant of dispensation from import duties and charges amd
exemption from taxes will not lead to. competitlve inequalities calculated
to hamper or distort the process of 1nter-0entra1 American trade based on
economic 1ntegrat10n. )

rtlc;e 22

' Thls Agreement Shall be applled at the national level by the
'competent adminlstratlve authorlty.
/Article 23
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Article 23

In conformity with article XIX of the General Treaty on Central
American Fconomic Integration, the Executive Council shall be the body
responsible for co-ordinating the application of this Agreement at the
regional level, In fulfilling this function it shall study and resolve
any difficulty or conflict between the Contracting Parties to which the

application of the Agreement may give rise .

Article 24

The application of this igreement, as regerds the scheduling and classi-
fication of industries, shall be placed on a wholly Central American basis
not later that seven full'years‘éfter the entry into force of the present
Agreement, '

When the classification of an enterprise has been made on a wholly
Central American basis in conformity with this article, the Govermments
of the Contracting States may not apply the provisions of article 25 of
this Agreement,

Article 25

During the first seven years of validif} of the present Agreement,
the enterprises that propose to engage in industries that exist in one or
more of the countries, but mot in otkiers, may be classified in the countries
where they do not exist as new industries at the national level, and
granted the benefits applicable to such industries and to the classification
they are given in the three groups referred to in article 5 of this Agreement.

Article 26 -

Dispensations from import duties and charges applying to raw materials,
semi-finished goods and containers granted to any enterprise in any of the
member States under this Agreement or under national legislation, and
affecting the existing competitive situation in the Central Anerican common
market, may be granted, either wholly or in part, in the other countries

/to any
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to any enterprise producing the same articles, for the period that remains
before such dispensations terminate, provided that at the same time all
of the following conditions are fulfilled:

(a) That amount of the import duties on the raw materials, semi-
finished goods and containers used represents a proportion of the total
cost of production corresponding exactly to the change in the competitive
situation; and

(b) That a favourable declsion is taken by the Executive Council
of the General Treaty, establishing that dispensations with respect to
raw materials, semi-~finished goods and containers shall be granted to
plants established in other countries so as to restore, or tend to restore,
the competitive situation that should exist in the common market,

The decision of the Council shall be taken at the request of the
Goverrment or Govermments concerned and on the basis of cost data relating
to a given period of actual production and'not of estimates contained in
production plans, The decision shall be vaiid as regards the State or
States requesting it, If it is favourable, the granting of the privileges
shall be optional, | |

Article 2

Oncg_a request for the development of an industrial investment project
sulmitted in one country by any enterprise has been rejected by the h
national administrative authority concerned, and once this rejection has
been confirmed By the Executive Council, no enterprise shall be scheduled
or classified in any of the other member States with respect to the same
investment project,.

Article 28

If a Contracting State considers that an enterprise has been classified
in one of the other countries in a group other than that to which it should
belong in accordance with the present Agreement, the State in question may
sutmit the case to the Executive Council within a period of three months from
the date of publication of the classification order or decree, The Executive
Council shall determine what classification group should apply to the
enterprise and shall communicate its decision to the national administrative
authority concerned, The latter shall be required to make the appropriate

changes in the terms of the said order or decree,
/Chapter VIII
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Chapter VIII
PROCEDURES

Article éé

Requests for coverage under this Agreement shall be submitted to |
the national admlnlstratlve euthority concerned and shall contaln at least |
the information listed below'

(a) Name, address and natlonal;ty of the applicant- and, when the | "‘
applicant is a corporatlon, ;bhe ngme. of the manager, the- type ‘of " corpora:bion“
and, where applicable, the names of the members of the boardofdurggtors, '

(b) Amount and;composition of the capital, its ofigin;'iﬁveétmeﬁt .
plans and proposed preduction capacity; -

(¢c) Location of the plant;

(d) Description of the products; . . -

(e) Dates on which it is proposed that the 1nstallatiom of the plant
shall begin and end, and productlon shall begln,

(£) The raw materlais, ‘semi~finished goods, ‘containers, machinery
and equipment that the enterprise proposes to 1mport during the first five
years, with or without speclal dlspensatlons, and estimated consumption of
such raw materials per'unit’ of output; and S

(g) Classification requested,

Article 30 o

In addition to the data set forth in the preceding article, the
applicant shall submit to thé"natioﬁél adminiétraﬁ;yé,authority a technical
and econamic study containing at ‘least the following information:

(a) The market conditions for the industry in questior, especially:
" as regards existing production capacity, current imports, and the effects
of the additional productibh on tﬁé balance of payments;

(b) Evidence of the adequacy of the 1nvestment for the type of 1ndust:y
and enterprlse in questldn-‘

/(g) The manpower
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(¢) The manpower that will be eoployed;

(d) The raw materlals that will be used, with an indication, if
these are of forelgn orlgln, of their source and the p0531bllity of
replacing them by Central hmerican productlon, together wlth the value |
added in the industrial process; '

. (e) Value, qpallty and category of the 1nstallat1ons, maohlneny

-and equipment that will ‘have to be used, and, 1n general, the efflolency

of the manufacturing processes that will be. employed' | ‘ -
- (£) The estlmated uses, oharacterlstlcs, costs and prices of the

final product; and '

(g) The, ccapacity of the enterprlse to operate economlcally after
the perlod of the benefits has expired, ”

T

,'Artlcle 31 o

A summary of the application, contalnlng the name of the appllcant,
or title of the firm, a list of the: products, the type of industry and the
classification requested, shall be published in the Offlcial Gazette, On
_the basis of thls publlcatlon, any. natural or jurldlcal person may oppose
the classification and the grantlng of the beneflts asked for, in the cases,
and in accordance w1th the procedures, establlshed 1n the regulatlons for
the application of this Agreement and in natlonal 1eglslat10n. S

Article 32
The national administrative authqrity shall make an evaluation of
the project that is the, subJect of the applicatlon. The evaluatlon, the
applloatlon and the technlcal and economic study shall be con51dered by
a national advisory comm1s51on, which shall submlt a deolslon to the natlonal
administrative authorlty, 1nd1cat1ng the classlflcatlon 1t con31dera }

A

appropriate for the applloant enterprise,

article 33 .
The classification order or decree issued by the national administrative

authority shail take effect when it has been accepted in writing by the
applicant and published in the Official Gazette,

[Article 34
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Article 34

The classification order or decree shall specify, among other informationm,
the following:

(a) The classification of the enterprise and the produects it will
manufacture; .

(b) The benefits granted, including the list of all the articles that
may be imported with dispensation from customs duties and charges classgified
according to the appropriate NAUCA headings;

(c) The dates of beginning and ending the installation of the plant;

(d) The date by which production is to begin, which shall be not
later than two years from the date of enfry into force of the classification
order or decree, but may be put back, because of exceptional circumstances,
for a pericd of not more than three years; and

(e) The other obligations of the enterprise,

Article 35

The permanent secretariat shall report monthly to the Governments on
the requests submitted and on the classification orders and decrees issued,
For this purpose, the various national administrative authorities concerned
shall duly provide the secretariat with the necessary information, including
that relating to requests that have been rejected, and shall also provide
an annual report of a general nature on the application of the Agreement.,

Article 136

The tax benefits established in the present Agreement may be granted
only to the persons or enterprises due to make the industrial investment,
and not to mere intermediaries, '

Such benefits may be transferred to other persons or enterprises,
provided they meet the same requirements as the first beneficiaries,

Requests for transfer shall be submitted by those concerned to the
campetent national administrative authority, which shall duly process them,

/Chapter IX



E/CY,12/CCE/258/Rev, )
rage 73

Chapter IX

CONTROL

Article 37

The national administrative authority concerned shall maintain a
periodic check on the fulfilment of the undetakings given by the enter-
prises classified in accordance with this Agreement, For this purpose,
and in particular for the purpose of supervising the use of dispensations
granted, the enterprises shall be required to provide all the information
and data requested by the national administrative authority concerned,
and to permit any inspection that may be necessary.

The information furnished by each enterprise shall be treated as
confidential by the national Administrative authority concerned.

Chapter X

 PENALTIES

Article 38

Any improper use of the articles imported duty free under-this
Agreement shall be sufficient grounds for imposing on the enterprise
exempted from the duty a fine of three to ten times the total amount of -
the customs duties and other related charges not paid on the said articles,
and/or for cancellingthe classification order or decree, without prejudice
to any further legal provisions in force in the country concerned,

Transfer or change of destination of any article imported subject
to dispensation from customs duties and other related charges shall be
permitted, provided that any such duties and charges from which the

articles were exempted are paid.

/Subject to
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Subject to prior permission from the natlonal &dministrative Authority
concerned, such articles may also be tranferred, without refund of the
duties and other charges unpaid by reason eflphe import dispensations
granted, if the transfer is made to a déstination outside Central America
or if the méw recipient is- authorized to 1mport the same articles with a
dispensatioi from duties, T l ’

Vhen more than five years haVe elapsed ‘sinée machlnery or equiprent
was 1mported under a dispensation, it may be transferred or used for '
another purpose-without restriction, - '

Article 39 R
The : natlonal admlnlstra tive authority concerned.shall repeal the
cla831f1catlon order or decree if the enterprise fails to comply with the
obligation to begin production within the period referred to in article 34,
sub=paragraph {d), and the enterprise must ﬁay the Treasury the total
amount of any taxes from which it has been exempted.

Article 40

If the beneficiary fails to comply with any of its other obligations
under this Agreement and under the classification order or decree, the.
national Admlnlstratlve Authority concerned shall cancel such order or. decree, .

R

Artlcle g;

It shall be regarded as an unfair trade practlce to export frcm one
Central Amerlean country to another.any product whose cost has been reduced-
by reason of improper5u5e~of'the-tax benefits conceded or by reason of a
classification order or decree that .is not in accordance with the terms
of this Agreement, Such practiees shall be subject to the procedures and
penalties established in chapter III of the General Treaty on Central
American Econcmic Integration,

/Chapter XI
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Chavter XI
" PREFERENCE FOR CENTRAL AMERICAN PRODUCTS

Article- 42
The Governments, autonomous or decentralized State institutions,
municipalities and all public organs of the Contracting Parties shall
give preference, in their purchasing, to products of Central American
irdustry, provided that the price-of such products is the same as, or

lower than, that of imported products, and that their quality is cemparable. .

For purpOSes of price comparison, fifty per cent of import duties, related
charges ‘and’ other costs of bringing goods into the country shall be
regarded as part of the price of the non—Central Amerdican product, even
where the body that purchases such articles is exempt from the payment.

of such duties, charges or cosis, o

-‘;,.',Z | Chapter XII
FINAL PROVISIONS

Article 43
This Agreement shall be submitted for ratification in each Stats

in conformity with its respectlve constitutional or legislative procedures,

and shall enter into force eight days ‘following the date of deposit of
the fifth instrument of ratification.

PRI '
—~—

Article Ll
f”: The general secretariat of thé.orgahization of Central American
States shall act as depositary of'bhe'present'ﬂgreement;gpd shall send
a certified copy thereof to the Ministry of Foreign Affairs of each of
the Goﬂtfacting States, and to the permanent secretariat of the Geperal

Treaty, ‘and .shall also notify them immediately of the deposit of each
instrument of ratification, When the Treaty enters into force, 1t shall

~ false transmit
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also transmit a certified copy thereof to the Secretary~General of the
United Nations for the purposes of registration as set forth in Article 102
of the Charter of the United Nations,

frticle 45
The duration of the present Agreement shall be determined by the
duration of the General Treaty on Central American Integration,

Article 46

The present Agreement shall supersede any provisions contained in
general or special legislation that may be in conflict therewith,

brticle 47
The Contracting States shall adopt uniform regulations for the
apllication of this Agreement within a period of not more than thirty
days from the date of entry into force of the present instrument, These
regulations shall be prepared by the Executive Council,

Chapter XIII1
TRANSITIONAL CLAUSES

First transitional article

Enterprises subject to national legislation on industrial development
shall continue to enjoy any tax benefits that may have been granted to
them by such legislation, except as provided in the subsequent paragraphs
of the present article. Fﬁrthérmdre,rthey may be granted benefits equal
to the maximum benefits enjoyed by-other enterprises producing the same
articles, through national concéssidns granted in. any other Central
American country, but only for the time that remains before the concession
of such benefits is due to terminate,

/Concessions for
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Concessions for the importation of building materials, granted under
national industrial development legislation, ~shall become null and void
thirty days after the entry into force of this Agreement, Any dlspensatlon
from duties with respect to the 1mportatlon of machinery and equipment, -
raw materials, semi-finished gocds, containers and fuels that may have
been granted under national legxslatlon‘shall be subject to the provisions

of article IX of the General Treaty on Central American Econcmic Integration.

Any concessions gfanted £hroﬁgh gegeral or specific national legis-
lation for the development of the manufaéiuring industries to enterprises
that have made no use of any of the benefits granted within a period of
one year from the date of the classification order or decree, or six months
from entry into force of this Agreement, whlchever prov1des the longer

period of grace, shall become null and void,

Second transitional article

" %

Any enterprise that at the time when the present Agreement enters
into force is enjoying tax exémptions under national legislation may ask
to be :.reclassified in'ﬁchrdance Qith this Agreement within a period of
six months, If it is feglassifiéqrit shall be granted the corresponding
benefits, but the period for which these benefits are conferred shall be
reduced” by the amount of fime for which the benefits conferred by the -

national legislation have been enjoyed,

Third tran31tlonal artlcle

Any -enterprise covered by national 1eglslat10n and classifiable in *°
group C under this Agreement, that is not reclassified.in accordance with
the previous'article, and that exports‘;ts p;o@ucts to any Central fmerican
country, shall be regarded as benefitiné fréﬁ export subsidies, ‘Consequently
such exports shall be subject to the guaranty procedure and other provisions
of article XI of the General Treaty, with the exception -of the. previsions
of the fourth paragraph of that.article.‘,“ R

- /Fourth transitional

_! ) i

E
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Fourth transitional article

Govermnments may grant to any enterprise classifiable in accordance
with this Agreement benefits equal to the maximum benefits that are being
enjoyed, in their own country or in another Central American country, by
enterprises producing the same articles by virtue of national concessions,
as long as such concessions remain in force, Once such concessions have
been terminated, the enterprise in question shall receive the benefits
provided under this Agreement for the time required to complete the appropriate
period. o

Fifth transitional article

For the purpose of applying the principle of balanced economic develop-
ment between the Central Junerican cowntries, the Sisnatory States agree that
the competent national =dministrative authority of the Republic of Honduras
shall grant for two years, and the competent national administrative authority
of the Republic of Nicaragua shall grant for one year, exemptions from faxes on
income or profits, assets and net worth, in addition to the exemptions already
applicable to them, to any enterprises that according to this igreemnent are
classified as belonging %o new industries in groups A and B, These additional
benefits shall be granted during the first ten years during which this Agree=—
ment is in foroe, |

Sixth transitional article

The Contracting States shall sign a protocol to this Agreement
stipulating the régime of tax incentives that shall be applicable to enter-
prises manufacturing pharmaceutical products and medicines. Until the said
protocol enters into force, such enterprises shall be classified, and
receive the appropriate benefits, in accordance with the terms of this
Agreement, '

Seventh transitional agreement

The Contracting States undertake to sign, within not more than cne
year from the date of entry into force of this instrument, an additioral
protocol to this Agreement establishing the régime of tax incentives applicable
to assembly activies, ’
/The said
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The said protocol shall specify, among other things:

(a) The assembly activities to which the protocol. may apply;

(b) The system of tax incentives that shall apply to assemblj
enterprlses, including, among other conditions, the détinition and cla531f1—
cation requirements, the amount and period of the tax benefits, and the
methods of regional co-ordinationg

(¢) The requirements and obligations to which assembly enterprises
shall be subject as regards the production or use of parts of regional
origin;

(d) The trade régime to which the various assembled articles shall
be subject within the Central American Commen Market,

Until the entry into force of the sald protocol, the assembly activities
covered by this provision shall receive only dispensation from duties and’
charges for three years on imports of machinery and equipment, and every-
thing established in the provisions of this hAgreement shall apply to these
activities.

Eighth transitional article

For the purpose of classifying the enterprises included in group A4,
sub-paragraph (a), of article 5 of this Agreement, and until the Executive
Council of the General Treaty prepares the schedule of capital goods and
industrial raw materials referred to in the last paragraph of that article,
the Contracting Parties shall be guided solely by the definitions laid
down in annex 2 to the present Agreement.

/In witness
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In witness ﬁhefeof'thejfeépective plenipotentiariéslsign,the fresent .
Agreement in the Clty of San Jose, capital of the Republlc of Costa Rica,.. ..
this thirty~first day of the month of July nineteen hundred and 51xty—two.\"

For the Governmentnof:Guﬁtémalaz

Jorge L. Gabalieros .
Minister for Economic Lffairs

T , Julio Prade Garcla Salas

Minister for Co-ordinating Central

Amerlcan Integratlon

For the Government of El Salvador:

Salvador Jéuregui
Minister for Economle Affairs

For the Government of Honduras:
s e Jorge Bueso hrias
Minister for Econcmic and
Financial Affairs

For the Government of Nicaragua:
) Juan José Lugo Marenco
Minister for Economie Affairs

Gustave A. Guerrero
Deputy Minister for Econcmic Affairs

For the Government of Costa Ricar
Radl Hess Estrada

Minister for Econcmic and
Financial Affairs

Jhimex 1
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LIST OF PRODUCTS OF INDUSTRIES CLASSIFIABLE INGROUF C

. - For the purpose of the industrial classification referred to in

article 5 of this Agreement, scheduled enterprises that are engaged in

the manufacture of leather shoes, or in the cutting and making up of

clothing, and enterprises that manufacture the products listed in this

annex, shall be classified in group C.

Industry or activity producing:’

Standard tariff

nomenclature
(NAUCA)

1, Beverages

Mineral water 11-01-01

Aerated water, flavoured or unflavoured 111-01-02

Non~alcoholic beverages, n.e,s. 111-01-03

Fortified wines 112-01-02

Champagne 112-01-03

Other sparkling wines, n.e.s, 112~01-04

QOther wines, including grape must, n.e.s. 112-01-05

Beer and other fermented cereal beverages 112-03~00

Aromatic bitter extracts (liquid), such as

angostura and other bitters, and similer

products 112=-04=01
2« Tobacco manufactures

Cigars and cheroots, manufactured with tobacco

preduced outside Central America 122~01-00

Cigarettes 122-02-00

Tobacco manufactured in other forms, n.e.s. 122-03-00

/3 . E‘fume;:g,
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Industry or activity producing:

Standard tariff

nomenclature
(NAUCA)
3, Perfumery, cosmetics and other toilet

preparations (eycept s6aps and dentlfrlces)
Perfumes ‘_ ' ' 5520101 .«
Iotions, eau de cologne and toilet water « = 552:01-02
Cosmetics S . 552~01-03
Prepared toilel powders 552-01-04 .- ~ .
Hair dyes, hair tonics; hair-creamgy-— - — - oo e e
shampoos and other hair preparations 552-C1-05
A1 other toilet preparations, n.e.s. IR
including shaving creams, depilatories, ete, 552-01-07
Incefise, Tunigatory substances -end other products . .
for room perfuming, and room decdorants

JAnnex 2
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annex 2

For the purpose of the provisions of article 5 of this hgreement,
the terms below are defined as follows:

Indvstrial raw materials, Goods produced by the manufasturing

industry from raw matericls by means of an initlial processing that has
changed their nature or fdrm and incorperated a high proporticn of value
added, and which are intended for use in further industrial processes,

For the purpose of classification in groups 4 and B with respect
to the use of raw materials of regional oidgin, accovr’ shall be taken,
in addition to the raw materials that appear in the 1%5% draxwn up by the
Executive Council in accordance with the above definitivn, cf the components
of such industrial raw mzterials and of primary commodities used in their
preduction.

Capital goodg. Goods used to process or transform other products,
or provide a service of a productive nature, that are not consumed in a

single production cycle,






