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EXECUTIVE COMMITTEE MEETING TO CONSIDER S. 1307, THE
DOMINICAN REPUBLIC-CENTRAL AMERICA-UNITED STATES FREE
TRADE AGREEMENT IMPLEMENTATION ACT; AND S.J. RES. 18, A
JOINT RESOLUTION APPROVING THE RENEWAL OF IMPORT
RESTRICTIONS CONTAINED IN THE BURMESE FREEDOM AND
DEMOCRACY ACT OF 2003

WEDNESDAY, JUNE 29, 2005

U.S. Senate,

Committee on Finance,

Washington, DC.

The meeting was convened, pursuant to recess, at
9:08 a.m., in room SH-216, Hart Senate Office building,
Hon. Charles E. Grassley (chairman of the cémmittee)
presiding.

Also present: Senators Hatch, Lott, Snowe, Kyl,
Thomas, Frist, Smith, Bunning, Crapo, Baucus, Bingaman,
Lincoln, Wyden, and Schumer.

Also present: Kolan Davis, Republican Staff Director
and Chief Counsel; Russ Sullivan, Democratic Staff
Director; Dean Zerbe, Tax Counsel and Senior Counsel to
the Chairman; and Everett Eissenstat, Chief Trade
Counsel.

Also present: Ambassador Allen Johnson, Chief
Agriculture Negotiator, USTR; Regina Vargo, Assistant

USTR for the Americas; James Gagnon, Director, Office of

MOFFITT REPORTING ASSOCIATES
(301) 390-5150



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

2
Burma, Highland Laos, Cambodia, and Vietnam, Department
of State; James Mendenhall, General Counsel, USTR;
Stephen Schaefer and Anya Landau, Trade Counsel.
Also present: Carla Martih, Chief Clerk; and Amber

Williams, Assistant Clerk.
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The Chairman. We are reconvening the committee

action to consider CAFTA and the Burmese Senate Joint
Resolution 18. Since I made an opening statement on both
subjects last time, I am not going to make an opening:
statement.

Senator Hatch spoke yesterday. Did you have anything

that you wanted to say in addition to your speech

yesterday?

Senator Hatch. Not for me, Mr. Chairman. I am
fine.

The Chairman. All right.

Then Senator Bingaman, I think if you would like to

speak, we would turn the floor over to you at this point.
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OPENING STATEMENT OF HON. JEFF BINGAMAN, A U.S. SENATOR

FROM NEW MEXICO

Senator Bingaman. All right. Thank you very much,
Mr. Chairman. I appreciate the courtesy. I intend to
vote for the CAFTA agreement today and I wanted to give a
few minutes’ explanation of my thinking.

I have long believed that increased trade with the
international community can advantage us and our economy.
It can also advantage those with whom we trade. Most of

the trade of the countries that are covered by. the CAFTA

~agreement--over 70 percent of that trade currently--is

with the United States. I believe it is very much in our
interest that thatvremain the case in the future.

Obviously, this trade agreement comes up at a time
when our trade imbalance with the world is enormous, also
a time when our trade imbalance with the world is growing
every day.

As far as I can tell, our government currently has no
strategy to deal with that unfortunate reality and I hope
the committee can play a role in developing such a
strategy over the next few months.

I have just spoken to you, and also spoke to Senator
Baucus earlier, about the possibility of having hearings

on steps that we could be taking as a country to confront
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this larger issue in a more tangible way.

That being said, when I look at the provisions of the
DR-CAFTA agreement, I do not see it as contributing
significantly to the trade imbalance. These are
countries that have exported over 85 percent of what they
send to the United States duty-free since the
implementation of the Caribbean Basin Trade Partnership
Act in 2000, and before that under the Caribbean Basin
Initiative.

The main effect of this agreement on tariffs will be
to phase out and eliminaté tariffs that they currently .
impose on our exports to them.

Also, I do not see the basis for the claim that this
agreement will result in further export of jobs from the
United States to Central America. U.S. companies today
have had many options, and have had many options, about
where to build their next plant. Central America has
been one of those options for a very long time, and that
will not change under the agreement.

I would hope and expect that the agreement would
encourage more investment in productive capacity in
Central America, but at the same time, as our exports to
that region increase, I would hope it would promote more
investment in productive capacity here in the United

States as well.
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There are, clearly, problems with the agreement.
Those have been poiﬁted out by many here, and some by
myself. I do not suggest that all of those problems have
been resolved.

There are two of them that have been of particular
concern to me, and let me just mention those. First, is
a serious lack of attention to the enforcement of worker
rights in these countries.

Second, the inadequate provision of assistance with
the negative impacts of increased U.S. exports on the
agricultural sectors in Central America.

Let me talk about the workers’ rights issue a minute.
First, on the enforcement of workers’ rights, I have
urged the administration to commit resources to this
priority. It is not reasonable to require U.S. producers
to compete with foreign producers who do not afford their
workers certain basic rights.

Ambassador Portman has assured me that, to begin
addressing this issue, the administration will propose
and support  funding for worker rights enforcement, to the
extent of $40 million per year for'fiscal years 2006
through 2009. I think that is a step in the right
direction.

Second, on monitoring, there is a need for

independent, transparent monitoring of the treatment of
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workers in these countries. Here, I have urged the
administration to fund the International Labor
Organization, ILO, to conduct ongoing monitoring on
workers’ rights in Central America.

This will include reports that would be published
every six months beginning when the agreement goes into
effect, continuing until the end of fiscal year 2009.
The administration has agreed to commit $3 million per
year out of the $40 million to accomplish this objective
as well.

So, I believe both of these commitments, the
commitment to worker rights enforcement and the
commitment to ILO monitoring, should be part of all trad
agreements that we have with developing countries.

In addition, of course, i hope that the actual
commitment to worker rights standards will be stronger i
future agreements than we have seen in this agreement.
It will be incumbent upon those of us in the Congress
here at that time to urge the next administration, after
President Bush leaves office, to continue with these
commitments that Ambassador Portman has made on worker
rights enforcement and monitoring.

On agricultural assistance, for those working in the
agricultural sector in these countries, I have urged the

administration to commit resources to allow subsistence
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level farmers to make a transition without severe
dislocation.

This could help reduce the problem of these workers
leaving agriculture, and hopefully this would help reduce
the problem of additional illegal immigration to the
United States in future years.

Again, the administration has committed to provide
some increased support to address this issue. The level
of fundiné is not what it should be, but if these
countries do receive funding from the Millennium
Challenge Corporation, which I am assured that Ambassador
Portman and Secretary of State Rice believe they should
in coming years, those funding levels should increase
substantially.

Each of these commitments that I have just described
are set out in more detail in a letter that Ambassador
Portman has given to me, which I have distributed to the
committee.

I would ask that we include that in the record of
this meeting. With these additional commiﬁments, I have
doncluded, as I said, that I can support the
implementation of this trade agreement.

[The letter appears in the appendix.]

The Chairman. Thank you very much. I think your

support will go a long ways towards not only helping us
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get a favorable report from this committee, but also, in
order to get the bill through the Senate, and maybe
sooner than later. So, I appreciate it very much.

I compliment the administration for working with you
to satisfy your concerns, and I think not only your
concerns, but even though other people on your side of
the aisle may not vote for it, they have raised a lot of
these issues about labor rights, about unemploymént in
agriculture going up as a result of the CAFTA agreement
in thesé countries, and I would hope that they would be
satisfied that some of their concerns are being addressed
because of your leadership in this aréa, bringing the
administration to the point of view that these are
legitimate concerns that need to be addressed.

You brought up about the trade imbalance. I would
not only respond to what you brought up about the trade
imbalance, but I would use it as an opportunity to
respond to some of the things that other members,
yesterday, raised about process.

I want this process of trade promotion authority to
work. Maybe my philosophy of how it ought to work might
differ a little bit with other members of this committee,
but I see very much the need for involvement, and want to

have the involvement of our committee, and all the

dialogue that goes on prior to an agreement being signed.
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So, if, under my leadership, or even the tradition of
the committee over a long period of time, our involvement
in dialogue with the negotiators on various agreements
has not been enough, I would be very much willing to
enhance that to meet the concerns of members of the
committee that say that there is not enough input, or
respect for the input, on the part of any administration,
not just this one, but previous ones that have been
negotiated.

I would very much like to emphasize any sort of
dialogue that can go on prior to the signing of an
agreement, because I think we have not only a
responsibility under the constitution, since we have the
powér of regulating interstate and foreign commerce--it
is our power--we have to protect that constitutionally,
and we should want that input, whatever can be done prior
to that agreement being signed.

I see it is somewhat limited, what we can do once an
agreement is signed, except where we can offer amendments
that are necessary to the carrying out of the agreement,
which we discussed yesterday.

I said some of those amendments that may have been
offered, if they had been applicable just to the Central
American countries, would have been necessary and

appropriate.
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As an example that was used, we have trade adjustment
assistance just for NAFTA. If we had had a trade
adjustment assistance amendment just applicable to the
Central America Free Trade Agreement, then I think that
that would have been necessary and appropriate. But an
all-encompassing one probably went further than the
process of trade promotion authority allows.

So, getting back to my main point, the extent to
which members of this committee want me to activate this
committee to be more invoived with the administration
negotiators on any of those agreements that are being
negotiated right now, I am very happy to do it.

Once you get beyond that point, though, I think some
of the criticism that was leveled yesterday may be
legitimate criticism, but that we do not have a standard
pattern of what we have done in this committee.

For instanée, the issue of having a conference
committee ér not is not settled, and I could point out
the conside:ation of Congress of the NAFTA agreement, as
an example. But there is no reason that we cannot do
more along that area and get some settling.

Now, that is process. Now in regard to your concern
about the trade imbalance and what we maybe need to be
doing in this committee in regard to the trade balance, I

am willing to consider members’ concerns about that, and
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we ought to be concerned abouf it, and look at hearings
at the full committee level.

If we cannot do it at the full committee level, since
you and Senator Craig Thomas lead the subcommittee, I
would be glad, if you were willing to do hearings in
those areas, work with you to accomplish that. Now, that
is on process.

Maybe what I am going to say next does not address
just the things you brought up, Senator Bingaman, but I
thought I ought to address the issue of trade imbalance.
There is nothing wrong with anything that any member said
about concern in that area and what we ought to be doing
in that area.

But I think one thing that was left out of previous
discussions we had with the administration or criticism
of this committee towards the administration, is that we
have not looked at the consumers’ role in the trade
imbalance.

From that standpoint, we have an economy-base two-
thirds on consumer spending, one-third on everything
else. Obviously, some of the trade imbalance is because
we have a policy in this country--and I hope I am not too
sweeping when I say what our country’s policy is--that
except for pharmaceuticals, that we have got a trade

policy in this country that we are going to let anything
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into this country that people want to buy, because our
policy is that we ought to give the consumers maximum
access to anything they want to buy, to have the best
price, and the beét quality.

Now, the extent to which that is the policy of our
country, that the consumers ought to be able to buy
anything they want and we do not want to limit what
consumers can buy--and I have never heard anybody suggest
we do--the extent to which consumer purchasing is a big
part of our trade deficit, and nobody is willing to
address that, then I do not know what we ao, unless we
obviously can have more incentives to save.

I think, in America, consumer is king. When the
consumer decides that they want to buy America and not
buy Chinese, Japanese, or any other country, and they do
not buy,'and instead of not buying they buy Treasury
bonds instead of the Japanese and the Chinese buying our
Treasury bonds, then until we reach that point, I do not
know what you do about a trade deficit, unless you. just
want to shut off the American consumer from all the
consumer goods that they want to buy.

Now, we have heard a lot about China financing our
debt. Yes, they have 3 percent of our debt; Japan has 8
percent of our debt. It would be very easy for the

Americans, if they want to be pro-American, to pick up
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what the Chinese are investing in American bonds and
solve some of our problems.

But until the freedom of Americans to do whatever
they want to do is somehow subverted by the government--
and I do not think we are going to do that--I think that
we are beating a dead horse, to the extent to which we.
blame the administration or the extent to which we blame
American corporations, and all these things where we are
in a global economy. I just do not think we have been
complete in our approach to this.

Now, none of this is said to denigrate anything that
anybody has said on this committee, because we have
problems in these areas, but we have not brought the
consumer into the discussion.

We were supposed to have a dialogue, and you had your
statement and I had mine. Now, where can we go backAtoA
satisfy the Senator from New Mexico of the concerns he
had about our committee doing more in this area? Because
I want to do more in this area, if we can.

Senator Bingaman. Yes. Mr. Chairman, I do not
disagree with your point, that we do have a general
policy of trying to allow access by American consumers to
whatever they want to buy, and I am not trying to change
that.

What I am trying to say is, there are a whole range
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of policies that other countries have put in place to

promote exports that we have not put in place to the same
extent or to the same effect.

There are a lot of things we could be doing to export
more and to provide goods and services to others in the
world that would help reduce the size of this trade
imbalance.

I think that many of the countries that we trade with
have a clear 'and well-defined policy of export promotion,
and maintaining a trade surplus, and that is the basis of
their‘economié growth. We néver had that. I am not
really advocating that.

I am saying, though, that getting closer to balance
is very much in our interests and would help strengthen
our.economy, promoting more direct foreign investment in
this country. Providing ways to incentivize investment
in this country by U.S. firms rather than investment
overseas by U.S. firms is clearly something we could look
at.

All of those things, I believe, come under the
jurisdiction of the committee. So I think there is a
range of issues that we couid have some very useful
hearings on, and I hope that you and Senator Baucus are
able to find time on the schedule for those. If not,

perhaps Senator Thomas and I can do that at the
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subcommittee level, if he is willing to do that.

The Chairman. Some of the frustration is, and
Senator Baucus was working hand-in-glove with me, on just
getting a FSC/ETI bill passed--it took us about two
years--and that was supposéd to address some of this
through the cost of capital and things of that nature.

In the final analysis, let me just say that there is
nothing you have said, or anybody else has said, that
does not frustrate me, and I would like to be able to do
something about it, and feel a responsibility to do
éomething about it.

But I particularly want to engage members to the
extent to which there are negotiations going on on other
bilateral agreements right now in the Doha Round, the
extent to which this committee should be involved to a
greater extent, and members want to participate in
dialogue with the administration on every one of those
agreements so that we meet our constitutional
responsibility of regulating and being involved in
foreign trade issues, international trade issues, and to
meet our responsibilities on the trade promotion
authority. I would just make clear that I am ready to
move forward on those things.

Senator Baucus?
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OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR FROM

MONTANA

Senator Baucus. Mr. Chairman, ironically, this
subject is, if you will pardon my saying so, much more
important than the subject of this hearing. CAFTA is
important, but it does not begin to compare with the
importance of the subject that we are now discussing.

We have an obligation, Mr. Chairmaﬁ, in this
committee to hold hearings on this subject because we are

now, in world history, at a time when we are under

" increasing pressures.

It is true that China is going to be a major power,
and its economy will be larger than that of the United
States and some years down the road. We do not know
when, but it is going to happen.

We also must address the root causes of the trade
deficit. Hearings on the trade deficit are really a
proxy for a much deeper problem and a deeper opportunity
for this country that we must address.

For example, it is clear, we have a trade deficit, in
part, because, as you say, Mr. Chairman, Americans like
to consume. They like to buy products. They can buy
American products, they can buy Japanese, buy Chinese

products. Why? Because is cheaper.

§
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We are also at a time when inflation is low, so it is
easy to buy. 1Inflation is low, in part, because the
Japanese and Chinese are heavily investing in the United
States. They are financing our consumer binge.
Foreigners are financing our consumer binge, and that
cannot continue forever. At some point, that is going to
have to be addressed.

So what can we do? One thing, and that is certainly
within the jurisdiction of this committee, is enforce
our trade laws. We all know that we tend to pass trade
laws=-CAFTA is going to be another example--and the real
question is, to what degree is it enforced?

We have IPR agreements that are not enforced. The
Chinese do not'enforce them, the Indians do not enforce
theirs. If we really do enforce our trade laws, we could
put a dent, at least, into the trade deficit.

We also have to address the more fundamental problem
in this country that addresses competitiveness and make
it difficult for United Sfates companies to manufacture
products to ship overseas, and that is our health care
costs.

Health care costs is a big competitive disadvantage
to American companies. We in America spend twice as much
per capita on health care than do people in other

countries. Twice as much.
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You talk to any American businessman--clearly, we all
know this--he will tell you that cost of health care puts
that company at a‘major,-major competitive disadvantage
compared with other companies. It is major. It has a
lot to do with the decisions companies make. Companies
will move offshore because of health care costs. That is
a factor, a reason, because American health care costs
are just so high.

For example, I do not know if you saw in this
morning’s paper, the miracle of Ireland. Ireland has
done a lot. Did you know, the per capita income in
Ireland is higher than any other European country?
Ireland is the wealthiest country in Europe today.

Why? Because Ireland has done a lot of things that
we should be doing in America. Education is free in
Ireland. College eduéation is free in Ireland. Health
care is free in Ireland. It is not entirely free, of
course, because it has got to be paid for by their
national health insurance program.

All the tax incentives they put into place.

Corporate tax rates are low in Ireland and attracts
investment in Ireland. Ireland, about 10, 20 years ago,

decided Ireland was not going to be a basket case any

more, they were going to do something about it, and they

did. It is the wealthiest country today in Europe, on a
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per capita basis, and it is because Ireland got
competitive. We have to get competitive, too.

Education. We all know the major investment we must

undertake in America to be competitive in the world’s

- education. Educate our kids and educate all of us with

continuing education.

What comparative advantage do we have compared with
people in other countfies? The only potential
comparative advantage we have today is creative value
added. Other people around the world have brains; we
have got brains. They are ho dumber or smarter than we
are. We are all people.

To compete, it is value added up here. The more

there is value added up here, the more we are going to be

able to produce in America, haye better products, and be
more creative. That is education. That is, down the
road, one way to addreés the trade deficit, is to have a
lot smarter people now, and creative people, and educate
our people even better.

There is no magic to this. I do mean it when I say,
and I do not mean to be disrespectful, this subject is
much more important than CAFTA. CAFTA is a blip. We
spend so much time in this country on blips. Why?
Because they are a little bit easier to understand, they

are easier to deal with, they are small. We do not spend
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near enough time on the big issues. Why? Because they
are complex. It takes time to develop. They do not get
a lot of headlines. It does not get us reelected, in the
short term.

We have an obligation, Mr. Chairman, to start
addressing the long term. We have a real opportunity
here in this committee, and I very much appreciate the
comments that our colleague from New Mexico made.

I would just urge all of us to do what we know we
should be doing, and start addressing this subject in a
very solid, meaningful way. It is going to mean stepping
on some toes. It is going to mean shaking things up a
little bit. But we have to do it.

The Chairman. If it is all right with members, what
I will dé is call on people that have not spoken yet,
yesterday or today, because I think we want to make sure
that everybody has an opportunity.

Senator Lott hasAnot spoken yet, and I do not think
Senator Smith has.

Senator Lott. Could I ask a question, Mr. Chairman?
Do we anticipate a vote here in the next few minutes?

The Chairman. I was told that both sides would try
to make sure that we had a quorum here at 9:40.

" Senator Lott. All right, sir. I would like to urge

that members also follow your five-minute example,
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otherwise we will never get through.
The Chairman. All right.
Senator Kyl, then Senator Smith. You have not spoken
yet.

t

Senator Lincoln. Yes, sir. Thank you.
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OPENING STATEMENT OF HON. JON KYL, A U.S. SENATOR FROM

ARIZONA

Senator Kyl. Thank you, Mr. Chairman. I ask
unanimous consent to just insert my statement in the
record, and I will make just a few quick comments here.

The Chairman. All right. Your statement will be
inserted.

[Thé prepared statement of Senator Kyl appears in the
appendix. ]

Senator Kyl. Thank you, Mr. Chairman.

I think what Senator Baucus just said has a lot of
truth to it. By the way, I would note, the corporate
rate in Ireland is 12 percent, and it certainly compares
favorably with our rate here in this country, 20 points
lower, which suggests that we could do a lot to improve
our economy by reducing that corporate rate.

But on the matter of CAFTA, I think one reason why
there has been some attention paid to it is not only
because of the economic benefits to the people in the
United States and in Central America and the Dominican
Republic, but as the President frequently reminds us,
there is a geopolitical component to CAFTA.

If is impossible for us in this country to appreciate

the degree to which the people in Central America want
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this agreement, are looking to the United States to
approve the agreement. They desire to have this strong
trade relationship and a strong political relationship
with the United States. There is a lot of turmoil in
Central and South America right now.

In some respects, some of the countries are literally
teetering on fhe‘edge of continuing to be supportive of
the United States and our policies, or perhaps going in a
different direction. We do not pay sufficient attention
to that. I think that is one reason why the
administration has been focusing so much on CAFTA.

The President appreciates what would happen to our
relationship with these countries if we were turn our
back on them and deny CAFTA and to turn it down. I have
spent a lot of time in Central America. I have spent a
lot of time, for example, in El Salvador, and I know what
this agreement means to the people of El Salvador. It is
just unthinkable that we would turn our backs on them.

The key thing for us to remember, is that what is a
very, very minor thing for the United States, literally a
minuscule portion of our economy, is huge to the people
of Central America. We talk about improving their
conditions. They do not want our aid, they just want to
be able to trade with us. CAFTA enables them to do that

in a robust way.
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So, I urge my colleagues, when they are thinking
about this, not only to look at the economic
consequences, and certainly not narrowly to some
particular interest here in the United States, but to
balance that against the geopolitical component here,
what the President likes to talk about.

I hope that my colleagues will conclude that it makes
not only economic sense, but important geopolitical
sense, to approve this agreement to continue the great
relationship that we have with our friends in Central
America.

I thaﬁk you, Mr. Chairman, for all the work that you
have put in to get this agreement approved.

The Chairman. Thank you.

Now, Senator Lincoln?
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OPENING STATEMENT OF HON. BLANCHE LINCOLN, A U.S. SENATOR

FROM ARKANSAS

Senator Lincoln. Thank you, Mr. Chairman. Again,
thank you for your leadership. I appreciate hearing yourn
passion about meeting our responsibilities under TPA,
because I do think that is a critical part of what has
slowed us down, quite frankly, in this debate.

I am pleased to hear Senator Kyl’s comments on
balance and how important balance is, to look at all the
components of what we are dealing with in these trade
agreements. No doubt that it is important to the Central
American countries.

But it is also important to balance that out between
American workers and the opportunities that we have in
this committee and in the negotiations that We take upon
ourselves in these agreements to make sure that there is
a balance.

Mr. Chairman, I think no trade matter since NAFTA has
posed as much of a challenge to congressional support for
expanded trade as the agreement that we are addressing
this morning.

I, for one, have an unblemished voting record in
support of a pro-trade agenda. As a newly-elected

Congresswoman from the First District of Arkansas, one of
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my very first votes was NAFTA. I voted for NAFTA, and I
have heard about it ever since.

Once again, I am here this morning with some mixed
emotions. On the one hand, we have an agreement that
creates greater opportunities for our U.S. exports and
U.S. investments in a region that is very important to
our national interest: the efforts that we have made in
Central and South America, the growth of democracy in
those areas are incredibly important to the well-being of
our hemisphere.

The benefits of the agreement are mostly in one
direction, since most goods from Central America already
come into the U.S. at little to no duty as a result of
the existing trade preferences that we give our Central
American neighbors.

But is inaccurate to say that the benefits flow
entirely in one direction. You look around the room at
many of our friends here from sugar-producing States and
it reminds us that there are some strong anxieties in
some of our States over some of thesé issues.

Others here, including myself, are wondering what
this agreement does for the direction of labor and
environmental standards in the U.S. trade policy agenda.
These are some legitimate concerns that I think many of

us have tried to express through the normal processes
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that exist through TPA.

I guess, frankly, I am somewhat disappointed with the
way that CAFTA has been handled, the missed opportunity
that we had to really be able to present a unified team
on behalf of our Nation on the issues of trade.

I am disappointed that the administration sent this
legislation to Congress without taking the two different
bills between the House and the Senate to conference. I
guess I am also disappointed that no consideration
whatsoever was given to the Wyden TAA amendment that
passed in this committee after we had great discussion
over that.

Senators raised several concerns during the mock
mark-up, but rather than taking the meaningful steps
towards addressing these concerns, the administration has
chosen, really, to ignore those concerns and try to force
the legislation through Congress.

Far worse, I think, is the apparent desire to want to
pass this agreement by the slimmest of margins, or at
least waiting until the last minute to try to get a more
unified support, when we COuld have had a unified voice,
when we could have had a really strong bipartisan effort.
I believe that the broad support’for CAFTA was possible,
and.is possible, on both sides of the aisle.

Mr. Chairman, my unblemished record on trade also
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includes support for trade promotion authority. I did so
in good faith, and with the understanding that the
administration--any administration, this administration
and others--and Congress would work closely to forge a
trade agenda that works for all of ‘America. I do not
believe that that has occurred with regard to CAFTA. We
have taken it in jumpy steps, at best.

As Senator Baucus noted yesterday, President Bush
likes to say that trade is for everyone. He likes to say
that we all share the benefits, including workers, and he
claims to care a lot about having a skilled workforce
that can keep American businesses competitive in a global
marketplace.

The Wyden amendment that we dealt with here in this
committee in the mock mark-up presented the opportunity
to accomplish exactly that. TPA was intended to be
teamwork.

TPA was passed with the idea that. Congress would work
in consultation with the administration, because many of
us knew that striking a deal with 535 different interests
was virtually impossible, but that the administration
would consult us, they would work with us, for a job that
we could all consider to be well done.

Mr. Chairman, when I first ran for Congress,

absolutely no one thought I would win. No one. The day
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1 of the election, I rode down to the polls with my

2 parents, and my mother had planned a big, festive party.

3 I looked at her and said, no one thinks I am going to
4 win. I cannot believe ybu are planning a big party. And
5 she looked at me and she said, "You know, regardless,

6 win, lose or draw, you always celebrate a job well done.
7 When you put everything into something and you give it

8 your best, you celebrate that."
9 That is what we should be working towards in this
10 Congress, is a job well done. Not that everybody is

11 going to get everything that they want, but the fact

12 that, as we'work together as a team, we can report to the
13 American people that we have done the best job we could

14 possibly do.

15 That means working in consultation with the

16 administration, and it means the administration working
17 with us. That is what I believe, more than anything, the
18 people of this great country want to see us do. Not that
19 any one side is going to get all of what they want, Mr.
20 Chairman.

21 You have done a tremendous job in working in a

22 bipartisan way, I think, to take home to the American

23 people that everybody has tried to do their best job. No

24 agreement is perfect, but some are better than others, if

25 for no other reason than that they offer ‘great
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opportunities for significant growth.

That is what the American people want to see. They
want to see our country growing. They do not want to see
it stagnant, and they certainly do not want to see us
bickering over the things that we could come together and
work through.

The whole premise behind trade promotion authority is
that the administration would lead us and consult us, and
take seriously that consultation that we provide, not
ignore it, not say that it does not matter or that the
people we all represent in our different constituencies
do not have a purpose or do not have a concern.

Mr. Chairman, broadly speaking, I do believe that
more trade is better than less. A simple cost/benefit
analysis of this agreement suggests to me that this
agreement is a net positive for my State of Arkansas.

I want to say how grateful I am to Mr. Allen Johnson
for his attention to some very sensitive iésues on behalf
of much of what my State depends on in terms of the
economy, and he did so with, as I said, great
sensitivity, but a tremendous amount of attention, and I
am grateful. I am very grateful.

On that basis, I certainly have decided to support
CAFTA. I did previously in the committee, and will so

again. I believe, however, that it is that great
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attention to detail and the sensitivity of those issues
that makes these kind of agreements successful, and we
can do that in this committee and in this Congress. The
administration can do that, in working with us, being
sensitive and paying greater attention to what we need to
pay attention to.

In the meantime, Mr. Chairman, I do encourage
Ambassador Portman to lift U.S. trade.policy out of these
divisive debates and to craft an agenda that can best
unite our common interests. I cannot think of anyone
better to work with him than you and Senator Baucus, who
have been an exemplary example of bipartisanship in this
committee.

I think our challenge is not simply to expand
commerce, but to maximiée,our opportunities. The world
is a growing place, and we all know that. We know we
cannot circle our wagons, sell our widgets, gadgets,
hamburgers, and everything else here that we produce in
this country to one another. We have got to reach beyond
our borders and we have got to be a part of this global
economy, but we have to do so in a way that is fair to
the American people.

There is a difference. If we manage the expansion of
our commerce, we will begin to renew confidence, I think,

in our trade agenda and with the American people.
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Mr. Chairman, I will end by saying that an indication
that this administration has a modicum of respect for
this committee and the members of Congress would really
be a tremendous start in taking seriously the role that
we play in TPA, particularly those of us that have
supported it time and time again.

I look forward to us in this committee, and
particularly you, Mr. Chairman and Senator Baucus, in
helping us lead that way.

Thank you.

The Chairman. Yes. Thank you very much.

Could I ask other members who wanted to speak if they
could speak if they could speak after we have our vote?
If anybody does not object, I would like to go then to
the vote, because we do have a quorum and Senator Schumer
has to leave right away.

[No response]

The Chairman. At this point then, there is a quorum
present. I move the committee favorably report S. 1307,
the Dominican Republic-Central American-United States
Free Trade Agreement Implementation Act. Those in favor,
say aye.

[A chorus of ayes]

The Chairman. Those opposed, say no.

[A chorus of nays]
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The Chairman. The ayes seem to have it. The ayes
do have it. So, the bill is favorably reported.

Senator Baucus. I do not know i1f anybody wants a
recorded vote. I am not pushing for one, but if anybody
does, fine.

. The Chairman. All right.

Now we would go to Burma. We will take up S.J.
Resolution 18, a Joint Resolution approving the renewal
of the import restrictions contained in the Burmese
Freedom and Democracy Act of 2003.

I move the committee favorably report S.J. Res. 18.
I now ask all those in favor, say aye.

[A chorus of ayes]

The Chairman. Those opposed, say no.

[No response]

The Chairman. That is unanimously reported. So,
S.J. Res. 18 is favorably reported.

Are there any other members that want to speak on the

agreement at this point?

Senator Smith. Mr. Chairman?
The Chairman. Yes, Senator Smith?
Senator Smith. I am for CAFTA. I have a lengthy

statement I would like to include in the record.
. The Chairman. It will be included in the record.

[The prepared statement of Senator Smith appears in
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the appendix.]

The Chairman. Does anybody else want to speak?
[No response]
The Chairman. All right. The meeting is adjourned.

[Whereupon, at 9:51 a.m. the meeting was concluded. ]
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The Honorable Jeff Bingaman

U.S. Senate
Washington DC 20510

Dear Jeff,

- As the Congress considers the CemIaI'Ame,rica-Dominica'n Republic Free Trade

Agreement (CAFTA-DR), you have raised concerns about ongoing efforts to improve
-enforcement of labor laws and to monitor progress in this regard in the CAFTA-DR
signatory countries. As you know, Congress appropriated $20 million in FY05
specifically for projects to improve labor and environmental law enforcement in these

countries.

The recent House Appropriations Committee mark-up of the FY06 Foreign Operations
appropriations bill increases this commitment for the next fiscal year, with $40.million
earmarked for labor and environmental enforcement capacity-building in the CAFTA-DR
signatory countries. The Administration is Wlllmg to support this level of fundmg in the

FYO06 Senate appropriations bill.

Furthermore, because we are willing to make a longer-term commitment to improve labor
and environmental law enforcement in the CAFTA-DR countries, the Administration is
willing to propose and support this same level of labor/environment capac1ty—bu11dmg
assistance for the next three fiscal years, FY07 through FY09.

More specifically, you have suggested the assistance of the International Labor
Organization (ILO) in monitoring and verifying progress in the Central American and
Dominican governments’ efforts to improve labor law enforcement and working
conditions.

We are willing to implement your idea. Your proposal, as I understand it, is that the ILO
would make a transparent public report of its findings every six months. The
Administration has now consulted with the ILO and determined that this function would
require additional funding to the ILO of approximately. $3 million annually. The
Administration is willing to devote approximately $3 million of the $20 million in FY05
labor enforcement assistance monies to support and fund this ILLO monitoring initiative.
To ensure that this monitoring continues, the Administration is willing to continue a
funding commmnent to ILO momtonng for the next three ﬁscal years, FYO7 through

FYO09. T -

The Administration also shares your goal of ensuring that we pair expanded trade
opportunities with economic development assistance designed to ease the transition to
free trade, especially for rural farmers in our CAFTA-DR partners. On June 13, 2005,
the U.S. Millennium Challenge Corporation (MCC) signed a $215 million compact with
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Honduras targeted specifically at rural development and infrastructure, and on the same
day the MCC announced a $175 million compact with Nicaragua that will be 51gned

shortly.

As Secretary Rice and I have already communicated to you, we are willing to give high
priority to negotiating compacts with El Salvador, Guatemala, and the Dominican

- Republic when those countries become eligible for MCC assistance under higher per
capita income caps next year. I anticipate that such compacts would provide substantial
U.S. economic assistance for rural development in these countries. :

In addition, the Adm1mstrat10n has worked with the Inter-American Development Bank
(IDB) to provide new assistance, including $10 million in new grants announced by the
IDB earlier this month for rural development and institution building. I hope you will

join me and officials from the IDB, World Bank, and other institutions next month for an ‘

international donors conference to discuss other ways we can direct development
assistance toward meeting the needs of rural populations. ~

To address “your specific concern about the penod before MCC compacts mlght be
negonated with El Salvador, Guatemala, and the Dominican Republic, the Administration
is willing to support additional spending for rural development assistance of $10 million
per year for each of those countries starting in FY07 for a total of five years, or until the

signing of an MCC compact with such country, whichever comes first. This amounts to a

$150 million commitment in transitional rural assistance for these countries over five
years.

These monies will provide transition assistancé to rural farmers in these three countries
for a defined period, while preserving & very strong incentive for candidate countries to
meet the statutory criteria to receive what would likely be much higher levels of

. economic assistance under an MCC compact. Since the implementation of CAFTA-DR
- requires steps which reinforce the statutory criteria for funding under the MCC law, I
believe that implementation of the agreement will assist these three countries to move
quickly toward qualifying for a successful MCC compact with the United States.

Furthermore, because many of the agreement’s requirements for agriculture liberalization
in the CAFTA-DR countries for sensitive commodities -- such as dairy, poultry, and rice
-- will not fully occur until ten, fifteen, or even twenty years after CAFTA’s
implementation date, I am confident that this transitional mechamsm prov1des ample time

- - for adjustment in the rural economies of these nationsz:. - e

Sincerely,

Tty Dl

Rob Portman




THE DOMINICAN REPUBLIC - CENTRAL AMERICA — UNITED STATES
FREE TRADE AGREEMENT IMPLEMENTING LEGISLATION AND
' SUPPORTING DOCUMENTATION

Consistent with the provisions of section 2105(a)(1)(A) and (B) of the Trade Act 0f 2002 (19
U.S.C. § 3805(a)(1)(A) and (B)) (“the Act”™):

|
|
|
i
|
‘ .
|

On February 20, 2004, the President notified the House of Representatives and the Senate
of the President’s intention to enter into a free trade agreement with Costa Rica, El
Salvador, Guatemala, Honduras, and Nicaragua (“Central America’)(40 Wkly. Comp. of
Pres. Docs. 263 (2004)). On March 24, 2004, the President notified the House of
Representatives and the Senate of the President’s intention to enter into a free trade
agreement with the Dominican Republic (40 Wkly. Comp. of Pres. Docs. 462 (2004)).

On February 24, 2004, the President published in the Federal Register a notice of the
President’s intention to enter into a free trade agreement with Central America (69 Fed.
Reg. 8543 (2004)). On March 26, 2004, the President pubhshed in the Federal Register a
notice of the President’s intention to enter into a free trade agreement with the Dominican
Republic (69 Fed. Reg. 16161 (2004)).

On August 5, 2004, the United States Trade Representative entered into a free trade
agreement with Central America and the Dominican Republic (“Agreement”).

On October 4, 2004, the United States Trade Representative transmitted to the Congress a
description of changes to existing U.S. laws required to comply with the Agreement.

The following documents are submitted to the Congress under section 2105 of the Act.
Submitted herewith or within these documents are:

a copy of the final legal text of the Agreement (Tab 1);
a draft of an implementing bill described in section 2103(b)(3) of the Act (Tab 2);

a statement of any administrative action proposed to implement the Agreement, which
includes an explanation as to how the implementing bill and proposed administrative
action will change or affect existing law, whether and how the Agreement changes
provisions of an agreement previously negotiated, and how the implementing bill meets
the standards set forth in section 2103(b)(3) of the Act (Tab 3);

a statement setting forth the reasons of the President regarding how and to what extent

the Agreement makes progress in achieving the applicable purposes, policies, objectives,
and priorities of the Act (Tab 4); and

a statement setting forth the reasons of the President regarding how the Agreement serves
the interest of U.S. commerce (Tab 5).




Additionally, a summary of the Agreement (Tab 6), as required by section 162 of the Trade Act
of 1974 (19 U.S.C. § 2212), and 30 letters and three Understandings related to the Agreement are
submitted herewith to the Congress.
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Approving the renewal of import restrictions contained in the Burmese -
: Freedom and Democracy Act of 2003.

IN THE SENATE OF THE UNITED STATES

| May 10, 2005 . .

Mr. McCONNELL (for himself, Mrs. FEINSTEIN, Mr. McCaN, Mr. LEARY,
Mr. BROWNBACK, Mr. OBAMa, Ms. MURKOWSKI, and Mr. ALEXANDER)
introduced the following joint resolution; which was read twice and re-
ferred to the Committee on Finance

JOINT RESOLUTION
~ Approving the re_newa.l'of import restrictions contained in
the Burmese Freedom and Demoeracy Act of 2003.
1 Resolved by the Senate and House of Representatives
2 of the United States of America in Congress assembled,
3 That Congr_ess approves the renewal of the Import restrie-

4 tions contained in section 3(a)(1) of the Burmese Freedom
5 and Democracy Act of 2003. .
O



1091 CONGRESS
1ST SESSION S.

IN THE SENATE OF THE UNITED STATES

Mr. : (for himself and Mr. . ) (by re-
quest) introduced the following bill; which was read twice and referred
to the Committee on

A BILL

To implement the Dominican Republic-Central America-
United States Free Trade Agreement.

1 Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION. 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as the
“Dominican Republic-Cenfral America-United States Free
Trade Agreement Implementation Act”.

(b) TABLE OF CONTENTS.—The table of contents for

00 N N AW N
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this Act is as follows:

Sce. 1. Short title; table of contents.
See. 2. Purposes.
Sec. 3. Definitions.

June 23, 2005
|
|
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TITLE I—APPROVAL OF, AND GENERAL PROVISIONS RELATING
TO, THE AGREEMENT

See. 101. Approval and entry into force of the Agreement,

Sec. 102. Relationship of the Agreement to United States and State law.

Sec. 103. Implementing actions in anticipation of entry into force and initial
regulations.

See. 104. Consultation and layover provisions for, and effective date of, pro-
claimed actions,

See. 103. Administration of dispute settlement proceedings.

Sec. 106. Arbitration of claims.

See. 107, Effective dates; effect of termination.

" TITLE II—CUSTOMS PROVISIONS

Sec. '201. Tariff modifications.

See. 202. Additional duties on certain agricultural goods.

See. 203. Rules of origin.

See. 204, Customs user fees. :

Sec. 205. Retroactive ‘application for certain liquidations and reliquidations of
textile or apparel goods.

Sec. 206. Disclosure of incorrect information; false certifications of origin; de-
nial of preferential tariff treatinent.

Sec. 207. Reliquidation of entries.

Sec. 208. Recordkeeping requirements.

See. 209. Enforcement relating to trade in textile or apparel gzoods.

Sec. 210. Regulations.

TITLE III—RELIEF FROM IMPORTS

Sec. 301. Definitions.

Subtitle A—Relief From Imports Benefiting From the Agreement

See. 311. Comnencing of action for relief.
Sec. 312. Commission action on petition.
Sec. 313. Provision of relief.

Sec. 314. Termination of relief authority.
See. 315. Compensation authority.

See. 316. Confidential business information.

Subtitle B—Textile and Apparel Safeguard Measures

See. 321. Commencement of action for relief.
See. 322, Determination and provision of relief.
See. 323. Period of reliof.

Sec. 324. Articles exempt from relief.

Sec. 325. Rate after termination of import relief.
See. 326. Termination of relief authority.

See. 327. Compensation authority. '

See. 328. Confidential business information.

Subtitle C—Cases Under Title II of the Trade Act of 1974
See. 331. Findings and action on goods of CAFTA-DR countries.

TITLE IV—MISCELLANEOUS

June 23, 2005
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See. 401. Eligible produets.
Sec. 402. Modifications to the Caribbean Basin Economic Recovery Act.
| See. 403. Periodic reports and meetings on labor obligations and labor capacity-
: building provisions. '
1 SEC. 2. PURPOSES.
2 The purposes of this Act are—
3 (1) to approve and implement the Free Trade
4 Agreement between the United States, Costa Rica, ,
5 - the Dominican Republic, El Salvador, Guatemala,
6 Honduras, and Nicaragua entered into under the au- -
7 thority of section 2103(b) of the Bipartisan Trade
8 Promotion Authority Act of 2002 (19 U.S.C.
9  3803(h)); ‘
10 (é) to strengthen and develop economic rela-
11 tions between the United States, Costa Rica, the
12 Dominican Republie, El Salvador, Guatemala, Hon-
13 duras, and Nicaragua for their mutual benefit;
14 (3) to establish free trade between the United
15 States, Costa Rica, the Dominican Republie, El Sal-
16 vador, Guatemala, Honduras, and N icarag'ua‘
17 through the reduction and elimination of barriers to
18 trade in goods and services and to iﬁvestment; and
19 (4) to lay the foundation for further coopera-
20 tion to expand and enhance the benefits of the
21 Agreement.
22 SEC. 3. DEFINITIONS. |
23 In this Act:
June 23, 2005
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S.L.C.
4
(1) AGREEMENT.—The term “Agreement”
means the Dominican ARepublic—Central America-
United States Free Trade Agreement approved by
the Congress under section 101(a)(i).

(2) CAFTA-DR COUNTRY.—Except as pro-

vided in section 203, the term “CAFTA-DR coun-

try’”’ means—

(A) Costa Rica, for such time as the
Agreement is in force between the United
States and Costa Rica;

(B) the Dominican Republie, for such time
as the 'Agreement is in force between the
United States and the Dominican Republie;

(C) El Salvador, for such time as the
Agreement is in force between the United
States and El Salvador;

(D) Guatemala, for such time as the
Agreement is in force between the United
States and Guatemala;

(E) Honduras, for such ﬁme as the Agree-
ment is in foree between the United States and
Honduras; and

(F) Nicaragua, for such time as the Agree-
ment is in foree between the United States and

Nicaragua.
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1 (3) CoMMISSION.—The term ‘“Commission”
2 means the United States International Trade Com-
3 mission.

4 (4) HTS.—The term “HTS” means 1;11e Har-
5 monized Tariff Schedule of the United States.

6 (5) TEXTILE OR APPAREL GOOD.—The term
7 - “textile or apparel good” means a good listed in the
8 Annex to the Agreement on -Textﬂes and Clothing
9 referred to in section 101(d)(4) of the Uruguay
10 Round Agreements Act (19 U.S.C. 3511(d)(4)),_
11 other than a good listed in Annex 3.29 of the Agree-
12 ment. ' :

13 TITLE I—APPROVAL OF, AND
14 GENERAL PROVISIONS RE-
15 LATING TO, THE AGREEMENT
16 SEC. 101. APPROVAL AND ENTRY INTO FORCE OF THE
17 AGREEMENT.

18 (a) APPROVAL OF AGREEMENT AND STATEMENT OF
19. ADMINISTRATIVE ACTION.—Pursuant to section 2105 of
20 the Bipartisan Trade Promotion Authority Aect of 2002
21 (19 U.S.C. 3805) and section 151 of the Trade Act of
22 1974 (19 US.C. 2191), the Congress approves—
23 (1) the Dominican Republic-Central America-
24 United States Free Trade Agreement entered into
25

June 23, 2005

on August 5, 2004, with the Governments of Costa
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Rica, the Dominican Republic, El Salvador, Guate-
mala, Honduras, and Nicaragua, and submitted to
the Congress on [____, 2005]; and

(2) the statement of administrative action pro-
posed to implement the Agreement that was sub-
mitted to the Congress on [____, 2005].

. (b) CONDITIONS FOR ENTRY INTO FORCE OF THE
AGREEMENT.—At such time as the President determines
that countries listed in subsection (a)(1) have taken meas-
ures necessary to comply with the provisions of the Agree-
ment that are to take effect on the date on Which the
Agreement enters into force, the President is authorized
to provide for the Agreeh;ent to enter into force with re-
spect to those countries that provide for the Agreement
to enter into force for them.

SEC. 102. RELATIONSHIP OF THE AGREEMENT TO UNITED
STATES AND STATE LAW.
(a) RELATIONSHIP OF AGREEMENT TO UNITED
STATES LiAw.—

(1) UNITED STATES LAW TO PREVAIL IN CON-
FLICT.—No provision of the Agreement, nor the ap-
plication of ahy such provision to any person or cir-
cumstance, which is inconsistent with any law of the

United States shall have effect.
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1 (2) CoNSTRUCTION.—Nothing in this Act shall
2 be construed—

3 (A) to amend or modify any law of the
4 United States, or

5 (B) to limit any authority conferred under
6 any law of the United States,

7 . unless specifically provided for in this Act.

8 (B) RELATIONSHIP OF AGREEMENT TO STATE
9 LAw.—

10 (1) LEGAL CHALLENGE.—No State law, or the
11 application thereof, may be declared invalid as to
12 any person or circumstance on the ground that the
13 provision or a.pplic;g.tion is inconsistent with the
14 Agreement, except in an action brought by the
15 United States for the purpose of declaring such law
16 or application invalid.

17 (2) DEFINITION OF STATE LAW.—For purposes
18 of this subsection, the term ‘“‘State law” includes—
19 (A) any law of a political subdivision of a
20 State; and
21 (B) any State law regulating or taxing the
22 business of insurance.
23 (¢) EFFECT OF AGRREMENT WITH RESPECT TO PRI-

24 vATE REMEDIES.—No person other than the United

25 States—
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8
(1) shall have any cause of action or defense
under the Agreement or by virtue of congressional
approval thereof; or
(2) may challenge, in any action brought under
any provision of law, any action or inaction by any

department, agency, or other instrumentality of the

- United States, any State, or any political subdivision

SEC.

of a State, on the ground that such action or inac-
tion is inconsistent with the Agreement.
103. IMPLEMENTING ACTIONS IN ANTICIPATION OF
ENTRY INTO FORCE AND INITIAL REGULA-
TIONS,
(a) IMPLEMENTING A:CTIONS.—-A
(1) PROCLAMATION AUTHORITY.—After the
date of the enactment of this Act—
(A) the President may proclaim such ac-
tions, and
(B) other appropriate officers of the
United States Government may issue such reg-
ulations,
as may be necessary to ensure that any provision of
this Act, or amendment made by this Act, that takes
effect on the date the Agreement enters into force
is appropriately implemented on such date, but no

such proclamation or regulation may have an effec-
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(2) EFFECTIVE DATE OF CERTAIN PROCLAIMED
ACTIONS.—Any action proclaimed by the President
under the authority of this Act that is not subject
to the consultation and layover provisions under sec-
tion 104 may not take effect before the 15th day
after the date on’ which the text of the proclamation
is published in the Federal Register.

(3) WAIVER OF 15-DAY RESTRICTION.—The 15-
day restriction contained in paragraph (2) on the
taking effect of proclaimed actions is waived to the
extent that the applﬂgation of such restriction would
prevent the taking effect on the date the Agreement
enters into force of any action proclaimed under this
section.

(b) INITIAL REGULATIONS.—Initial regulations flec-
essary or appropriate to carry out the actions required by
or authorized under this Act or proposed in the statement
of administrative action submitted under section
101(a)(2) to implement the Agreement shall, to the max-
imum extent feasible, be issued within 1 year after the
date on which the Agreement enters into force. In the case
of any implementing action that takes effect on a date

after the date on which the Agreement enters into force,
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initial regulations to carry out that action shall, to the

maximum extent feasible, be issued within 1 year after

such effective date.

SEC. 104. CONSULTATION AND LAYOVER PROVISIONS FbR,
AND EFFECTIVE DATE OF, PROCLAIMED AC-
TIONS.,

- If a provision of this Act provides that the implemen-
fa.tion of an action l;y the President by proclamation is
subject to the consultation and layover requirements of
this section; such action may be proclaimed only if—

(1) the President has obtained advice regarding

* the proposed action from-—

(A) the appropriate advisory committees
established under section 135 of the Trade Act
of 1974 (19 U.S.C. 2155); and

(B) the Commission; |
(2) the President has submitted to the Com-

mittee on Finance of the Senate and the Committee
on Ways and Means of the House of Representatives
a report that sets forth—

(A) the action proposed to be proclaimed
and the reasons therefor; and

(B) the advice obtained under paragraph
(1);
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(3) a period of 60 calendar days, beginning on
the first day on which the requirements set forth in
paragraphs (1) and (2) have been met has expired;
and

(4) the President has consulted with such Com-
nittees regarding the proposed action during the pe-

;' riod referred to in paragraph (3).
SEC. 105. ADMINISTRATION OF DISPUTE SETTLEMENT PRO-
CEEDINGS.

(a) ESTABLISHMENT OR DESIGNATION OF OFFICE.—
The President is authorized to establish or designate with-
in the Department of Commerce an office that shall be
responsible for providing .administrative assistance to pan-
els established under chapfer 20 of the Agreement. The
office may not be considered to be an agency for purposes
of section 552 of title 5, United States Code.

(b) AU’I‘HORIZATION_ OF APPROPRIATIONS.—There
are authorized to be appropriated for cach fiscal year after
ﬁscé\l year 2005 to the Department of Commerce such
sums as may be necessary for the establishment and oper-
ations of the office established or designated under sub-
section (a) and for the payment of the United States share
of the expenses of panels established under chapter 20 of

the Agreement.
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SEC. 106. ARBITRATION OF CLAIMS,

The United States is authorized to resolve any claim
against the United States covered - by article
10.16.1(a)(i)(C) or article 10.16.1(b)(1)(C) of the Agree-
ment, pursuant to the Investor-State Dispute Settlement
procedures set forth in section B of chapter 10 of the
Agreement.

SEC. 107. EFFECTIVE DATES; EFFECT OF TERMINATION.

(a) EFFECTIVE DATES.

Except as provided in sub-
section (b), the provisions of this Act and the amendments
made by this Act take effect on the date the Agreement
enters into force.

(b) EXCEPTIONS.—Sections 1 through 3 and this
title take effect on the date of the enactment of this Act.

(c) TERMINATION OF CAFTA-DR STATUS.—During
any period in which a country ceases to be a CAFTA-
DR country, the provisions of this Act (other than this
subsection) and the amendments made by this Act shall
cease to have effect with respect to that country.

(d) TERMINATION OF THE AGREEMENT.—On the
date on which the Agreement ceases to be in force with
respect to the United States, the provisions of this Act
(otl;er than this subsection) and the amendments made

by this Act shall cease to have effect.
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i TITLE II—CUSTOMS PROVISIONS

2 SEC. 201. TARIFF MODIFICATIONS.
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(a) TARIFF MODIFICATIONS PROVIDED FOR IN THE

AGREEMENT.—

(1) PROCLAMATION AUTHORITY.—The Presi-

dent may proelaim—
(A) such ﬁaodiﬁcations or continuation of
any duty,
| (B) such continuation of duty-free or ex-
cise treatment, or
(C) such additional duties,
as the President determines to be necessary or ap-
propriate to carry ouf or apply articles 3.3, 3.5, 3.6,
3.21, 3.26, 3.27, and 3.28, and Annexcs 3.3, 3.27,
and 3.28 of the Agreement.

(2) EFFECT ON GSP STATUS.—Notwithstanding
section 502(a)(1) of the Trade Act of 1974 (19
U.S.C. 2462(a)(1)), the President shall terminate
the designation of each CAFTA-DR country as a
beneficiary developing country for purposes of title V
of the Trade Act of 1974 on the date tﬁe Agreement
enters into force with respect to that country.

(3) EFFECT ON CBERA STATUS.—

(A) IN GENERAL.—Notwithstanding sec-

tion 212(a) of the Caribbean Basin Economic
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1 Recovery Act (19 U.S.C. 2702(a)), the Presi-
2 dent shall terminate the designation of each
3 CAFTA-DR country as a beneficiary country
4 for purposes of that Act on the date the Agree-
5 ment enters into force with respect to that
6 country.
7 (B) EXCEPTION.—Notwithstanding sub-
‘ 8 paragraph (A), each such country shall be con-
9 sidered a benéficiary country under section
10 212(a) of the Caribbean Basin Economic Re-
| .ll covery Act, for purposes of—
} 12 (i) secetions T7L(7)(G)(1)(III) and
13 T71(T)(H) of the Tariff Act of 1930 (19
14 U.S.C. 1677(7)(G)(i1) (I1T) and
15 1677(7)(H));
16 (ii) the duty-free treatment provided
17 under paragraph 12 of Appendix I of the
18 | General Notes to. the Schedule of the
19 | United States to Annex 3.3 of the Agree-
20 | ment; and
21 (111) section 274(h)(6)(B) of the Inter-
22 nal Revenue Code of 1986.
23 (b) OTHER TARIFF MoblFICATIONS.—Subject to the

24 consultation and layover provisions of section 104, the

25 President may proclaim—
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(1) such modifications or continuation of any
duty,

(2) such modifications as the United States
may agree to with a CAFTA-DR country regarding
the staging of any duty treatment set forth in Annex
3.3 of the Agreement,

(3) such continuation of duty-free or excise
treatment, or

(4) such additional duties,

as the President determines to be necessary or appropriate
to maintain the general level of reciprocal and mutually
advantageous concessions provided for by the Agreement.
(¢) CONVERSION TO AD VALOREM RATES.—For pur-
poses of subsections (a) and (b), with respect to any good
for which the basé rate in the Schedule of the United
States to Annex 3.3 of the Agreement is a specific or com-
pound rate of duty, the President may substitute for the
base rate an ad valorem rate that the President deter-
mines to be equivalent to the base rate. |
SEC. 202. ADDITIONAL DUTIES ON CERTAIN AGRICUL-
TURAL GOODS.
(a) GENERAL PROVISIONS.—

(1) APPLICABILITY OF SUBSECTION.—This sub-

section applies to additional duties assessed under

subsection (b).
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1 (2) APPLICABLE NTR (MFN) RATE OF DUTY.— |
2 For purposes of subsection (b), the term “applicable ‘
3 NTR (MFN) rate of duty” means, with respect to-
4 a safeguard good, a rate of duty that is the lesser |
5 of—
6 (A) the column 1 general rate of duty that
7 would, at the time the additional duty is im-
8 posed under subsection (b), apply to a good
9 classifiable in the same 8-digit subheading of
10 the HTS as the safeguard good; or
11 ' (B) the column 1 general rate of duty that
12 would, on the day before the date on which the
13 . Agreement enters into force, apply to a good
- 14 classifiable in the samc 8-digit subheading of
15 the HTS as the safeguard good.
16 - (3) SCHEDULE RATE OF DUTY.—For purposes
17 of subsection (b), the term “schedule rate of duty”
18 means, with respeet to a safeguard good, the rate of
19 duty for that good that is set out in the Schedule
20 of the United States to Annex 3.3 of the Agreement.
21 (4) SAFEGUARD GOOD.—In this section, the
22 term ‘“safeguard good’’ means a good—
23 (A) that is included in the Schedule of the
24 United States to Annex 3.15 of the Agreement;
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(B) that qualifies as an originating good
under section 203, exeept that operations per-
formed in or material obtained from tﬁe United

States shall be considered as if the operations

'were performed in, and the material was ob-
tained from, a country that is not a party to
the Agreement; and |

(C) for which a claim for preferential tariff
treatment under the Agreemént has been made.

(5) EXCEPTIONS.—No additional duty shall be
assessed on a good under subsection (h) if, at the
time of entry, the good is subject to import relief
under—

(A) subtitle A of title III of this Act; or
(B) chapter 1 of title IT of the Trade Act
of 1974 (19 U.8.C. 2251 ct seq.).

(6) TERMINATION.—The assessment of an ad-
ditional duty on a good under subsection (b) shall
cease to apply to that good on the date on which
duty-free treatfnent must be provided to that good
under the Schedule of the United States to Annex
3.3 of the Agreement.

(7) NoTicE.

Not later than 60 days after the
Secretary of the Treasury first assesses an addi-

tional duty in a calendar year on a good under sub-



O:\CRA\CRA05688.LC S.L.C.

18
1 section (b), the Secretary shall notify the country
2 whose good is subject to the additional duty in writ-
3 ing of such action and shall provide to that country
| 4 data supporting the assessment of the additional
5 duty.
6 (b) ADDITIONAL DUTIES ON SAFEGUARD (GOODS.—
C 7 (1) IN GENERAL.—In addition to any duty pro-
8 claimed under subsection (a) or (b) of section 201,
9 and subject to subsection (a), the Secretary of the
10 Treasury shall assess a duty, in the amount deter-
11 mined under paragraph (2), on a safeguard good of
12 a CAFTA-DR country imported into the United
13 States in a calendar year if the Secretary determines
14 that, prior to such importation, the total volume of
15 that safeguard good of such country that is imported
16 into the United States in that calendar year exceeds
17 130 percent of the volume that is set out-for that
18 safeguard good in the corresponding year in the
19 table for that country contained in Appendix I of the
20 General Notes to the Schedule of the United States
21 to Annex 3.3 of the Agreement. For purposes of this
22 subsection, year 1 in that table corresponds to the
23 calendar yealr in which the Agreement enters into
24 force. |

June 23, 2005




O:\CRA\CRA05688.LC

June 23, 2005

- SLC.
19

(2) CALCULATION OF ADDITIONAL DUTY.—The

additional duty on a safeguard good under this sub-

seetion shall be—

~ (A) in the case of a good eclassified under
subheading 1202.10.80, .  1202.20.80,
2008.11.15, 2008.11.35, or 2008.11.60 of the
HTS— '

(i) in years 1 through 5, an amount
equal to 100 percent of the excess of the
applicable NTR (MFN) rate of duty over
the schedule rate of duty;

(ii) in years 6 through 10, an amount
equal to 7‘5 pereent of the excess of the ap-
plicable NTR (MFN) rate of duty over the
schedule rate of duty; and

(iii) in years 11 through 14, an
amount equal to 50 percent of the excess
of the applicable NTR (MFN ) rate of duty
over the schedule rate of duty; and
(B) in the case of any other safeguard

good—

(1) in years 1 through 14, an amount
equal to 100 percent of the excess of the
applicable NTR (MFN) rate of duty over

the schedule rate of duty;
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1 (if) i years 15 through 17, an
amount equal to 75 percent of the excess
of the applicable NTR (MFN) rate of duty
over the schedule rate of duty; and

(ii1) in years 18 and 19, an amount

2
3
4
5
6 : equal to 50 pércent of the excess of the ap-
7 plicable NTR (MFN) rate of duty over the
8 schedule rate of duty.

9 SEC. 208. RULES OF ORIGIN.

10 - (a) APPLICATION AND INTERPRETATION.—In this
11 section:

12 (1) TARIFF CLASSIFICATION.—The basis for

13 any tariff classification is the HTS.
14 (2) REFERENCE TO HTS.—Whenever in this
15 section there is a reference to a chapter, heading, or
16 subheading, such reference shall be a reference to a
17 chapter, heading, or subheading of the HTS.
18 (3) CostT OR VALUE.—Any cost or value re-
19 ferred to in this section shall be recorded and main-
20 tained in accordance with the generally accepted ac-
21 counting principles applicable in the territory of the
22 country in which the good is produced (whether the
23 United States or another CAFTA-DR country).

.24 (b) ORIGINATING GOODS.—For purposes of this Act

25 and for purposes of implementing the preferential tariff
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1 treatment provided for under the Agreement, except as

2 otherwise provided in this section, a good is an originating

3 good if—

4 (1) the good is a good wholly obtained or pro-
5 duced entirely in the territory of one or more of the
6 CAFTA-DR countries;

7 (2) the good—

8 (A) is produced entirely in the territory of
9 one or more of the CAFTA-DR countries,
10 and— |
11 (i) each of the nonoriginating mate-
12 rials used in the production of the good
13 uﬁdergoes :an applicable change in tariff
14 classification specified in Annex 4.1 of the
15 Agreement; or

16 (ii) the good otherwise satisfies any
17 applicable regional value-content or other
18 requirements specified in Annex 4.1 of the
19 Agreement; and

20 (B) satisfies all other applicable require-
21 ments of this section; or

22 (3) the good is produced entirely in the terri-
23 tory of one or more of the CAFTA-DR countries,
24 exclusively from materials deseribed in paragraph
25 (1) or (2).
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(¢) REGIONAL VALUE-CONTENT.—

(1) IN GENERAL.—For purposes of subsection
(b)(2), the regional value-content of a good referred
to in Annex 4.1 of the Agreement, except for goods
to which' paragraph (4) applies, shall be calculated

by the importer, exporter, or producer of the good,

. on the basis of the build-down method described in

paragraph (2) or the build-up method described in
paragraph (3).
(2) BUILD-DOWN METHOD.—
(A) IN GENERAL,—The regional value-con-
tent of a good may be calculated on the basis

of the following ‘build-down method:

AV-VNM
v

RVC = x 100

(B) DEFINITIONS.—In subparagraph (A):

(i) RVC.—The term “RVC” means
the regional value-content of the good, ex-
pressed as a percentage.

(i) AV.—The term “AV’’ means the
adjusted value of the good.

(iii) VNM.—The term “VNM” means
the value of nonoriginating materials that
are acquired and used by the producer in

the production of the good, but does not
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include the value of a material that is self-
produced.
(3) BUILD-UP METHOD.—
(A) IN GENERAL.—The regional value-con-
tent of a good may be calculated on the basis

of the following build-up method:

RVC = x 100

vOM
v
(B) DEFINITIONS.—In subparagraph (A):
(i) RVC.—The term “RVC” means
the regional value-content of the good, ex-
pressed as a percentage.
(i) AV.—The term “AV” means the
adjusted val.ue of the good.
(iii)) VOM.—The term “VOM” means
- the value of originating materials that are
acquired or self-produced, and used by the
producer in the production of the good.
(4) SPECIAL RULE FOR CERTAIN AUTOMOTIVE
GOODS.—

(A) IN GENERAL.—For purposes of sub-
section (b)(2), the regional value-content of an
automotive good referred to in Annex 4.1 of the
Agreement may be caleulated by the importer,
exporter, or producer of the good, on the basis

of the following net cost method:
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rve = ST x 100
1 (B) DEFINITIONS.—In subparagraph (A):
2 (i) AUTOMOTIVE GOOD.—The term
3 “automotive good” means a good provided
i 4 for in any of subheadings 8407.31 through
5 8407.34, subheading 8408.20, heading
6 8409, or in any of headings 870i through
7 8708.
8 (i) RVC.—The term “RVC” means
9 the regional value-content of the auto-
10 motive good, expressed as a percentage.
11 (iii) NC.—The term “NC” means the
12 net cost of the automotive good.
13 (iv) VNM.—The term “VNM" means
14 the value of nonoriginating materials that
15 are acquired and used by the producer in
16 the productioﬁ of the automotive good, but
17 does not include the value of a material
18 that is self-produced.
19 (C) MOTOR VEHICLES.—
20 (i) BASIS OF CALCULATION.—For
21 purposes of determining the regional value-
22 content under subparagraph (A) for an
23 automotive good that is a motor vehicle
24 provided for in any of headings 8701

June 23, 2005
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1 through 8705, an importer, exporter, or
2 producer may average the amounts cal-
3 culated under the formula contained in
4 subparagraph (A), over the producer’s fis-
5 cal year—

6 (I) with respect to all motor vehi-
7 cles in any 1 of the categories de-
8 seribed in clause (ii); or

9 (IT) with respeet to all motor ve-
10 hicles in any such category that are
11 exported to the territory of one or
12 more of the CA'TA-DR countries.

13 (i1) CATEGORIES.—A category is de-
14 seribed in this clause if it—

15 (I) is the same model line of
16 motor vehicles, is in the same class of
17 vehicles, and is produced in the same
18 plant in the territory of a CAFTA-
19 DR country, as the good described in
20 clause (i) for which regional value-
21 content is being calculated;
22 (II) is the same class of motor
23 vehicles, and is produced in the same
24 plant in the territory of a CAFTA-
25 DR country, as the good deseribed in

June 23, 2005
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1 clause (i) for which regional value-
2 content is being calculated; or

3 (ITI1) is the same model line of
4 motor vehicles produced in the terri-
5 tory of a CAFTA-DR country as the
6 good described in clause (i) for which
7 regional value-content is being cal-
8 culated.

9 (D) OTHER AUTOMOTIVE GOODS.—For
10 purposes of determining the regional value-con-
11 tent under subparagraph (A) for automotive
12 goods provided for in any of subheadings
13 8407.31 through 8407.34, in subheading
14 8408.20, or. in heading 8409, 8706, 8707, or
15 | 8708, that are produced. in the same plant, an
16 importer, exporter, or producer may—

17 ' (i) average the a.mounts calculated
18 . - under the formula contained in subpara-
19 graph (A) over—
20 (I) the fiscal year of the motor
21 vehicle producer to whom the auto-
22 motive goods are sold,
23 (II) any quarter or month, or
24 (IIT) its own fiscal year,

June 23, 2005
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| if the goods were produced during the fis-
2 cal year, quarter, or month that is the
3 basis for the calculation;

4 (i) determine the average referred to
5 in clause (i) separately for such goods sold
6 to 1 or more motor vehicle producers; or

7 (iii) make a separate determination
8 under clause (i) or (i) for automotive
9 goods that are exported to the territory of
10 one or more of the CAFTA-DR countries.
11 (E) CALCULATING NET COST.—The im-
12 porter, exporter, or prodﬁcer shall, consistent
13 with the provisions regarding allocation of costs
14 set out in generally accepted accounting prin-
15 ciples, determine the net cost of an automotive
16 good under subparagraph (B) by—

17 (i) caleulating the total cost incurred
18 with respect to all goods produced by the
19 producer of the automotive good, sub-
20 tracting any sales promotion, marketing
21 and after-sales service costs, royalties,
22 shipping and packing costs, and nonallow-
23 able interest costs that are included in the
24 total cost of all such goods, and then rea-
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sonably allocating the resulting net cost of
those goods to the automotive good;

(ii) calculating the total cost incurred
with respect to all goods produced by that
producer, reasonably allocating the total
cost to the automotive good, and then sub-
tracting any sales promotion, marketing
and after-sales service costs, royalties,
shipping and packing costs, and nonallow-
able interest costs that are included in the
portion of the total cost allocated to the
antomotive good; or

(i) reasonably allocating each cost
that forms part of the total cost incurred
with respect to the automotive good so that
the aggregate of all such costs does not in-
clude any sales promotion, marketing and
after-sales service costs, royalties, shipping
and packing costs, or nonallowable interést

c¢osts.

(d) VALUE OF MATERIALS.—
(1) IN GENERAL.—For the purpose of calcu-
lating the regional value-content of a good under

subsection (¢), and for purposes of applying the de
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1 minimis rules under subsection (f), the value of a
2 material is—

3 (A) in the case of a material that is im-
4 ported by the producer of the good, the ad-
5 Justed value of the material;

6 (B) in the case of a material acquired in
7 “the territory in which the good is produced, the
8 value, determined in accordance with Articles 1
9 through 8, Article 15, and the corresponding in-
10 terpretive notes of the Agreement on Implemen-
11 tation of Article VII of the General Agreement
12 on Tariffs and Trade 1994 referred to in sec-
13 tion~101(d)(8) ‘of the Uruguay Round Agree-
14 ments Act, as set forth in regulations promul-
15 gated by the Secretary of the Treasury pro-
16 viding for the application of such Articles in the
17 absence of an importation; or

18 : (C) in the case of a material that is self-
19 produced, the sum of— | .
20 (1) all expenses incurred in the pro-
21 duction of the material, including gencral
22 expenses; and
23 (ii) an amount for profit equivalent to
24 the profit added in the normal course of
25 trade.
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renewable scrap or byproducts.

June 23, 2005

1 (2) FURTHER ADJUSTMENTS TO THE VALUE OF
2 MATERIALS.—
3 (A) ORIGINATING MATERIAL.—The fol-
4 lowing expenses, if not included in the value of
5 an originating material calculated under para-
6 graph (1), may be added to the value of the |
7 originating material:
8 (i) The costs of freight, insurance,
9 packing, and all other costs incurred in
10 transporting the material within or be- '
11 tween the territory of one or more of the
12 CAFTA-DR countries to the location of
13 the producer.
14 (ii) Duties, taxes, and customs broker-
15 age fees on the material paid in the terri-

16 tory of one or more of the CAFTA-DR
17 countries, other than duties or taxes that
‘18 are waived, refunded, refundable, or other-
19 wise recoverable, including credit against
20 duty or tax paid or payable.

21 (iii) The cost of waste and spoilage re-
22 sulting from the use of the material in the
23 production of the good, less the value of
24
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nating material in thé territory of one or
more of the CAFTA-DR countries.
(e) ACCUMULATION.—
(1) ORIGINATING MATER‘IALS.USED IN PRODUC-
TION OF GOODS OF ANOTHER COUNTRY.—Origi-

nating materials from the territory of one or more

. of the CAFTA-DR countries that are used in the

production of a good in the territory of another
CAFTA-DR country shall he considered to originate
in the territory of that other country. |

~(2) MULTIPLE PROCEDURES.—A good that is
produced in the territory of one or more of the
CATFTA-DR countriés by 1 or more producers is an
originating good. if the good satisfies the require-
ments of subsection (b) and all other applicable re-
quirements of this section.

(f) DE MINIMIS AMOUNTS OF NONORIGINATING MA-

TERIALS,—

(1) IN GENERAL.—Except as provided in para-
graphs (2) and (3), a good that does not undergo a
change in tariff classification pursuant to Annex 4.1
of the Agreement is an originating good #f—

(A) the value of all nonoriginating mate-

rials that—
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1 (i) are used in the production of the
2 good, and
3 (i) do not undergo the applicable
4 change in tariff classification (set out in
5 Annex 4.1 of the Agreement),
6 does not exceed 10 percent of the adjusted
T value of the good; |
8 | (B) the good meets all other applicable re-
9 quirements of this section; and
10 (C) the value of such nonoriginating mate-
11 rials is included in the value of nonoriginating
12 materials for any applicable regional value-con-
13 tent requirement for the good.
14 (2) EXCEPTIONS.—Paragraph (1) does not
15 apply to the following:
16 (A) A nonoriginating material provided for
17 in chapter 4, or a nonoriginating dairy prepara-
18 tion containing over 10 percent by weight of
19 milk solids provided for in subheading 1901.90
20 or 2106.90, that is used in the production of a |
21 good provided for in chapter 4. ‘
22 (B) A nonoriginating material provided for
23 in chapter 4, or a nonoriginating dairy prepara-
24 tion containing over 10 percent by weight of
25 milk solids provided for in subheading 1901.90,

June 23, 2005
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1 that is used in the production of the following

2 goods:

3 (i) Infant preparations containing

4 over 10 percent by weight of milk solids

5 provided for in subheading 1901.10.

6 (i) Mixes and doughs, containing over

7 25 percent by weight of butterfat, not put

8 up for retail sale, provided for in sub-

? heading 1901.20.

10 (iii) Dairy preparations containing
11 over 10 percent by weight of milk solids
12 provided for in subheading 1901.90 or
13 2106.90.

14 (iv) Goods provided for in heading
15 2105.

16 . (v) Beverages containing milk pro-
17 vided for in subheading; 2202.90.

18 (vi) Animal feeds containing over 10
19 percent by weight of milk solids provided
20 for in subheading 2309.90.

21 (C) A nonoriginating material provided for
22 in heading 0805, or any of subheadings
- 23 2009.11 through 2009.39, that is used in the
24 production of a good provided for in any of sub-
25 headings 2009.11 through 2009.39, or in fruit

June 23, 2005
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or vegetable juice of any single fruit or vege-
table, .fortified with minerals or vitamins, con-
centrated or unconcentrated, provided for in
subheading 2106.90 or 2202.90.

(D) A nonoriginating material provided for
in heading 0901 or 2101 that is used in the
production of a good provided for in heading
0901 or 2101. |

(E) A nonoriginating material provided for
in heading 1006 that is used in the production
of a good provided for in heading 1102 or 1103
or subheading 1904.90.

(F) A nonoriginating material provided for
in chapter 15 that is used in the production of
a good provided for in chapter 15.

(G) A nonoriginating material provided for
in heading 1701 that is used in the production
of a good provided for in any of headings 1701
through 1703.

(H) A nonoriginating material provided for
in chapter 17 that is used in the production of
a good provided for in subheading 1806.10.

(1) Except as provided in subparagraphs

(A) through (H) and Annex 4.1 of the Agree-

. ment, a nonoriginating material used in the
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production of a good provided for in any of
chapters 1 through 24, unless the nonorigi-
nating material -is provided for in a different
subheading than the good for which origin is
being determined under this section.
(3) TEXTILE OR APPAREL GOODS.—

(A) In GENERAL.——Except as provided in
subparagraph (B), a textile or apparel good
that is not an originating good because certain
fibers or yarns used in the production of the
component of the good that determines the tar-
iff classification of the good do not undergo an
applicable change in tariff classification, set out
in Annex 4.1 of the Agreement, shall be consid-
ered to be an originating good if-—

(1) the tot.al.weig'ht of all such fibers
or yarns in that component is not more
than 10 percent of the total weight of that
component; or

(i) the yarns are those described in
section 204(b)(3)(B}(vi)(IV) of the Andean
Trade Preference Act (19 U.S.C
3203(h)(3)(B)(vi)(IV))(as in effect on the

date of the enactment of this Act).
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(B) CERTAIN TEXTILE OR APPAREL
GOODS.—A textile or apparel good containing
elastoméric yvarns in the component of the good
that determines the tariff classification of the
good shall be considered to be an originating
good only if such yarns are wholly formed in
the territory of a CAFTA-DR country.

(C) YARN, FABRIC, OR FIBER.—For pur-
poses of this paragraph, in the case of a good
that is a yarn, fabric, or fiber, the term “com-
ponent of the good that determines the tariff
classification of the good” means all of the fi-

hers in the good.

(g) FUNGIBLE GOODS AND MATERIALS.—

(1) IN GENERAL.—

(A) CLAIM FOR PREFERENTIAL TARIFF
TREATMENT.—A person claiming that a fun-
gible good or fungible material is an originating
good may base the claim either on the physical
segregation of the fungible good or fungible ma-
terial or by using an inventory management
method with respect to the fungible good or

fungible material.



O:\CRA\CRA05688.LC

June 23, 2005

O 00 ~N N W H (VS N e

NN NN DN = o e e ek b ek e
H W N = O O 0NN U R W e O

S.L.C.
38
(B) INVENTORY MANAGEMENT METHOD.—
In this subsection, the term “inventory manage-
ment method” means—
(1) averaging;
(ii) “last-in, ﬁrst-out”.;
(1ii) “first-in, first-out”; or
(iv) any other method—

(I} recognized in the generally
accepted accounting principles of the
CAFTA-DR country in which the
production is performed; or

(II) otherwise accepted by that
country,

(2) ELECTION OF INVENTORY METHOD.—A
person selecting an inventory management method
under paragraph (1) for a particular fungible good
or fungible material shall continue to use that meth-
od for that fungible good or fungible material
throughout the fiscal year of that person.

(h) ACCESSORIES, SPARE PARTS, OrR TOOLS.—

(1) INn GENERAL.—Subject to paragraphs (2)
and (3), accessories, spare parts, or tools delivered
with a good that form part of the good’s standard

accessories, spare parts, or tools shall—
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(A) be treated as originating goods if the
good is an originating good; and

(B) be disregarded in determining whether
all the nonoriginating materials used in the pro-
duction of the good undergo the applicable
change in tariff classification set out in Annex
4.1 of the Agreement. |
(2) CONDITIONS.;Paragraph (1) shall apply

only if—

(A) the accessories, spare parts, or tools
are classified with and not invoiced separately
from the good, regardless of whether they ap-
pear speeified or separately identified in the in-
voice for the good; and |

(B) the quantities and value of the acces-
sories, spare parts, or tools are customary for
the good.

(3) REGIONAL VALUE-CONTENT.—If the good is
subject to a regional value-content requirement, the
value of the accessories, spare parts, or tools shall
be taken into account as originating or nonorigi-
nating materials, as the case may be, in calculating
the regional valuc-content of the good.

(1) PACKAGING MATERIALS AND CONTAINERS FOR

25 RETAIL SALE~—Packaging materials and containers in
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which a good is packaged for retail sale, if classified with
the good, shall be disregarded in determining whether all
the nonoriginating materials used in the production of the

good undergo the applicable change in tariff classification

‘set out in Annex 4.1 of the Agreement, and, if the good

is subject to a regional value-content requirement, the
value of such packaging materials and containers shall be |
taken into account-as originating or nonoriginating mate-
rials, as the case may be, in caleulating the regional value-
content of the good. '

(j) PACKING MATERIALS AND CONTAINERS FOR
SHIPMENT.—Packing materials and containers for ship-
ment shall be disrega.r.de(j~ in determining whether a good
is an originating good.

(k) INDIRECT MATERIALS.—An indirect material

shall be treated as an originating material without regard

to where it is produced.

(1) TRANSIT AND TRANSHIPMENT.—A good that has
undergone production necessary to qualify as an origi-
nating good under subsection (b) shall not be considered
to be an originating good if, subsequent to that produc-
tion, the good—

(1) undergoes further production or any other
operation outside the territories of the CAFTA-DR

countries, other than unloading, reloading, or any
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1 other operation necessary to preserve the good in
2 good condition or to transport the good to the terri-
3 tory of a CAFTA-DR country; or
4 (2) does not remain under the control of cus-
5 toms authorities in the territory of a country other
6 than a CAFTA-DR country.
7 - (m) Goops CLASSIFIABLE AS Goops PuT UP IN
8 SETs.—Notwithstanding the rules set forth in Annex 4.1
9 of the Agreement, goods classifiable as goods put up in
10 sets for retail sale as provided for in General Rule of Inter-
11 pretation 3 of the HTS shall not be considered to he origi-
12 nating goods unless— ‘
13 (1) each of the goods in the set is an origi-
14 nating good; or
15 (2) the total value of the nonoriginating goods
16 inn the set does not exceed—
17 (A) in the case of textile or apparel gbods,
18 10 pereent of the adjusted value of the set; or
19 (B) in the case of a good, other than a tex-
20 tile or apparel good, 15 pereent of the adjusted
21 value of the set.
22 (n) DEFINITIONS.—In this section:
23 (1) ADJUSTED VALUE—The term ‘“‘adjusted
24 value” means the value determined in accordance
25 with Articles 1 through 8, Article 15, and the cor-
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1 responding interpretive notes of the Agrecement on
2 Implementation of Article VII of the General Agree-
3 ment on Tariffs and Trade 1994 referred to in sec-
4 tion 101(d)(8) of the Uruguay Round Agreements
5 Act, adjusted, if necessary, to exclude any costs,
6 charges, or expenses incurred for transportation,? in-
7 . surance, and related services incident to the inter-
8 ngtional shipment of the merchandise from the coun-
9. try of exportation to the place of importation.
10 (2) CAFTA-DR  couNTrRY.—The term
11 “CAFTA-DR country’’ means—
12 (A) the United States; and

- 13 (B) Costa‘Rica, the Dominican Republie,
14 El Salvador, Guatemala, Honduras, or Nica-
15 ragua, for such time as the Agreement is In
16 force between the United States and that coun-
17 try.

.18 (3) Crass OF MOTOR VEHICLES.—The term
19 - “class of motor vehicles” means any one of the fol-
20 lowing categories of motor vehicles:

21 (A) Motor vehicles provided for in sub-
22 . heading 8701.20, 8704.10, 8704.22, 8704.23,
23 8704.32, or 8704.90, or heading 8705 or 8706,
24 or motor vehicles for the transport of 16 or
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1 more persons provided for in sﬁbheading

2 8702.10 or 8702.90.
3 (B) Motor vehicles provided for in sub- ‘
4 heading 8701.10 or any of subheadings | \
5 8701.30 through 8701.90. |
6 (C) Motor vehicles for the transport of 15 |
7 or fewer persons provided for in subheading ;
8 8702.10 or 8702.90, or motor vehicles provided

9 for in subheading 8704.21 or 8§704.31. |

10 (D) Motor vehicles provided for in any of

11 subheadings 8703.21 through 8703.90.

12 (4) FUNGIBLE GOOD OR FUNGIBLE MATE-

13 RIAL.—The term “fungible good” or “fungible mate-

14 rial” means a good or material, as the case may be,

15 that is interchangeable with another good br mate-

16 rial for commercial purposes and the pfoperties of

17 which are essentially identical to such other good or

18 material.

19 (5) GENERALLY ACCEPTED ACCOUNTING PRIN-
20 - c1PLES.—The term “‘generally accepted accounting
21 principles” means the recognized consensus or sub-
22 stantial authoritative support in the territory of a
23 CAFTA-DR country with respect to the recording
24 of revenues, expenses, costs, assets, and liabilities, |
25 the disclosure of informatioh, and the preparation of

June 23, 2005
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financial statements. The principles may encompass
broad guidelines of general application as well as de-
tailed standards, practices, and procedures.
(6) GOODS WHOLLY OBTAINED OR PRODUCED
ENTIRELY IN THE TERRITORY OF ONE OR MORE OF

THE CAFTA-DR COUNTRIES.—The term ‘“goods

. wholly obtained or produced entirely in the territory

- of one or more of the CAFTA-DR countries”

means—

(A) plants and plant products harvested or
gathered in the territory of one or more of the
CAFTA-DR countries;

(B) live ani-mals horn and raised in the ter-
ritory of one or more of the CAFTA-DR coun-
tries;

(C) goods obtained in the territory of one
or more of the CAFTA-DR countries from live
animals;

(D) goods obtained from hunting, trap-
ping, fishing or " aquaculture conducted in the
territory of one or more of the CAFTA-DR
countries;.

(E) minerals and other natural resources

not included in subparagraphs (A) through (D)
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1 that are extracted or taken in the territory of

2 one or more of the CAFTA-DR countries;

3 (F) fish, shellfish, and other marine life

4 taken from the sea,. seabed, or subsoil outside

5 the territory of one or more of the CAFTA-DR

6 countries by vessels registered or recorded with

7 a CAFTA-DR country and flying the flag of |

8 that country;

9 (G) goods produced on Board factory ships
10 from the goods referre'd to in subparagraph (F),
11 if such factory ships are registered or recorded
12 with that CAFTA-DR country and fly the flag
13 of that count.ry;i:' |
14 (H) goods taken by a CAFTA-DR country
15 or a person of a CAIFTA-DR country from the
16 seabed or subsoil outside territorial waters, if a
17 CAFTA-DR country has rights to exploit such
18 seabhed or subsoii;

19 (I) goods taken from outer space, if the
20 goods are obtained by a CAFTA-DR country or
21 a person of a CAFTA-DR country and not
22 processed in the territory of a country other
23 than a CAFTA-DR country;

24 (J) waste and scrap derived from—

June 23, 2005
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(i) manufacturing or processing oper-
ations in the territory of one or more of
the CAFTA-DR countries; or

- (ii) used goods collected in the terri-
tory of one or more of the CAFTA-DR
countries, if such goods are fit only for the
recovery of raw materials; | |

' (K) recovered godds derived in the terri-
tory of one or more of the CAFTA-DR coun-
tries from used goods, aﬂd used in the territory
of a CAFTA-DR country in the production of
remanufactored goods; and
(L)) goods produced in the ierritory of one
or more of the CAFTA-DR countries exclu-
sively from—

(i) goods referred to in any of sub-
paragraphs (A) through (J), or

(ii) the derivatives of goods referred
to in clause (i),

at any stage of production.

(7) InDENTICAL GOODS.—The term ‘‘identical

goods” means identical goods as defined in the
Agreement on Implementation of Article VII of the

General Agreement on Tariffs and Trade 1994 re-
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ferred to in section 101(d)(8) of the Uruguay Round
Agreements Act;
(8) INDIRECT MATERIAL.—The term “‘indirect
material” means a good used in the producﬁon, test-
ing, orv inspection of a good but not physiecally incor-

porated into the good, or a good used in the mainte-

. nance of buildings or the operation of equipment as-

sociated with the production of a good, including—

(A) fuel and energy;

(B) tools, dies, and molds;

(C) spare parts and materials used in the
maintenance of equipment or buildings;

(D) lubricénts, greases, compounding ma-
terials, and other materials used in produétion
or used to operate equipment or buildings;

. (BE) gloves, glasses, footwear, clothing,
safety equipment, and supplies;

(F) equipment, devices, and supplies used
flor testing or inspecting the good;

(G) catalysts and solvents; and

(H) any other goods that are not incor-
porated into the good but the use of which in
the production of the good can reasonably be

demonstrated to-be a part of that production.
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(9) MATERIAL.—The term “material” means a
good that is used in the production of another good,
including a part or an ingredient.
(10) MATERIAL THAT IS SELF-PRODUCED.—
The term “material that is self-produced” means an

originating material that is produced by a producer

. of a good and used in the production of that good.

(11) MODEL LINE.—The term “model line”
means a group of motor vehicles having the same
platform or model name. |

(12) NET cosT.—The termx ‘“net cost’” means
total cost minus sales promotion, marketing, and
after-sales service Agosts, royalties, shipping and
packing costs, and non-allowable interest costs that
are included in the total cost.

(13) NONALLOWABLE INTEREST COSTS.—The
term ‘‘nonallowable interest costs” means interest
costs incurred by a producer that exceed 700 basis
points above the applicable official interest rate for
comparable maturities of the CAFTA-DR country
in which the producer is located.

(14) NONORIGINATL\?G GOOD OR NONORIGI-
NATING MATERIAL—The terms ‘“‘nonoriginating

good” and ‘“‘nonoriginating material” mean a good
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1 or material, as the case may be, that does not qual- i
2 ify as originating under this section. ‘
3 (15) PACKING MATERIALS AND chTAJNERs ‘
4 FOR SHIPMENT.—The term “packing materials and
5 containers for shipment” means the goods used to
6 protect a good during its transportation and does \
7 not include the packaging materials and containers
8 in which a good is packaged for retail sale. |
9 (16) PREFERENTIAL TARIFF TREATMENT.— . ‘
10 The term ‘‘preferential tariff treatiment” means the |
11 customs duty rate, and the treatment under article :
12 3.10.4 of the Agreement, that are applicable to an
13 Qriginating good pux:suant to the Agreement. ;
14 (17) PRODUCER.—The term ‘‘producer’” means |
15 a person who engages in the production of a good i
i in the territory of a CAFTA-DR country. \
17 (18) ProDUCTION.—The term ‘“‘production” 1
18 means growing, mining, harvesting, fishing, raising,
19 trapping, hunting, manufacturing, processing, as-
20 sembling, or disassembling a good.
21 (19) REASONABLY ALLOCATE.—The term ‘‘rea-
22 sonably allocate” means to apportion in a manner
| 23 that would be appropriate under generally accepted
24 accounting principles.

June 23, 2005
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(20) RECOVERED GOODS.—The term ‘‘recov-
ered goods” means materials in the form of indi-
vidual parts that are the result of—

(A) the disassembly of used goods into in-
dividual parts; and

(B) the cleaning, inspecting, testing, or
other processing that is necessary for improve-
ment to sound working condition of such indi-
vidual parts.

(21) REMANUFACTURED GOOD.—The term “re-
manufactured good” means‘a good that is classified
under chapter 84, 85, or 87, or heading 9026, 9031,
or 9032, other than a good classified under heading
8418 or 8516, and that—

(A) is entirely or partially comprised of re-
covered goods; and

(B) has a similar life expectancy and en-
joys a factory warranty similar to such a new
good.

(22) ToraL coST.—The term ‘“total cost”
means -all product costs, period costs, and other

costs for a good incurred in the territory of one or

" more of the CAFTA-DR countries.

(23) UsEnp.—The term “used” means used or

consumed in the produetion of goods.
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1 (0) PRESIDENTLIAL PROCLAMATION AUTHORITY. —
2 (1) IN GENERAL.—The President is authorized
3 to proclaim, as part of the‘HTS——
4 (A) the provisions set out in Annex 4.1 of
5 the Agreement; and
6 (B) any additional subordinate category
7 necessary to carry out this title consistent with
8 the Agreement.
9 (2) FABRICS AND YARNS NOT AVAILABLE IN
10 COMMERCIAL  QUANTITIES IN  TIE  UNITED
11 STATES.—The President is authorized to proclaim
12 that a fabric or yarn is added to the list in Annex
13 3.25 of the Agrcemént in an unrestricted quantity,
14 as provided in article 3.25.4(e) of the Agreement.
15 (3) MODIFICATIONS.—
16 (A) IN GENERAL.—Subject to the consulta-
17 tion and layover provisions of section 104, the
18 President may broclaim modifications to the
19 provisions proclaimed under the authority of
20 paragiaph (1)(A), other than provisions of
| 21 chapters 50 through 63, as included in Annex
22 4.1 of the Agreement.
1 23 (B) ADDITIONAL PROCIuXMATIONS..———NOt-
1 24 withstanding subparagraph (A), and subject to
25 the consultation and layover provisions of sec-
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tion 104, the President may proclaim before the
end of the l-year period beginning on the date
of the enactment of this Aect, modifications to
correct any t.yl.)'ographical, clerical, or other non-

substantive technical error regarding the provi-

- sions of chapters 50 through 63, as included in

Annex 4.1 of the Agreement.

(4) FABRICS, YARNS, OR FIBERS NOT AVAIL-

ABLE IN COMMERCIAL QUANTITIES IN THE CAFTA-

DR COUNTRIES.—

(A) IN oENERAL.—Notwithstanding para-
graph 3(A), the list of fabriés, varns, and fibers
set out in Annéx 3.25 of the Agreement may be
modified as provided for in this paragraph.

(B) DEFINITIONS.—In this paragraph:

(i) The term ‘“interested entity”’
means the government of a CAFTA-DR
country other than the United States, a
potential or actual purchaser of a textile or
apparel good, or a potential or actual sup-
plier of a textile or apparel good.

(i) All references to ‘‘day” and
“days” exclude Saturdays, Sundays, and

legal hohidays.
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1 (C) REQUESTS TO ADD FABRICS, YARNS,
2 OR FIBERS.—(i) An interested entity may re-
3 quest the President to determine that a fabrie,
4 varn, or fiber is not available in commercial
5 quantities in a timely manner in the CAFTA-
6 DR countries and to add that fabric, yarn, or
7 fiber to the list in Annex 3.25 of the Agreement
8 in a restricted or unrestricted quantity.

9 (i) After receiving a request under clause
10 (i), the President may determine whether—
11 (I) the fabrie, yarn, or fiber is avail-
12 able in eommercial quantities in a timely
13 manner in the CAFTA-DR countries; or
14 (II) any interested entity objects to
15 the request.
16 (111) The President rr;ay, within the time
17 periods specified in clause (iv), proclaim that a
18 fabrie, yarn, or fiber that is the subject of a re-
19 quest submitted under clause (i) is added to the -
20 list in Annex 3.25 of the Agreement in an unre-
21 stricted quantity, or in any restricted quantity
22 that the President may establish, if the Presi-
23 dent determines under clause (ii) that—
24 (I) the fabrie, yarn, or fiber is not
25 available in commercial quantities in a
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timely manner in the CAFTA-DR coun-
tries; or
(II) no interested entity has objected
to the request.

(iv) The time periods within which the
President may issue a proclamation under
clause (iii) are—

(I) not later than 30 days after the

- date on which the request is submitted
under clause (i); or

(IT) not later than 44 days after the

request is submitted, if the President de-

termines, sﬁzithin 30 days after the date on

which the request is submitted, that the

President does not have sufficient informa-

tion to make a determination under clause

(1).

(v) Notwithstanding section 103(a)(2), a
proclamation made under clause (iii) shall take
effect on the date on which the text of the proe-
lamation is published in the Federal Register.

(vi) Not later than 6 months after pro-
claiming under clause (iii) that a fabric, yarn,
or fiber is added to the list in Annex 3.25 of

the Agreement in a restricted quantity, the
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: _ 1 President may eliminate the restriction if the
2 President determines that the fabrie, yarn, or
3 fiber is not available in commercial quantities in
‘ 4 a timely manner in the CAFTA-DR countries.
. 5 (D) DEEMED APPROVAL OF REQUEST.—If,
6 after an interested entity submits a request
. 7 under subparagraph (C)(i), the President does
8 not, within the appliééble time period speeified
9 in subparagraph (C)(iv), make a determination
: 10 under subparagraph (C)(ii} regarding the re-
| , 11 quest, the fabrie, yarn, or fiber that is the sub-
12 ject of the request shall be considered to be
" 13 added, in an unrestricted quantity, to the list in
14 Annex 3.25 of the Agreement beginning—
, 15 (i) 45 days after the date on which
16 the request was submitted; or

17 (ii) 60 days after the date on which
18 the request was submitted, if the President
19 made a determination under subparagraph

20 (CY(v)(1T).
21 (E) REQUESTS TO RESTRICT OR REMOVE
22 FABRICS, YARNS, OR FIBERS.—(i) Subject to
' 23 - clause (ii), an interested entity may request the
24 | President to restrict the quantity of, or remove

|
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1 from the list in Annex 3.25 of the Agrecment,
2 any fabrie, yarn, or fiber—
3 (I) that has been added to that list in
4 an unrestricted quantity pursuant to para-
5 graph (2) or subparagraph (C)(iii) or (D);
6 or
-7 (IT) with respect to which the Presi-
8 dent has eliminated a restriction under
9 subparagraph (C)(vi).
10 (ii) An interested entity may submit a re-
11 quest under clause (i) at any time beginning 6
12 months after the date of the action described in
13 subelause (I) or (II) of that clause.
14 (iii) Not later than 30 days after the date
15 on which a request under clause (i) is sub-
16 mitted, the President may proclaim an action
17 provided for under clause (i) if the President
18 determines that the fabrie, yarn, or fiber that
i9 is the subject of the request is available in com-
20 mereial guantities in a timely manner in the
21 CAFTA-DR countries.
22 (iv) A proclamation declared under clause
23 (ii1) shall take effect no carlier than the date
- 24 that is 6 months after the date on which the -
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text of the proclamation is published in the
Federal Register.
(F) PROCEDURES.—The President shall
establish procedures—
(1) governing the submission of a re-
quest under subparagraphs (C) and (E);
and
(11) providing an opportunity for inter-
ested entities to submit comments and sup-
porting evidence bhefore the President
makes a determination under subpara-
graph {C) (ii) or (vi) or (E)(iii).
SEC. 204. CUSTOMS USER FEES.

Seetion 13031(h) of the Consolidated Omnibus Budg-
et Reconciliation Act of 1985 (19 U.S.C. 58e(b)) is
amended by adding after pafagraph (14), the following:

“(15) No fee may be charged under subsection

(a) (9) or (10) with fespeet to goods that qualify as

originating goods under section 203 of the Domini-

can Republic-Central Anmfica-United States Free

Trade Agreement Implementation Act. Any service

for which an exemption from such fee is provided by

reason of this paragraph may not be funded with
money contained in the Customs User Fee Ac-

count.”.
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SEC. 205. RETROACTIVE APPLICATION FOR CERTAIN LIQ-
UIDATIONS AND RELIQUIDATIONS OF TEX-
- TILE OR APPAREL GOODS.

(a) IN GENERAL.—Notwithstanding section 514 of
the Tariff Act of 1930 (19 U.S.C. 1514) or any other pro-
vision of law, and subject to subsection (¢), an entry—

(1) of a textile or apparel good—

.(A) of a CAFTA-DR country that the

United States Trade Repfesentative has des-

ignated as an eligible country under subsection

- (b), and
(B) that would have qualified as an origi-
nating good under section 203 if the good had
heen entered af;ter the date of entry into force

of the Agreement for that country, .

(2) that was made on or after January 1, 2004,
and before the date of the entry into force of the
Agreement with respect to that country, and

(3) for which éustoms duties in excess of the
applicable rate of duty for that good set out in the
Schedule of the United States to Annex 3.3 of the
Agreement were paid,

shall he liquidated or reliquidated at the applicable rate
of duty for that good set out in the Schedule of the United

States to Annex 3.3 of the Agreement, and the Secretary
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of the Treasury shall refund any excess customs duties
paid with respect to such entry.
(b) ELIGIBLE COUNTRY.—The United States Trade
Representative shall determine, in accordance with article
3.20 of the Agreement, which CAFTA-DR countries are

eligible countries for purposes of this section, and shall

publish a list of all such countries in the Federal Register.

(¢) REQUESTS.—Liquidation or reliquidation may be

made under subsection (a) with respect to an entry of a

textile or apparel good only if a request therefor is filed

with the Bureau of Customs and Border Protection, with-
in such period as the Bureau of Customs and Border Pro-
tection shall establish b)f:;regulation in consultation with
the Sceretary of the Treasury, that contains sufficient in-
formation to enable the Bureau of Customs and Border
Protection—
(1)(A) to locate the entry; or
(B) to reconstruct the entry if it cannot be lo-
cated; and
(2) to determine that the good satisfies the con-
di,tiolns set out in subsection (a).
(d) DEFINITION.—As used in this section, the term
“entry” includes a withdrawal from warchouse for con-

sumption.
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1 SEC. 206. DISCLOSURE OF INCORRECT INFORMATION;
2 FALSE CERTIFICATIONS OF ORIGIN; DENIAL
3 OF PREFERENTIAL TARIFF TREATMENT.
4 (a) DISCLOSURE OF INCORRECT INFORMATION.—
5 Section 592 of the Tariff Act of 1930 (19 U.S.C. 1592)
6 is amended— |
7 (1) in subsection (¢)—
8 (A) by redesignating paragraph (9) as
9 paragraph (10); and
10 (B) by inserting after paragraph (8) the
11 following new paragraph:
12 ““(9) PRIOR DISCLOSURE REGARDING CLAIMS
13 UNDER THE DOI\’IINfCAN REPUBLIC-CENTRAL AMER-
14 ICA-UNITED STATES mm«* TRADE AGREEMENT.—An
15 importer shall not be subject to penalties under sub-
16 seetion (a) for making an incorrect claim that a
17 good qualifies as an originating good under section
18 203 of the Dominican Republic-Central America-
19 United States Free Trade Agreement Implementa-
20 tion Aet if the importer, in accordance with regula-
21 tions issned by the Secretary of the Treasury,
22 promptly and voluntarily makes a corrected declara-
23 tion and pays any duties owing.”; and
24 (2) by adding at the end the following new sub-
25 section:

June 23, 2005
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1 “(h) FALSE CERTIFICATIONS OF ORIGIN UNDER THE
2 DomiNICAN  REPUBLIC-CENTRAL  AMERICA-UNITED
3 STATES FREE TRADE AGREEMENT.—

4 “(1) IN GENERAL.—Subject to paragraph (2),
5 it is unlawful for any person to certify falsely, by
6 fraud, gross negligence, or negligence, in a CAFTA-
7 . DR certification of origin (as defined in section
8 508(g)(1)(B) of this Act) that a good exported from
9 the United States qualifies as an originating good
10 under the rules of origin set out in section 203 of
11 the Dominican Republie-Central America-United
12 States Free Trade Agreement Implementation Act.
13 The procedures andi penalties of this section that
14 apply to a violation of subsection (a) also apply to
15 a violation of this subsection.

16 “(2) PROMPT AND VOLUNTARY DISCLOSURE OF-
17 INCORRECT INFORMATION.—No penalty shall be im-
18 posed under this subsection if, promptly after an ex-
19 porter or producer that issued a CAFTA-DR certifi-
20 cation of origin has reason to believe that such cer-
21 tification contains or is based on incorrect informa- -
22 tion, the exporter or producer voluntarily provides
23 written notice of such incorrect information to every

24 person to whom the certification was issued.
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“(3) EXCEPTION.—A person may not be consid-
ered to have violated paragraph (1) if—

“(A) the information was correet at the
time it was provided in a CAFTA-DR certifi-
cation of origin but was later rendered incorrect
due to a change in circumstances; and

‘“(B) the person promptly and voluntarily -
provides written notice of the change in cir-
cumstanees to all persons to whom the person
provided the certification.”.

(b) DENIAL OF PREFERENTIAL TARIFF TREAT-
MENT.—Section 514 of the Tariff Act of 1930 (19 U.S.C.
1514) is amended by adding at the end the following new
subsection:

“(h) DENIAL OF PREFERENTIAL TARIFF TREAT-
MENT UNDER THE DOMINICAN REPUBLIC-CENTRAL
AMERICA-UINITED STATES FREE TRADE AGREEMENT.—
If the Bureau of Customs and Border Protection or the
Bureau of Immigration and Customs Enforcement finds

indications of a pattern of conduct by an importer, ex-

porter, or producer of false or unsupported representa-

tions that goods qualify under the rules of origin set out
in section 203 of the Dominican Republic--(?entra,l Amer-
ica-United States Free Trade Agreement Implementation

Act, the Bureau of Customs and Border Protection, in ac-
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cordance with regulations issued by the Secretary of the
Treasury, may suspend preferential tariff treatment under
the Dominican Republic-Central America-United States
Free Trade Agreement to entries of identical goods cov-
ered by subsequent representations by that importer, ex-
porter, or producer until the Bureau of Customs and Bor-
der Protection determines that representations of that
pexﬁon are in conformity with such section 203.”.
SEC. 207. RELIQUIDATION OF ENTRIES. -

Subsection (d) of section 520 of the Tariff Act of
1930 (19 U.8.C. 1520()) is amended—

(1) in the matter preceding paragraph (1), by
striking “or section 202 of the United States-Chile
Free Trade Agreement Implementation Act” and in-
serting “, scction 202 of the United States-Chile
Free Trade Agreement Implementation Act, or see-
tion 203 of the Dominican Republic-Central Amer-
ica-United States Free Trade Agreement Implemen-
-tation Act”’; and

(2) in paragraph (2), by inserting “or certifi-
cations” after “other certificates’”.

SEC. 208. RECORDKEEPING REQUIREMENTS.

Section 508 of the Tariff Act of 1930 (19 U.S.C.

1508) is amended—
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(1) by redesignating subsection (g) as sub-

section (h);

(2) by inserting after subsection (f) the fol-
lowing new subsection:

“(g) CERTIFICATIONS OF ORIGIN FOR GOODS Ex-
PORTED UNDER THE DOMINICAN REPUBLIC-CENTRAL
AMERICA-UNITED STATES FREE TRADE AGREEMENT.—

| “(1) DEFINITIONS.—In this subsection:

“(A) RECORDS AND SUPPORTING DOCU-
MENTS.—The term ‘records and supporting
documents’ means, with respect to an exported
good under paragraph (2), records and docu-
ments related "to the origin of the good,
including—

“(i) the j)ux'chase, cost, and value of|
and payment. for, the good;

“(ii) the purchase, cost, and value of,
and payment for, all materials, including
indirect materials, used in the production
of the good; and

“(iii) the production of the good in
the form in which it was exported.

“(B) CAFTA-DR CERTIFICATION OF ORI-
GIN.—The term ‘CAFTA-DR certification of

origin’ means the certification established under
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article 4.16 of the Dominican Republie-Central
America-Unifed States Free Trade Agreement
that a good qualifies as an originating good
under such Agreement.

“(2) EXPORTS TO CAFTA-DR COUNTRIES.—Any

person who completes and issues a CAFTA-DR cer-

- tification of origin -for a good exported from the

United States shall make, keep, and, pursuant to
rules and regulations promulgated by the Secretary
of the Treasury, render for examination and inspec-
tion all records and supporting documents related to
the origin of the good (including the certification or
copies thereof). |

“(3) RETEN’I‘IO& PERIOD.—Records and sup-
porting documents shall be kept by the person who

issued a CAFTA-DR certification of origin for at

least 5 years after the date on which the certifi-

cation was issued.”; and
(3) in subsection (h), as so redesignated—
(A) by inserting ‘“‘or (g)” after “(f)”; and
(B) hy striking “that subsection” and in-
serting “‘either such subsection’.
202, ENFORCEMENT RELATING TO TRADE IN TEXTILE
OR APPAREL GOODS.

(a) ACTION DURING VERIFICATION.—
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1 (1) IN GENERAL—If the Secretary of the
2 Treasury requests the government of a CAFTA-DR
3 country to conduct a verification pursuant to article
4 3.24 of the Agreement for purposes of making a de-
5 termination under paragraph (2), the President may
6 direct the Secretary to take appropriate action de-
7 . scribed in subsection (b) while the verification is
8 being conducted.
9 (2) DETERMINATION.—A determination under
10 this paragraph is a determination—
11 (A) that an exporter or producer in that
12 country is complying with applicable customs
’ 13 laws, regulations, and procedures r-egarding
14 trade in textile or apparel goods, or
15 (B) that a claim that a textile or apparel
16 good exported or produced by such exporter or
17 producer—
18 (i) qualifies as an originating good
19 under section 203 of this Act, or
20 (i) is a good of a CAFTA-DR coun-
21 try,
22 is accurate.
23 (b) APPROPRIATE ACTION DESCRIBED.—Appropriate
24 action under subseection (a)(1) includes—
June 23, 2005
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1 (1) suspension of preferential tariff treatment
2 under the Agreement with respect to—
3 (A) any textile or apparel good exported or -
4 produced by the person that is the subject of a
5 verification under subsection (a)(1) regarding
6 compliance described in subsection (a)(2)(4), if
7 the Secretary determines there is insufficient
8 information to support any claim for pref-
9 erential tariff treatment that has been made
10 with respeet to any such good; or
11 (B) the textile or apparel good for which a
12 claim of preferential tariff treatment has been
13 made that is tﬁe subject of a verification under
| 14 subsection (a)(1) regardirng a vciaim deseribed in
15 subsection (a)(2)(B), if the Secretary deter-
16 mines there is insufficient information to sup-
17 port that claim;
18 (2) denial of preferential tariff treatment under
19 the Agreement with respect to—
20 (A) any textile or apparel good exported or
21 produced hy the person that is the suhject of a
22 verification under subsection (a)(1) regarding
23 compliance deseribed in subsection (a)(2)(A), if
24 the Secretary determiﬁes that the person has
25 provided incorrect information to support any
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1 claim for preferential tariff treatment that has
2 been made with respect to any such good; or

3 (B) the textile or apparel good for which a
4 claim of preferential tariff treatment has been }
5 made that is the subject of a verification under
6 subsection (a)(1) regarding a claim deseribed in
7 subsection (a)(2)(B), if the Secretary deter-
8 mines that a person has provided incorrect in-
9 formation to support that claim;-

10 (3) detention of any textile or apparel good ex-
11 portéd or produced by the person that is the subject
12 of a verification under subscction (a)(1) regarding
13 compliance described in subsection (a)(2)(A) or a
14 claix'n described in subsection (a)(2)(B), if the Sec-
15 retary determines there is insufficient information to
16 determine the country of origin of any such good;
17 and

18 (4) denial of entry into the United States of
19 any textile or apparel good exported or produced by
20 the person that is the subject of a verification under
21 subsection (a)(1) regarding compliance described in
22 subsection (a){(2)(A) or a claim described in sub-
23 section (a)(2)(B), if the Secrctary determines that
24 the person has provided incorrect information as to
25 the country of origin of any such good:

June 23, 2005
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(e¢) ACTION ON COMPLETION OF A VERIFICATION.—

On completion of a verification under subsection (a), the
Prczsident may direct the Secretary to take appropriate ac-
tion deseribed in subsection (d) until such time as the See-
retary receives information sufficient to make the deter-
mination under subseection (a)(2) or until such earlier date
as the President may direct.
(d) APPROPRIATE ACTION DESCRIBED.—Appro-
priate action under subsection (e) includes—
(1) denial of preferential tariff treatment under
the Agreement with respect to—
(A) any textile or apparel good exported or
produced by the person that is the subject of a
verification under subsection (a)(1) regarding
compliance deseribed in subsection (a)(2)(A), if
the Secretary determines there is insufficient
information to support, or that the person has
provided incorreet information to support, any
claim for preferential tariff treatment that has
been made with respect to any such good; or
(B) the textile or apparel good for which a
claim of preferential tariff treatment has been
made that is the subject of a verification under
subsection (a)(1) regarding a claim deseribed in

subsection (a)(2)(B), if the Secretary deter-
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mines there is insufficient information to sup-

port, or that a person has provided incorrect in-

formation to supﬁort, that claim; and

(2) denial of entry into the United States of
any textile or apparel good exported or produced by

the person that is the subject of a verification under

- subsection (a)(1) regarding compliance deseribed in

subsection (a)(2)(A) or a claim described in sub-
section (a)(2)(B), if the Secretary determines there
is insufficient information to determine, or that the
person has provided incorrect information as to, the
country of origin of any such good.

(e) PUBLICATION OF NAME OF PERSON.—The Sec-

14 retary may publish the name of any person that the See-

15 retary has determined—

16
17
18
19
20

21 SEC.

22

(1) is engaged in intentional circumirention of
applicable laws, regulations, or procedures affecting
trade in textile or apparel goods; or

(2) has failed to demonstrate that it produces,
or is capable of producing, textile or apparel goods.
210. REGULATIONS.

The Seceretary of the Treasury shall preseribe such

23 regulations as may he necessary to carry out—

24
25

June 23, 2005
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(3) any proclamation issued under section

203(0).

TITLE III—RELIEF FROM
IMPORTS
SEC. 301. DEFINITIONS.
In this title:

(1) CAFTA-DR  ARTICLE—The term
“CAFTA-DR article” means an érticle that quali-
fies as an originating good under section 203(b).

(2) CAFTA-DR TEXTILE OR APPAREL ARTI-
CLE.—The term “CAFTA-DR textile or apparel ar-
ticle” means a textile or apparel good (as defined in
section 3(5)) that is Aa CAFTA-DR article.

(3) DE MINIMIS SUPPLYING COUNTRY.—

(A) Subject to subparagraph (B), the term

“de minimis supplying country” means Va

CAFTA-DR country whose share of imports of

the relevant CAFTA-DR article into the United

States does not exceed 3 percent of the aggre-

‘gate volume of imports of the relevant CAFTA-

DR article in the most recent 12-month period

for which data are available that precedes the

filing of the petition under section 311(a).

(B) A CAFTA-DR country shall not be

considered to be a de minimis supplying country
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oot

if the agg_;;regate share of imports of the relevant
CAFTA-DR article into the United States of
all CAFTA-DR countries that satisfy the con-
ditions of subparagraph (A) exceeds 9 'pércent
of the aggregate volume of imports of the rel-
evant CAFTA-DR article during the applicable
12-month period.

(4) RELEVANT CAFTA-DR ARTICLE.—The term

“relevant CAFTA-DR article’” means the CAFTA-

O o0 ~N O i B W N

Pt
)

DR article with respect to which a petition has been

et
Y

filed under section 311(a).

-Subtitle A—Relief From Imports
13 Benefiting From the Agreement

(R
[\ ]

14 SEC. 311. COMMENCING OF ACTION FOR RELIEF.

15 (a) FILING OF PETITION.—A petition requesting ac-
16 tion under this subtitle for the purpose of adjusting to
17 the obligations of the United States under the Agreement
18 may be filed with the Commission by an entity, including
19 a trade association, firm, certified or recognized union, or
20 group of workers, that is representative of an industry.
21 The Commission shall transmit a copy of any petition filed
22 under this subsection to the United States Trade Rep-
23 resentative.

24 (b) INVESTIGATION AND DETERMINATION.—Upon

25 the filing of a petition under subsection (a), the Commis-

June 23, 2005
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sion, unless subsection (d) applies, shall promptly ir_litiate
an investigation to determine whether, as a result of the
reduction or elimination of a duty provided for under the
Agreement, a CAFTA-DR article is being imported into
the United States in such increased quantities, in absolute
terms or relative to domestic production, and under such
con:ditions that imports of the CAFTA-DR article con-
stitute a substantial cause of serious injury or threat
thereof to the domestie industry producing an article that
is like, or directly competitive with, the imported article.

(¢) APPLICABLE PROVISIONS,

The following provi-
sions of section 202 of the Trade Act of 1974 (19 U.S.C.
2252) apply with respect to any investigation initiated
under subsection (h):

(1) Paragraphs (1)(B) and (3) of subsection

(b).

(2) Subsection {c).
(3) Subsection (i).

(d) ARTICLES EXEMPT FROM INVESTIGATION.—No
investigation may be initiated under this section with re-
spect to any CAFTA-DR article if, after the date that
the Agreement enters into force, import relief has been
provided with respect to that CAFTA-DR article ander

this subtitle.
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SEC. 312. COMMISSION ACTION ON PETITION.

(a) DETERMINATION.—Not later than 120 days after
the date on which an investigation is initiated under sec-
tion 311(b) with respeet to a petition, the Commission
shall make the determination required under that section.
At that time, the Commission shall also determine whether
any CAFTA-DR country is a de minimis supplying coun-
t.ry:

(b) APPLICABLE PROVISIONS.—For purposes of this
subtitle, the provisions of paragraphs (1), (2}, and (3) of
seetion 330(d) of the Tariff Act of 1930 (19 U.S.C.
1330(d) (1), (2), and (3)) shall be applied with respéct
to determinations and fii}clings made under this section
as if such determinations and findings were made under
section 202 of the Trade Aet of 1974 (19 U.S.C. 2252).

(¢) ADDITIONAL FINDING AND RECOMMENDATION IF
DETERMINATION AFFIRMATIVE.—If the determination
made by the Commission under subsection (a) with respect
to imports of an article is affirmative, or if the President
may consider a determination of the Commission to be an
affirmative determination as provided for under paragraph
(1) of section 330(d) of the Tariff Act of 1930 (19 U.S.C.
1330(d)), the Commission shall find, and recommend to
the Pfesident in the report required under subsection (d),
the amount of import relief that is necessary to remedy

or prevent the injury found by the Commission in the de-
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termination and to facilitate the efforts of the domestie
industry to make a positive adjustment to import competi-
tion. The import relief recommended by the Commission
under this subsection shall be limited to the relief de-
seribed in section 313(c). Only those members of the Com-
mission who voted in the affirmative under subsection (a)
are eligible to \Irote.. on the proposed action to remedy or
prevent the injury found by the Commission. Members of
the Commission who did not vote in the affirmative may
submit, in the report required under subsection (d), sepa-
rate views regarding what action, if any, should be taken
to remedy or prevent the injury.

(d) REPORT TO PRESIDENT.—Not later than the
date that is 30 days after the date on which a determina-
tion is made under subsection (a) with respect to an inves-
tigation, the Commission shall submit to the President a
report that includes—

(1) the determihation made under subsection

(a) and an explanation of the basis for the deter-

mination;

(2) if the determination under subscction (a) is
affirmative, any findings and recommendations for
import relief made under subsection (e) and an ex-

planation of the basis for each recommendation; and
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(3) any dissenting or separate views by mem‘~
bers of the Commission regarding the determination

and recommendation referred to in paragraphs (1)

and (2).

(e) PuBrLic NoTICE.—Upon submitting a report to
the President under subsection (d), the Commission shall
prqmptly make public such report (with the exception of.
information which the Commission determines to be con-
ﬁdéntial) and shall cause a summary thereof to be puB-
lished in the Federal Register.

SEC. 313. PROVISION OF RELIEF.

(a) IN GENERAL.—Not later than the date that is
30 days after the date on. which the President receives the
report of the Commission in which the Commission’s de-
termination under section 312(a) is affirmative, or which
contains a determination under section 312(a) that the
President considers to be affirmative under paragraph (1)
of section 330(d) of the Tariff Act of 1930 (19 U.S.C.
1330(d)(1)), the President, subject to subsection (b), shall
provide relief from imports of the article that is the subject
of such determination to the extent that the President de-
termines necessary td remedy or prevent the injury found
by the Commission and to faeilitate the efforts of the do-
mestie industry to make a positive adjustment to import

competition.
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1 (b) EXCEPTION.—The President is not required to
2 provide import relief under this section if the President
3 determines that the provision of the import relief will not
4 provide greater cconomic and social benefits than costs.
5 (e¢) NATURE OF RELIEF.—

6 (1) In GENERAL.—The import relief that the

7 . President is authorized to provide under this section

8 with respect to imports of an article is as follows:

9 (A) The suspension of any further redue-
10 tion provided for under Annex 3.3 of the Agree-
11 ment in the duty imposed on such article.

12 | (B) An increase in the rate of duty im-
13 posed on sucﬁ article to a level that does not
14 exceed the lesser of—

15 (i) the column 1 general rate of duty
16 imposed under the HTS on like articles at
17 the time the import relief is provided; or
18- (ii) the column 1 gencral rate of duty
19 imposed under the HTS on like articles on
20 the day before the date on which the
21 Agreement enters into foree.

22 {2) PROGRESSIVE LIBERALIZATION.—If the pe-
23 riod for which import relief is provided under this
24 section is greater than 1 year, the President shall
25 provide for the progressive liberalization (described

June 23, 2005




0:\CRA\CRA05688.LC SL.C.
78

| in article 8.2.3 of the Agrecement) of such relief at

2 regular intervals during the period of its application.

3 (d) PERIOD OF RELIEF.—

4 (1) IN GENERAL.—Subject to paragraph (2),

5 any import relief that the President is authorized to

6 provide under this section may not, in the aggregate,

7 be in effect for more than 4 years.

8 (2) EXTENSION.—

9 (A) IN GENERAL.—If the initial period for
10 any import relief provided under this section is
11 less than 4 years, the President, after receiving
12 a determination from the Commission under
13 subparagraph (B) that is affirmative, or which
14 the President considers to be affirmative under
15 paragraph (1) of section 330(d) of the Tariff
16 Act of 1930 (19 U.S.C. 1330(d)(1)), may ex-
17 tend the effective period of any import relief
18 provided under this section, subject to the hmi-
19 tation under paragraph (1), if the President de-
20 termines that—

21 (i) the import relief continues to be
22 necessary to remedy or prevent serious in-
23 jury and to facilitate adjustment by the do-
24 mestic industry to import competition; and

June 23, 2005
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(i1) there is evidence that the industry
is making a positive adjustment to import
competition.

(B) ACTION BY COMMISSION.—(1) Upon a
petition on behalf of the industry concerned
that is filed with the Commission not earlier
than the date which is 9 months, and not later
than the date which is 6 months, before the
date on which any action taken under sub-
section (a) is to terminate, the Commission
shall conduct an investigation to determine
whether action under this section continues to
be necessary to remedy or prevent serious in-
jury and whether there is evidence that the in-
dustry is making a positive adjustment to im-
port competition.

(ii) The Commission shall publish notice of
the commencement of any proceeding under
this subparagraph in the Federal Register and
shall, within a reasonable time thereafter, hold
a public hearing at which the Commission shall
afford interested parties and consumers an op-
portunity to be present, to present evidence,

and to respond to the presentations of other
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1 parties and consumers, and otherwise to be
2 ‘heard.
3 (iii) The Commission shall transmit to the
4 Presidént a report on its investigation and de-
5 termination under this subparagraph not later
6 than 60 days before the action under subsection
7 (a) is to terminate, unless the President speci-
g fies a different date. |
9 () RATE AFTER TERMINATION OF IMPORT RE-
10 LIEF.—When import relief under this section is termi-
11 nated with respect to an article— ‘
12 (1) the rate of duty on that article after such
13 termination and on or before December 31 of the
14 - year in which such termination oceurs shall be the
15 rate that, according to the Schedule of the U nited
16 States to Annex 3.3 of the Agreement would have
17 been in effect 1 year after the provision of relief
18 under subsection (a); and
19 (2) the rate of duty for that article after De-
20 cember 31 of the year in which termination occurs
21 shall be, at the discretion of the President, either—
22 (A) the applicalﬂe rate of duty for that ar- |
23 ticle set out in the Schedule of the United 1
24 States to Annex 3.3 of the Agreement; or

June 23, 2005 |
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(B) the rate of duty resulting from the
elimination of the tariff in equal annual stages
ending on the date set out in the Schedule of
the United States to Annex 3.3 of the Agree-
ment for the elimination of the tariff.
(f) ArTicLES ExeMpT FROM RELIEF.—No import
relief may be pro?ided under this section on—
(1) any article subject to import relief under
chapter 1 of title II of the Trade Act of 1974 (19
U.8.C. 2251 et seq.); or
(2) imports of a CAFTA-DR article of a
CAFTA-DR country that is a de minimis supplying
country with respect to that article.
SEC. 314, TERMINATION OF RELIEF AUTHORITY.
(a) GENERAL RULE.—Subject to subsection (b), no

import relief may be provided under this subtitle after the

‘date that is 10 years after the date on which the Agree-

ment enters into foree.

(h) ExcePTION.—If an article for which relief is pro-
vided under this subtitle is an article for which the period
for tariff elimination, set out in the Schedule of the United
States to Annex 3.3 of the Agreement, is greater than 10
vears, no relief under this subtitle may be provided for

that article after the date on which that period ends.



0:\CRA\CRA05688.LC S.L.C.
82
SEC. 815. COMPENSATION AUTHORITY.
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For purposes of section 123 of the Trade Act of 1974
(19 U.8.C. 2133), any import relief provided by the Presi-
dent under section 313 shall be treated as action taken
under chapter 1 of title I of such Act.

SEC. 318, CONFIDENTIAL BUSINESS INFORMATION.
: Section -202(a)(8) of the Trade Aect of 1974 (19
U.S.C. 2252(a)(8)) is amended in the first sentence—
.(1) by striking “and”; and
(2) by inserting before the period at the end “,
and title IIl of the Dominican Republic-Central
America-United States Free Trade Agreement Im-
plementation Act”. _. |
Subtitle B—Textile and Apparel
Safeguard Measures
SEC. 821. COMMENCEMENT OF ACTION FOR RELIEF,

(a) IN GENERAL.—A request under this subtitle for
the purpose of adjusting to the obligations of the United
States under the Agreement may be filed with the Presi-
dent hy an interested party. Upon the filing of a request,
the President shall review the request to determine, from
information presented in the request, whether to com-
mence consideration of the request.

(b) PUBLICATION OF REQUEST.—If the President de-
termines that the request under subsection (a) provides

the information necessary for the request to be considered,
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1 the President shall cause to be bublished in the Federal
2 Register a notice of commencement of consideration of the
3 request, and notice seeking public comments regarding the
4 request. The notice shall include a summary of the request
5 and the dates by which comments and rebuttals must be
6 received.

7 SEC. 322. DETERMINATION AND PROVISION OF RELIEF,

8 (a) DETERMINATION.—

9 (1) IN GENERAL.—If a positive determination is
10 made under section 321(b), the President shall de-
1 termine whether, as a result of the elimination of a
12 duty under the Agreement, a CAFTA-DR textile or
13 apparel article of a specified CAFTA-DR country is
14 being imported into the United States in such in-
15 creased quantities, in absolute terms or relative to
16 the domestic market for that article, and under such
17 conditions as to cause serious damage, or actual
18 threat thereof, to a domestic industry producing an
19 article that is like, or directly competitive with, the
20 imported article.

21 (2) SERIOUS DAMAGE.—In making a deter-
22 mination under paragraph (1), the President—

23 (A) shall examine the effect of increased
24 imports on the domestie industry, as reflected
25 im changes in such relevant economie factors as

June 23, 2005
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output, produectivity, utilization of capaecity, in-

ventories, market share, exports, wages, em-

ployment, domestic prices, profits, and invest-
ment, none of which is necessarily decisive; and

(B) shall not consider changes in tech-
nology or consumer preference as factors sup-
porting a determination of serious damage or
actual threat thereof.

(3) DEADLINE FOR DETERMINATION.—The
President shall make the determination under para-
graph (1) no later than 30 days after the completion
of any consultations held pursuant to article 3.23.4
of the Agrecment.

(b) PROVISION OF RELIEF.—

(1) IN GENERAL.—If a determination under
subsection (a) is affirmative, the President may pro-
vide relief from imports of the article that is the

subject of such determination, as provided in para-

graph (2), to the extent that the President deter-

mines necessary to remedy or prevent the serious
damage and to facilitate adjustment by the domestic
industry.

(2) NATURE OF RELIEF.—The relief that the
President is authorized to provide under this sub-

section with respeet to imports of an article is an in-
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¢rease in the rate of duty imposed on the article to

a level that does not exceed the lesser of—

(A) the column 1 general rate of duty im-
posed under the HTS on like articles at the
time the import relief is provided; or

(B) the column 1 general rate of duty im-
posed under the HTS on like articles on the
day before ﬂle date on which the Agreement en-
ters into force.

SEC. 323. PERICD OF RELIEF.

(a) IN GENERAL.—Subject to subsection (b), any im-
port relief that the President provides under subsection
(b) of section 322 may nét, in the aggregate, he in effect
for more than 3 years.

(b) EXTENSION.—If the initial period for any import

relief provided under section 322 is less than 3 years, the

President may extend the effective period of any import

relief provided under that section, subject to the limitation

set forth in subscetion (a), if the President determines
that—

(1) the import relief continues to bhe necessary

to remedy or preveht serious damage and to facili-

tate adjustment by the domestie industry to import

competition; and
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(2) there is evidence that the industry is mak-
ing a positive adjustment to import competition.
SEC. 324. ARTICLES EXEMPT FROM RELIEF.
The President may not provide import relief under
this subtitle with respect to any article if—
(1) import relief previdusly has been provided
~ under this subtitle with respeet to that article; or

(2) the article is subject to import relief

under—
(A) subtitle A; or
(B) chapter 1 of title II of the Trade Act
of 1974.

SEC. 325. RATE AFTER TERMINATION OF IMPORT RELIEF.

When import relief under this subtitle is terminated
with respect to an article, the rate of duty on that article
shall be the rate that would have been in effect, but for
the provision of such relief. -

SEC. 326. TERMINATION OF RELIEF AUTHORITY.

No import relief may be provided undep this subtitle
with respect to any article after the date that is 5 years
after the date on which the Agreement enters into force.
SEC. 827. COMPENSATION AUTHORITY.

For purposes of section 123 of the Trade Aet of 1974

(19 U.8.C. 2133), any import relief provided by the Presi-
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dent under this subtitle shall be treated as action taken
under chapter 1 of title II of that Act.
SEC. 328, CONFIDENTIAL BUSINESS INFORMATION,

The President may not release information received
in connection with a review under this subtitle which the
President considers to be confidential business informa-
tion unless the party submitting the confidential business
infofmation had notice, at the time of submission, that
such information would be released by the President, or
such party subsequently consents to the release of the in-
formation. To the extent a party submits confidential busi-
ness information, it shall also provide a nonconfidential
version of the information in which the confidential busi-

ness information is summarized or, if nccessary, deleted.

Subtitle C—Cases Under Title II of
the Trade Act of 1974

SEC. 331. FINDINGS AND ACTION ON GOODS OF CAFTA-DR
COUNTRIES.
(a) ErrecT OF ImpPorTS.—If, in any investigation

initiated under chapter 1 of title II of the Trade Act of

1974, the Commission makes an affirmative determination

(or a determination which the President may treat as an
affirmative determination under such chapter by reason
of section 330(d) of the Tariff Act of 1930), the Commis-

sion shall also find (and report to the President at the



O:\CRA\CRA05688.LC ' S.L.C

June 23, 2005

\O 00 NN WL S WN e

Pk A et pemd ek pmad et A
i B = N O B 7= T \C L B

18
19
20
21
22
23
24
25

88

time such injury determination is submitted to the Presi-
dent) whether imports of the article of each CAFTA-DR
country that qualify as originating goods under section
203(b) are a substantial cause of serious injury or threat
thereof.

(b) PRESIDENTIAL DETERMINATION REGARDING IM-
PORTS OF CAFTA-DR COUNTRIES.—In determining the |
nature and extent of action to be taken under éhapter 1
of title IT of the Trade Act of 1974, the President may
exclude from the action goods of a CAFTA-DR country
with respect to which the Commission has made a negative
finding under subsection (a).

TITLE IV—MISCELLANEOUS
SEC. 401. ELIGIBLE PRODUCTS.

Seetion 308(4)(A) of the Tréde Agreements Aect of
1979 (19 U.S.C. 2518(4)(A)) is amended—

(1) by striking ‘“‘or’” at the end of clause (ii);
(2) by striking the period at the end of clause

(ii1) and inserting ‘‘; or”’; and
(3) by adding at the end the following new

clause:

“iv) a part;v to the Dominican Re-
public-Central America-United State§ Firee
Trade Agreement, a product or service of

that country or instrumentality which is
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covered under that Agreement 'for procure-
ment by the United States.”.
SEC. 402. MODIFICATIONS TO THE CARIBBEAN BASIN ECQ.
NOMIC RECOVERY ACT.

(a) FORMER BENEFICIARY COUNTRIES.—Section
212(a)(1) of the Caribbean Basin Economic Recovery Act
(19 U.S.C. 2702(a)(1)) is amended by adding at the end
the following new subparagraph:

“(F') The term ‘former beneficiary country’
means a country that ceases to be designated as

a beneficiary country under this titlé because

the country has become a party to a free trade

agreement with the United States.”.

(b) COUNTRIES ELIGIBLE FOR .DESIGNATION AS
BENEFICIARY COUNTRIES,—Section 212(h) of the Carib-
hean Basin Economic Recovery Act (19 U.S.C. 2702(b))
is amended by striking from the list of countries eligible
for designation as beneficiary countries—

(1) “Costa Rica”, effcctive on the date the
President terminates the designation of Costa Rica
as a beneﬁ'ciary country pursuant to seetion
201(a)(3); |

(2) “Dominican Republic”, effective on the date

the President terminates the designation of the Do-
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I minican Republie as a beneficiary country pursuant
2 to section 201(a)(3);
3 ‘ (3) “El Salvador”, effective on the date the
4 President terminates the designation of El Salvador
5 as a beneficiary country pursuant to section
6 201(a}(3);
7 (4) “Guatemala”, effective on the date the
8 President terminates the designation of Guatemala
9 as' a beneficiary country pursuant to section
10 201(a)(3);
11 (5) “Honduras”, effective on the date the Presi-
12 dent terminates the designation of Honduras as a |
13 beneficiary eountry pursuant to section 201(a)(3);
14 and
15 (6) ‘“Nicaragua”, effective on the date the
16 President terminates the designation of Nicaragua
17 as a heneficiary country pursuant to section
18 201 (a)(3).
19 . (¢) MATERIALS OF, OR PROCESSING IN, FORMER
20 BENEFICIARY COUNTRIES.—Section 213(a)(1) of the Car-
21 ibbean Basin Economic Recovery Act (19 U.S.C.
22 2703(a)(1)) is amended by striking “the Commonwealth

N
3

of Puerto Rieo and the United States Virgin Islands” and

24
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1 States Virgin Islands, and any former beneficiary coun-

2 try”.

3 (d) DEFINITIONS AND SPECIAL RULES.—Section

4 213(h)(5) of the Caribbean Basin Economic Recovery Act

5 (19 U.S.C. 2703(b)(5)) is amended by adding at the end

6 the following new subparagraphs:

7 “(G) FORMER CBTPA BENEFICIARY COUN-

8 TRY.—The térm ‘former CBTPA beneficiary

9 country’ means a country that ceases to be des-
10 ignated as a CBTPA heneficiary country under
11 this title because the country has become a
12 party to a free trade ég‘reement with the United
13 States.

14 “(H) AR’I‘ICLAES THAT UNDERGO PRODUC-
15 TION IN A CBTPA BENEFICIARY COUNTRY AND
16 A FORMER CBTPA BENEFICIARY COUNTRY.—(i)
17 For purposes of determining the eligibility of an
18 article for preferential treatment under para-
19 graph (2) or (3), references ili cither such para-
20 graph, and in subparagraph (C) of this para-
2] graph to—
22 “(I) a ‘CBTPA beneficiary country’
23 shall bhe considered to include any former
24 CPTPA beneficiary country, and

June 23, 2008
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“(II) *CBTPA beneficiary countries’
shall be considered to include former
CBTPA beneficiary countries,

if the article, or a good used in the production
of the article, undergoes production in a
CBTPA beneficiary country.

“(ii) An article that is eligible for pref-
erential treatment under clause (i) shaH not he
ineligible for such treatment because the article
is imported directly from a former CBTPA ben-
eficiary country.

“(ii1) Notwithstanding clauses (i) and (ii),
an article that is a good of a former CBTPA
beneficiary country for purposes of section 304
of the Tanff Act of 1930 (19 U.S.C. 1304) or
section 334 of the Urnguay Round Agreements
Act (19 U.S.C. 3592), as the case may be, shall
not be eligible for preferential treatment under
paragraph (2) or (3), unless—

“(I) it is an article that is a good of
the Dominican Republic under cither such
section 304 or 334; and

“(II) the article, or a good used in the
production of the article, undergoes pro-

duetion in Haity”.
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1 SEC. 403. PERIODIC REPORTS AND MEETINGS ON LABOR

10

11

12
13
14
15
16
17
18
19
20
21
22
23
24
25

2
3
4
5
6
7
8
9

OBLIGATIONS AND LABOR CAPACITY-BUILD-
ING PROVISIONS,
(a) REPORTS TO CONGRESS.—

(1) IN GENERAL.—Not later than the end of
the 2-year period heginning on the date the Agrée-
ment enters into force, and not later than the end
of each 2-vear period thereafter during the suec-
ceeding 14-year period, the President shall report to
the Congress on the progress made by the CAF'TA-
DR countries in—

(A) implementing Chapter Sixteen and

Annex 16.5 of the Agreement; and

(B) implementing the White Paper.

(2) WHITE PAPER.—_In this section, the term

“White Paper” means the report of April 2005 of

the W()rkizlg Group of the Viee Ministers Respon-

~sible for Trade and Labor in the Countries of Cen-

tral Amecrica and the Dominican \Republic entitled
“The Labor Dimension in Central America and the
Dominican Republic - Building on Progress:
Strengthening Compliance and Enhancing Capac-
ity”.-

(3) CONTENTS OF REPORTS.—Each report

under paragraph (1) shall include the following:
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' 1 (A) A description of the progress made by
2 the Labor Cooperation and Capacity Building
3 Mechanism established by article 16.5 and
4 Annex 16.5 of the Agreement, and the Labor
5 Affairs Council established by article 16.4 of
6 the Agreement, in achieving their stated goals,
7 including a description of the capacity-building

| 8 projects undertaken, funds received, and results

1 9 achieved, in each CAFTA-DR country.
10 (B) Recommendations on how the United
i1 States can facilitate full implementation of the
12 recommendations contained in the White Paper.
13 (C) A deseription of the work done by the
14 CAFTA-DR countries with the International
15 Labor Organization to implement the ree-
16 ommendations contained in the White Paper,
17 and the efforts of the CAFTA-DR countries
18 with international organizations, through the
19 Labor Cooperation and Capacity Building
20 Mechanism referred to in subparagraph (A), to
21 advance common commitments regarding labor
22 matters.
23 (D) A summary of public comments re-
24 ceived on—

June 23, 2005
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(1) capacity-building efforts by the
United States envisaged by article 16.5
and Annex 16.5 of the Agreement;

_(ii) efforts by the United States to fa-
cilitate full implementation of the White
Paper recommendations; and

(iii) the efforts made by the CAFTA-
DR countries to comply with article 16.5
and Annex 16.5 of the Agreement and to
fully implement the White Paper rec-
ommendations, including the progress
made by the CAFTA-DR countries in af-
fording to- workers internationally-recog-
nized worker rights through improved ca-

pacity.

(4) SOLICITATION OF PUBLIC COMMENTS.—The
President shall establish a mechanism to solicit pub-

lic ecomments for purposes of paragraph (3)(D).
('b) PERIODIC MEETINGS OF SECRETARY OF LABOR
WiTH LABOR MINISTERS OF CAFTA-DR COUNTRIES.—
(1) PERIODIC MEETINGS.—The Secretary of
Liahor should take the necessary steps to meet peri-
odically with the labor ministers of the CAFTA-DR

countries to discuss—
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(A) the operation of the labor provisions of
the Agreement;

(B) progress on the commitments made by
the CAFTA-DR countries to implement the rec-
ommendations contained in the White Paper;

(C) the work of the International Labor
Organization in the CAFTA-DR countries, and
other cooperative cfforts, to afford to workers
internationally-recognized worker rights; and

(D) such other matters as the Secretary of
Labor and the labor ministers consider appro-
priate.

(2) INCLUSION IN BIENNIAL REPORTS.—The

President shall include in each report under sub-
section (a), as the President deems appropriate,
summaries of the meetings held pursuant to para-

graph (1).




THE DOMINICAN REPUBLIC ~ CENTRAL AMERICA - UNITED STATES
- FREE TRADE AGREEMENT IMPLEMENTATION ACT

STATEMENT OF ADMINISTRATIVE ACTION

This Statement of Administrative Action (“Statement”) is submitted to the Congress in
compliance with section 2105(a)(1)(C)(ii) of the Bipartisan Trade Promotion Authority Act of
2002 (“TPA Act”) and accompanies the implementing bill for the free trade agreement that the
United States has concluded with Costa Rica, El Salvador, Guatemala, Honduras, and Nicaragua
(collectively “Central America” or “Central American countries™) and the Dominican Republic
(“Agreement” or “CAFTA-DR”). The bill approves and makes statutory changes necessary or
appropriate to implement the Agreement, which the United States Trade Representative signed
on August 5, 2004. ' :

This Statement describes significant administrative actions proposed to implement U.S.
obligations under the Agreement.

In addition, incorporated into this Statement are two other statements required under
section 2105(a) of the TPA Act: (1) an explanation of how the implementing bill and proposed
administrative action will change or affect existing law; and (2) a statement setting forth the
reasons why the implementing bill and proposed administrative action are necessary or
appropriate to carry out the Agreement. The Agreement does not change the provisions of any
agreement the United States has previously negotiated with the other parties to the Agreement.

For ease of reference, this Statement generally follows the organization of the
Agreement, with the exception of grouping the general provisions of the Agreement (Chapters
One, Two, and Eighteen through Twenty-Two) at the beginning of the discussion.

For each chapter of the Agreement, the Statement describes the pertinent provisions of
the implementing bill, explaining how the bill changes or affects existing law, and stating why
those provisions are necessary or appropriate to implement the Agreement. The Statement then
describes the administrative action proposed to implement the particular chapter of the
Agreement, explaining how the proposed action changes existing administrative practice or
authorizes further action and stating why such actions are necessary or appropriate to implement
the Agreement.

It should be noted that this Statement does not, for the most part, discuss those many
instances in which U.S. law or administrative practice will remain unchanged under the
Agreement. In many cases, U.S. laws and regulations are already in conformity with the
obligations assumed under the Agreement.

Finally, references in this Statement to particular sections of U.S. statutes are based on
those statutes in effect as of the date this Statement was submitted to the Congress.



Chapters:
One (Initial Provisions)
Two (General Definitions)
Eighteen (Transparency)
Nineteen (Administration of the Agreement and Trade Capacity Building)
Twenty (Dispute Settlement)
Twenty-One (Exceptions)
Twenty-Two (Final Provisions)

1. Implementing Bill

a. Congressional Approval

Section 101(a) of the implementing bill provides Congressional approval for the
Agreement and this Statement, as required by sections 2103(b)(3) and 2105(a)(1) of the TPA
Act. .

b. Entry into Force

Under Article 22.5, the Agreement will enter into force once the United States and at
least one other country that has signed the Agreement notify the General Secretariat of the
Organization of American States (“OAS”), which serves as the depositary for the Agreement,
that they have fulfilled their internal procedures needed to implement the Agreement.
Thereafter, the Agreement will enter into force between the United States and any remaining
countries 90 days after they provide their notifications to the OAS.

Section 101(b) of the implementing bill provides that when the President determines that
other countries that have signed the Agreement have taken measures necessary to comply with
those obligations that are to take effect at the time the Agreement enters into force, the President
is authorized to provide for the Agreement to enter into force with respect to those countries that
provide for the Agreement to enter into force for them.

Certain provisions of the agreement become effective after the Agreement enters into
force. For example, certain provisions relating to customs administration become effective with
respect to the Central American countries and the Dominican Republic no later than three years
after the Agreement enters into force. Certain procedural obligations relating to government
procurement become effective with respect to the Central American countries and the Dominican
Republic two years after the Agreement enters into force. For Costa Rica, certain commitments
on insurance and telecommunications become effective at specified times after the Agreement
enters into force. Certain provisions relating to intellectual property rights become effective with
respect to the Central American countries and the Dominican Republic following transition
periods ranging from six months to four years after the Agreement enters into force. In addition,
obligations regarding the ratification of certain international agreements governing intellectual
property rights take effect at prescribed times after the Agreement enters into force.



c. Relationship to Federal Law

Section 102(a) of the bill establishes the relationship between the Agreement and U:S.
law. The implementing bill, including the authority granted to federal agencies to promulgate
implementing regulations, is intended to bring U.S. law fully into compliarice with U.S.
obligations under the Agreement. The bill accomplishes that objective with respect to federal
legislation by amending existing federal statutes that would otherwise be inconsistent with the
Agreement and, in certain instances, by creating entirely new provisions of law.

Section 102(a) clarifies that no provision of the Agreement will be given effect under
domestic law if it is inconsistent with federal law, including provisions of federal law enacted or
amended by the bill. Section 102(a) will not prevent implementation of federal statutes
consistent with the Agreement, where permissible under the terms of such statutes. Rather, the
section reflects the Congressional view that necessary changes in federal statutes should be
specifically enacted rather than provided for in a blanket preemption of federal statutes by the
Agreement.

The Administration has made every effort to include all laws in the implementing bill and
to identify all administrative actions in this Statement that must be changed in order to conform
with the new U.S. rights and obligations arising from the Agreement. Those include both
regulations resulting from statutory changes in the bill itself and changes in laws, regulations,
rules, and orders that can be implemented without a change in the underlying U.S. statute.
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Accordingly, at this time it is the expectation of the Administration that no changes in l

existing federal law, rules, regulations, or orders other than those specifically indicated in the

implementing bill and this Statement will be required to implement the new international

obligations that the United States will assume under the Agreement. This is without prejudice to

the President’s continuing responsibility and authority to carry out U.S. law and agreements. As

experience under the Agreement is gained over time, other or different administrative actions

may be taken in accordance with applicable law to implement the Agreement. If additional

action is called for, the Administration will seek legislation from Congress or, if a change in

regulation is required, follow normal agency procedures for amending regulations.

d. Relationship to State Law

The Agreement’s rules generally cover state and local laws and regulations, as well as
those at the federal level. There are a number of exceptions to, or limitations on, this general
rule, however, particularly in the areas of government procurement, labor and environment,
investment, and cross-border trade in services and financial services.

The Agreement does not automatically “preempt” or invalidate state laws that do not
conform to the Agreement’s rules, even if a dispute settlement panel were to find a state measure
| inconsistent with the Agreement. The United States is free under the Agreement to determine
how it will conform with the Agreement’s rules at the federal and non-federal level. The
Administration is committed to carrying out U.S. obligations under the Agreement, as they apply




to the states, through the greatest possible degree of state-federal consultation and cooperation.

Section 102(b)(1) of the bill makes-clear that only the United States is entitled to bring an
action in court in the event that there is an unresolved conflict between a state law, or the
application of a state law, and the Agreement. The authority conferred on the United States
under this paragraph is intended to be used only as a “last resort,” in the unlikely event that
efforts to achieve consistency through consultations have not succeeded.

The reference in section 102(b)(2) of the bill to the business of insurance is required by
virtue of section 2 of the McCarran-Ferguson Act (15 U.S.C. 1012). That section states that no
federal statute shall be construed to supersede any state law regulating or taxing the business of
insurance unless the federal statute “specifically relates to the business of insurance.” Certain
provisions of the Agreement (for example, Chapter Twelve, relating to financial services) do
apply to state measures regulating the insurance business, although “grandfathering” provisions
in Chapter Twelve exempt existing inconsistent (i.e., “non-conforming”) measures.

Given the provision of the McCarran-Ferguson Act, the implementing act must make
specific reference to the business of insurance in order for the Agreement’s provisions covering
the insurance business to be given effect with respect to state insurance law. Insurance is
otherwise treated in the same manner under the Agreement and the implementing bill as other
financial services under the Agreement. :

e. Private Lawsuits

Section 102(c) of the implementing bill precludes any private right of action or remedy
against a federal, state, or local government, or against a private party, based on the provisions of
the Agreement. A private party thus could not sue (or defend a suit against) the United States, a
state, or a private party on grounds of consistency (or inconsistency) with the Agreement. The
provision also precludes a private right of action attempting to require, preclude, or modify
federal or state action on grounds such as an allegation that the government is required to
exercise discretionary authority or general “public interest” authority under other provisions of
law in conformity with the Agreement.

With respect to the states, section 102(c) represents a determination by the Congress and
the Administration that private lawsuits are not an appropriate means for ensuring state
compliance with the Agreement. Suits of this nature may interfere with the Administration’s
conduct of trade and foreign relations and with suitable resolution of disagreements or disputes
under the Agreement.

Section 102(c) does not preclude a private party from submitting a claim against the
United States to arbitration under Chapter Ten (Investment) of the Agreement or seeking to
enforce an award against the United States issued pursuant to such arbitration. The provision
also would not preclude any agency of government from considering, or entertaining argument
on, whether its action or proposed action is consistent with the Agreement, although any change
in agency action would have to be consistent with domestic law.




f. Implementing Regulations

Section 103(a) of the bill provides the authority for new or amended regulations to be
issued, and for the President to proclaim actions implementing the provisions of the Agreement,
as of the date the Agreement enters into force. Section 103(b) of the bill requires that, whenever
possible, all federal regulations required or authorized under the bill and those proposed in this
Statement as necessary or appropriate to implement immediately applicable U.S. obligations -
under the Agreement are to be developed and promulgated within one year of the Agreement’s
entry into force. In practice, the Administration intends, wherever possible, to amend or issue
the other regulations required to implement U.S. obligations under the Agreement at the time the
Agreement enters into force. The process for issuing regulations pursuant to this authority will
comply with the requirements of the Administrative Procedures Act, including requirements to
provide notice of and an opportunity for public comment on such regulations. If issuance of any
regulation will occur more than one year after the date provided in section 103(b), the officer
responsible for issuing such regulation will notify the relevant committees of both Houses of
Congress of the delay, the reasons for such delay, and the expected date for issuance of the
regulation. Such notice will be provided at least 30 days prior to the end of the one-year period.

g. Dispute Settlement

Section 105(a) of the bill authorizes the’President to establish within the Department of
Commerce an office responsible for providing administrative assistance to dispute settlement
panels established under Chapter Twenty of the Agreement. This provision enables the United
States to implement its obligations under Article 19.3.1 of the Agreement. This office will not
be an “agency” within the meaning of 5 U.S.C. 552, consistent with treatment provided under
other U.S. free trade agreements, including the North American Free Trade Agreement '
(“NAFTA”) and free trade agreements with Australia, Chile, and Singapore. Thus, for example,
the office will not be subject to the Freedom of Information Act or the Government in the
Sunshine Act. Since they are international bodies, panels established under Chapter Twenty are
not subject to those acts.

Section 105(b) of the bill authorizes the appropriation of funds to suppbrt the office
established pursuant to section 105(a).

h. Effective Dates

Section 107(b) of the bill provides that the first three sections of the bill as well as Title I
of the bill go into effect when the bill is enacted into law.

Section 107(a) provides that the other provisions of the bill and the amendments to other
statutes made by the bill take effect on the date on which the Agreement enters into force.
Section 107(c) provides that the provisions of the bill (other than section 107(c) itself) and the
amendments to other statutes made by the bill will cease to have effect with respect to a country
during any period in which it ceases to be an Agreement country. (Note: for purposes of this




statement, the term “Agreement country” refers to a Party to the Agreement other than the
United States.) Section 107(d) provides that the provisions of the bill (other than section 107(d)
itself) and the amendments to other statutes made by the bill will cease to be effectlve if the
United States withdraws from the Agreement or it terminates.

2, Administrative Action

No administrative changes will be necessary to implement Chapters One, Two, Nineteen,
Twenty-One, and Twenty-Two.

Article 18.1.1 of the Agreement requires each government to designate a contact point to
facilitate communications regarding the Agreement. The Office of the United States Trade
Representative (“USTR”) will serve as the U.S. contact point for this purpose.

The Agreement calls for the United States and the other Agreement countries to develop
rosters of independent experts willing to serve as panelists to settle disputes between the parties
that may arise under the Agreement. One roster will be available for most types of disputes,
while specialized rosters will be established to address disputes regarding the Agreement’s
financial services, labor, and environmental provisions. USTR will consult with the Committee
on Ways and Means of the House of Representatives and the Committee on Finance of the
Senate (“Trade Committees™) as it develops rosters of panelists.

Chapter Three (National Treatment and Market Access for Goods)

1. Implementing Bill

a. Proclamation Authority

Section 201(a)(1) of the bill grants the President authority to implement by proclamation
U.S. rights and obligations under Chapter Three of the Agreement through the application or
elimination of customs duties and tariff-rate quotas (“TRQs™). Section 201(a)(1) authorizes the
President to:

. modify or continue any duty;
. keep in place duty-free or excise treatment; or
o impose any duty

that the President determines to be necessary or appropriate to carry out or apply Articles 3.3,
3.5,3.6,3.21, 3.26, 3.27, and 3.28, and Annexes 3.3, 3.27, and 3.28 of the Agreement.

The proclamation authority with respect to Article 3.3 authorizes the President to provide
for the continuation, phase-out, and elimination, according to the Schedule of the United States
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to Annex 3.3 of the Agreement, of customs duties on imports from the other Agreement
countries that meet the Agreement’s rules of origin.

The proclamation authority with respect to Articles 3.5 and 3.6 authorizes the President
to provide for the elimination of duties on particular categories of imports from the other
Agreement countries. Article 3.5 pertains to the temporary admission of certain goods, such as
commercial samples, goods intended for display at an exhibition, and goods necessary for
carrying out the business activity of a person who qualifies for temporary entry into the United
States. Article 3.6 pertains to the importation of goods: (i) returned to the United States after
undergoing repair or alteration in another Agreement country; or (ii) sent from another
Agreement country for repair or alteration in the United States.

The proclamation authority with respect to Article 3.21 authorizes the President to
provide duty-free treatment for textile or apparel articles that the United States and another
- Agreement country agree are handloomed, handmade, or folklore articles, and are certified as
such by that country’s competent authority.

The proclamation authority with respect to Article 3.26 of the Agreement authorizes the
President to reduce the amount of duty imposed on certain textile or apparel goods that are not
“originating goods” for purposes of the Agreement, but that contain U.S.-origin components.
The President is authorized to proclaim a duty rate equal to the applicable normal trade relations
(most-favored-nation) (“NTR (MFN)”) rate of duty applied to the value of the good minus the
value of U.S. components (e.g., fabric). To qualify for this duty treatment the good must be
made with U.S. fabric or knit-to-shape components and assembled in an Agreement country with
U.S. thread. The U.S. fabric may be cut in one or more Agreement countries.

The proclamation authority with respect to Articles 3.27 and 3.28 and Annexes 3.27 and
3.28 of the Agreement authorizes the President to provide preferential tariff treatment to certain
apparel goods of Costa Rica and Nicaragua, respectively, that do not satisfy the Agreement’s
rules of origin. This treatment is limited to annual quantities specified in the annexes.

Sections 201(a)(2) and (3) of the bill address the status of Agreement countries as
designated beneficiary countries under the following U.S. trade preference programs: (i) the
Generalized System of Preferences; (ii) the Caribbean Basin Economic Recovery Act (19 U.S.C.
2701 et seq.) (“CBERA?”); and (iii) the United States — Caribbean Basin Trade Partnership Act,
Pub. Law 106-200 (“CBTPA”), which amended the CBERA to provide additional tariff
preferences to beneficiary countries for certain goods, including certain textile and apparel
goods.

Section 201(a)(2) of the bill requires the President to withdraw beneficiary country status
under the Generalized System of Preferences from Agreement countries once the Agreement
takes effect for them. ‘

Section 201(a)(3) of the bill requires the President to withdraw beneficiary country status
under the CBERA from Agreement countries once the Agreement takes effect for them. The
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requirement to terminate CBERA beneficiary status is subject to three exceptions, however,
which are set out in section 201(a)(3)(B).

The first exception implements Article 8.8.1 of the Agreement, which provides that the
United States will continue to treat Agreement countries as CBERA beneficiary countries for
purposes of Sections 771(7)(G)(ii)(III) and 771(7)(H) of the Tariff Act of 1930 (19 U.S.C.
1677(7)G)(i1)(I1I) and 1677(7)(H)). Those provisions preclude the U.S. International Trade
Commission (*ITC”) from aggregating (or “cumulating™) imports from CBERA beneficiary
countries with imports from non-beneficiary countries in determining in antidumping and
countervailing duty investigations whether a U.S. industry is materially injured or threatened
with material injury by reason of dumped or subsidized imports of a particular product from such
beneficiary countries. -

The second exception will permit the President to implement the duty free treatment
provided under paragraph 12 of Appendix I of the General Notes to the Schedule of the United
States to Annex 3.3 of the Agreement.

The third exception provides that the Agreement countries will continue to be considered
CBERA beneficiary countries for purposes of section 274(h)(6)(B) of the Internal Revenue Code
(26 U.S.C. 274(h)(6)(B)). Section 274(h) limits taxpayer deductions for expenses incurred in
attending conventions, seminars, or similar meetings abroad. The rule does not apply with
respect to conventions, seminars, or similar meetings held in CBERA beneficiary countries if the
countries meet certain tests. This third exception would maintain the status quo with respect to
this tax provision, thereby preserving an existing benefit for the Agreement countries.

Section 213(b)(5)(D) of the CBERA, as amended by the CBTPA, provides that CBTPA
benefits terminate with respect to any CBTPA beneficiary country on entry into force of a free
trade agreement between that country and the United States. The President’s proclamation
implementing the Agreement will reflect the termination of CBTPA benefits for Agreement
countries. o :

Section 402 of the bill makes several amendments to the CBERA in light of the fact that
the Agreement countries will no longer be beneficiary countries for purposes of the CBERA or
the CBTPA once the Agreement takes effect for them. Consistent with the commitment that the
United States made during the course of the Agreement negotiations, the purpose of the
amendments is to ensure, to the extent possible, that the remaining beneficiary countries under
these preference programs are not adversely impacted as a consequence of the removal of the
Agreement countries from the CBERA and CBTPA programs. To this end, the amendments
generally will ensure that goods produced through a combination of operations in a beneficiary
country and an Agreement country that would have qualified for preferential treatment under the
CBERA or CBTPA before the Agreement took effect will continue to qualify for this treatment |
after the Agreement takes effect. The amendments do not provide new benefits for the
remaining beneficiary countries or the Agreement countries; rather the amendments preserve
benefits the remaining beneficiary countries already have under the CBERA and CBTPA.



CBERA Program: Subsection 402(b) of the bill amends section 212(b) of the CBERA to
delete the Agreement countries from the list of countries that the President may designate as
beneficiary countries. The amendment takes effect with respect to each country on the date on
which the President terminates the country’s designation as a beneficiary country pursuant to
section 201(a)(3) of the bill. Section 402(a) of the bill amends section 212(a)(1) of the CBERA
to define the term “former beneficiary country” to mean a country that ceases to be designated as
a beneficiary country because the country has become a party to a free trade agreement with the
United States.

Section 213(a)(1) of the CBERA provides that for a good to qualify for duty-free
treatment, the sum of the cost or value of materials produced in one or more beneficiary
countries and the direct costs of processing operations performed in one or more beneficiary
countries must be at least 35 percent of the appraised value of the good at the time of entry into
the United States. Puerto Rico and the U.S. Virgin Islands are included within the term
“beneficiary country” for purposes of satisfying the 35 percent valued added requirement.
Section 402(c) of the bill amends section 213(a)(1) of the CBERA to provide that the term
“beneficiary country” also includes “any former beneficiary country” for purposes of
determining whether the 35 percent value added test has been satisfied. This amendment will
ensure that producers and exporters in the remaining CBERA beneficiary countries will be able
to continue to use materials of, or processing performed in, the Agreement countries to satisfy
the 35 percent value added test for establishing the eligibility of their goods for duty-free
treatment under the CBERA.

CBTPA Program: Section 402(d) of the bill adds subparagraphs (G) and (H) to 213(b)(5)
of the CBERA. Subparagraph (G) defines the term “former CBTPA beneficiary country” to
mean a country that ceases to be designated as a CBTPA beneficiary country because the country
has become a party to a free trade agreement with the United States. Subparagraph (H) provides
that any reference to a CBTPA beneficiary country shall be considered to include a former
CBTPA beneficiary country for purposes of determining the eligibility of a good for preferential
treatment under section 213(b)(2) of the CBERA (for certain textile and apparel articles) and
section 213(b)(3) of the CBERA (for certain other goods, including footwear, tuna, petroleum,
watches and watch parts, and certain leather goods), provided that the good undergoes some
production in one of the remaining beneficiary countries. This amendment ensures that the
remaining CBTPA beneficiary countries may continue to obtain preferential treatment for their
goods even if the goods contain inputs of an Agreement country or the goods undergo processing
in an Agreement country. Subparagraph (H) also provides that a good that meets the
requirements of the subparagraph will not be ineligible for preferential treatment under section
213(b)(2) or (3) because the good was imported directly from a former CBTPA beneficiary
country. However, in light of the fact that the Agreement countries will no longer be CBTPA
beneficiary countries, subparagraph (H) provides that a good that is a good of an Agreement
country under U.S. non-preferential rules of origin is not eligible for preferential treatment
pursuant to subparagraph (H). (This limitation does not apply. to goods of the Dominican
Republic that undergo production in Haiti, in order to maintain the status quo with respect to
integrated production operations between those two countries.) See 19 U.S.C. 1304; 19 U.S.C.
3592; 19 C.F.R. 102.21; 19 C.F.R. 134.




Section 201(b) of the bill authorizes the President, subject to the consultation and layover
provisions of section 104 of the bill, to:

o modify or continue any duty;

J modify the staging of any duty elimination under the Agreement pursuant
to an agreement under Annex 3.3 with one or more Agreement countries;

J keep in place duty-free or excise treatment; or
3 :impose any duty

by proclamation whenever the President determines it to be necessary or appropriate to maintain
the general level of reciprocal and mutually advantageous concessions with respect to other
Agreement countries provided by the Agreement.

Section 104 of the bill sets forth consultation and layover steps that must precede the
President’s implementation of any duty modification by proclamation. This would include, for
example, modifications of duties under section 201(b) of the bill. Under the consultation and
layover provisions, the President must obtain the advice of the appropriate private sector
advisory committees (pursuant to section 135 of the Trade Act of 1974) and the ITC on the’
proposed action. The President must submit a report to the Trade Committees setting forth the
action proposed, the reasons for the proposed action, and the advice of the private sector and the
ITC. The bill sets aside a 60-day period following the date of transmittal of the report for the
President to consult with the Trade Committees on the action. Following the expiration of the
60-day period, the President may proclaim the action,

The President may initiate the consultation and layover process under section 104 of the
bill on enactment of the bill. However, under section 103(a), any modifying proclamation
cannot take effect until the Agreement enters into force. In addition to modifications of customs
duties, these provisions apply to other Presidential proclamation authority provided in the bill
that is subject to consultation and layover, such as authority to implement a proposal to modify
the Agreement’s specific rules of origin pursuant to an agreement with the other Agreement
countries under Article 4.14 of the Agreement.

Section 201(c) of the bill provides for the conversion of existing specific or compound
rates of duty for various goods to ad valorem rates for purposes of implementing the
Agreement’s customs duty reductions. (A compound rate of duty for a good would be a rate of
duty stated, for example, as the sum of X dollars per kilogram plus Y percent of the value of the
good.)
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b. Agricultural Safeguard

Section 202 of the bill implements the agricultural safeguard provisions of Article 3.15
and Annex 3.15 of the Agreement. Article 3.15 permits the United States to impose an
“agricultural safeguard measure,” in the form of additional duties, on imports of certain goods of
Agreement countries specified in the Schedule of the United States to Annex 3.15 of the
Agreement that exceed the volume thresholds set.out in that annex.

Section 202(a) of the bill provides the overall contour of the agricultural safeguard rules,
including definitions of terms used in the agricultural safeguard provisions. Section 202(a)(2)
defines the applicable NTR (MFN) rate of duty for purposes of the agricultural safeguard. Under
the Agreement, the sum of the duties assessed under an agricultural safeguard and the applicable
rate of duty in the Schedule of the United States to Annex 3.3 of the Agreement may not exceed
the general NTR (MFN) rate of duty.

Section 202(a)(3) of the bill defines the “schedule rate of duty” for purposes of the
agricultural safeguard as the rate of duty for a good set out in the Schedule of the United States
to Annex 3.3 of the Agreement.

Section 202(a)(4) of the bill specifies the products that may be subject to an agricultural
safeguard measure. These goods must qualify as originating goods under section 203, except
that operations performed in or material obtained from the United States will be considered as if
the operations were performed in, and the material was obtained from, a country that is not a
party to the Agreement.

Section 202(a)(5) of the bill implements Article 3.15.4 of the Agreement by establishing
that no additional duty may be applied on a good if, at the time of entry, the good is subject to a
safeguard measure under the procedures set out in Subtitle A of Title III of the bill or under the
safeguard procedures set.out in chapter 1 of Title II of the Trade Act of 1974.

Section 202(a)(6) of the bill provides that the agricultural safeguard provision ceases to
apply with respect to a good on the date on which duty-free treatment must be provided to that
good under the Schedule of the United States to Annex 3.3 of the Agreement.

Section 202(a)(7) of the bill implements Article 3.15.6 of the Agreement by directing the
Secretary of the Treasury (the “Secretary”) within 60 days of the date on which the Secretary
first assesses an agricultural safeguard duty on a good to notify the country whose good is
subject to the measure and provide that country with supporting data.

Section 202(b) of the bill provides for the Secretary to impose agricultural safeguard
duties and explains how the additional duties are to be calculated. The additional duties are
triggered in any year when the volume of imports of the good from an Agreement country
exceeds 130 percent of the in-quota quantity allocated to that country for the good in that
calendar year in the Schedule of the United States to Annex 3.3 of the Agreement. (The in-quota
quantities for goods are set out in the Schedule of the United States to Annex 3.3 of the
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Agreement on a calendar-year basis beginning with “year one.” Year one refers to the calendar
year in which the Agreement enters into force, even with respect to any country that has signed
the Agreement that becomes a Party in a subsequent calendar year.) The additional duties
remain in effect only until the end of the calendar year in which they are imposed.

c. Customs User Fees

Section 204 of the bill implements U.S. commitments under Article 3.10.4 of the
Agreement, regarding customs user fees on originating goods, by amending section 13031(b) of
the Consolidated Omnibus Budget Reconciliation Act of 1985 (19 U.S.C. 58¢(b)). The
amendment provides for the immediate elimination of the merchandise processing fee for goods -
qualifying as originating goods under Chapter Four of the Agreement. Processing of goods
qualifying as originating goods under the Agreement will be financed by money from the
General Fund of the Treasury. This is necessary to ensure that the United States complies with
obligations under the General Agreement on Tariffs and Trade 1994 by limiting fees charged for
the processing of non-originating imports to amounts commensurate with the processing services
provided. That is, fees charged on such non-originating imports will not be used to finance the
processing of originating imports.

d. Refund of Duties on Textile or Apparel Goods

Article 3.20.1 of the Agreement establishes rules requiring each government to refund
customs duties paid on textile or apparel goods imported prior to the entry into force of the
Agreement. Specifically, Article 3.20.1 requires each government to refund customs duties paid
on textile or apparel goods of an Agreement country that were imported between January 1, 2004
and the date of entry into force of the Agreement for that country, provided that the goods would
have been considered originating goods if the Agreement had been in force when the goods were
imported. The refund applies to the extent that the duties paid on the good exceed the applicable
duty set out in that country’s Schedule to Annex 3.3 of the Agreement. Article 3.20.4 clarifies
that the obligation to refund customs duties does not apply with respect to goods that qualify for
preferential tariff treatment under Article 3.21, Article 3.27, or Article 3.28 of the Agreement.

Some Agreement countries may not have legal authority to refund duties retroactively.
Hence, this obligation does not apply to any Agreement country, or to goods of any Agreement
country, that notifies the other governments 90 days before the Agreement enters into force for
that country that it will not refund duties under Article 3.20.1. However, Article 3.20.3
establishes an exception if the country agrees to provide benefits to imported textile or apparel
goods that the exporting country agrees are equivalent to a refund of excess customs duties.

Section 205 of the bill implements Article 3.20 for the United States. Section 205(a)
provides that, notwithstanding section 514 of the Tariff Act of 1930, the Secretary must liquidate
or reliquidate entries of textile or apparel goods of an eligible Agreement country made between
January 1, 2004, and the date the Agreement enters into force with respect to that country,
provided that the goods would have been considered originating goods if the Agreement had
been in force at that time. Such liquidations or reliquidations must be at the applicable rate of
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duty under the Schedule of the United States to Annex 3.3 of the Agreement, and the Secretary
will refund any excess customs duties paid on such entries. Section 205(b) provides that the
United States Trade Representative will determine, in accordance with Article 3.20, which
Agreement countries’ goods are eligible for retroactive tariff treatment and will publish a list of

“such countries in the Federal Register. Section 205(c) provides that requests for liquidation or
reliquidation under subsection (a) must be filed with the Bureau of Customs and Border
Protection (“CBP”) and must provide information sufficient for CBP to locate or reconstruct the
entry and determine whether the goods in question are eligible for a duty refund.

e. Textile or Apparel Safeguard

Article 3.23 of the Agreement makes remedies available to domestic textile and apparel
industries that have sustained or are threatened by serious damage from imports of textile or
apparel goods for which duties have been reduced or eliminated under the Agreement. It also
sets forth procedures for obtaining such remedies. The Administration does not anticipate that
the Agreement will result in injurious increases in textile or apparel imports from the other
Agreement countries. Nevertheless, the Agreement’s textile or apparel safeguard procedure will
ensure that relief is available if needed.

The safeguard mechanism applies when, as a result of the reduction or elimination of a
customs duty under the Agreement, textile or apparel goods of an Agreement country are being
imported into the United States in such increaséd quantities, in absolute or relative terms, and
under such conditions as to cause serious damage or actual threat thereof to a U.S. industry
producing like or directly competitive goods. In these circumstances, Article 3.23 permits the
United States to increase duties on the imported goods to a level that does not exceed the lesser
of the prevailing U.S. NTR (MFN) duty rate for the good or the U.S. NTR (MFN) duty rate in
effect at the time the Agreement entered into force.

Subtitle B of Title III of the bill (sections 321 through 328) implements the Agreement’s
textile or apparel safeguard.

Section 321(a) establishes that an interested party may file a request for a textile or
apparel safeguard measure with the President, who must review the request to determine whether
to commence consideration of the request on its merits. Under section 321(b), if the President
determines that the request contains information necessary to warrant consideration on the
merits, the President must provide notice in the Federal Register stating that the request will be
considered and seeking public comments on the request. The notice will contain a summary of
the request itself and the dates by which comments and rebuttals must be received. Subject to
protection of confidential business information, if any, the full text of the request will be made
available on the Department of Commerce, International Trade Administration’s website.

Section 322 sets out the procedures to be followed in considering the request. Section
322(a)(1) of the bill provides for the President to determine whether, as a result of the reduction
or elimination of a duty provided for under the Agreement, a “CAFTA-DR textile or apparel
article” of an Agreement country is being imported into the United States in such increased
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quantities, in absolute terms or relative to the domestic market for that article, and under such
conditions that imports of the article cause serious damage, or actual threat thereof, to a domestic
industry producing an article that is like, or directly competitive with, the imported article.
Section 301(2) of the bill defines “CAFTA-DR textile or apparel article” to mean an article listed
in the Annex to the World Trade Organization (“WTO”) Agreement on Textiles and Clothing
(other than a good listed in Annex 3.29 of the Agreement) that qualifies as an originating good
under section 203(b) of the bill. The President’s determination corresponds to the determination
required under Article 3.23.1 of the Agreement. Section 322(a)(2) of the bill includes criteria for
determining serious damage or actual threat thereof, consistent with Article 3.23.2 of the
Agreement. Section 322(a)(3) provides that the President must make his determination no later
than 30 days after the conclusion of any consultations with the country that may be subject to the
measure. :

_ Section 322(b) of the bill identifies the relief that the President may provide to a U.S.
industry that the President determines is facing serious damage or actual threat thereof. Such
relief may consist of an increase in tariffs to the lesser of: (i) the NTR (MFN) duty rate in place
for the textile or apparel article at the time the relief is granted; or (ii) the NTR (MFN) duty rate
for that article on the day before the Agreement entered into force.

Section 323 of the bill provides that the maximum period of relief under the textile or
apparel safeguard shall be three years. However, if the initial period of import relief is less than
three years, the President may extend the relief'(to a maximum of three years) if the President
determines that continuation is necessary to remedy or prevent serious damage and to facilitate
adjustment, and that the domestic industry is, in fact, adjusting to import competition.

Section 324 of the bill provides that relief may not be granted to an article under the
textile or apparel safeguard if: (i) relief previously has been granted to that article under the
textile or apparel safeguard; or (ii) the article is subject, or becomes subject, to a safeguard
measure under (a) Chapter Eight of the Agreement (corresponding to Subtitle A of Title III of the
bill), or (b) chapter I of Title II of the Trade Act of 1974.

Section 325 of the bill provides that on the date import relief terminates, imports of the
textile or apparel article that was subject to the safeguard action will be subject to the rate of duty
that would have been in effect on that date in the absence of the relief.

Section 326 of the bill provides that authority to provide relief under the textile or apparel
safeguard will expire five years after the date on which the Agreement enters into force.

Under Article 3.23.6 of the Agreement, if the United States provides relief to a domestic
industry under the textile or apparel safeguard, it must provide the country whose good is subject
to the measure “mutually agreed trade liberalizing compensation in the form of concessions
having substantially equivalent trade effects or equivalent to the value of the additional duties
expected to result from the [safeguard].” If the United States and the pertinent country are
unable to agree on trade liberalizing compensation, that country may increase tariffs equivalently -
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on U.S. goods. The obligation to provide compensation (and the right to increase tariffs absent
agreement on compensation) terminates when the safeguard relief ends.

Section 123 of the Trade Act of 1974 (19 U.S.C. 2133), as amended, authorizes the
President to provide trade compensation for global safeguard measures taken pursuant to chapter
1 of title II of the Trade Act of 1974. Section 327 of the implementing bill extends that authority
to measures taken pursuant to the Agreement’s textile or apparel safeguard provisions.

Finally, section 328 of the bill provides that confidential business information submitted
in the course of consideration of a request for a textile or apparel safeguard may not be released
absent the consent of the party providing the information. It also provides that a party submitting
confidential business information in a textile or apparel safeguard proceeding must submit a non-
confidential version of the information or a summary of the information.

f. Enforcement of Textile and Apparel Rules of Origin

In addition to lowering barriers to trade in textile and apparel goods, the Agreement
includes anti-circumvention provisions designed to ensure the accuracy of claims of origin and to
prevent circumvention of laws, regulations, and procedures affecting such trade. Article 3.24 of
the Agreement provides for verifications to determine the accuracy of claims of origin for textile
or apparel goods, and to determine that exporters and producers are complying with applicable
laws, regulations, and procedures regarding trade in textile or apparel goods.

Under Articles 3.24.2 and 3.24.3 of the Agreement, at the request of the United States,
the government of an Agreement country must conduct a verification. The object of a
verification under Article 3.24.2(a)(i) is to determine whether a claim of origin for a textile or
apparel good is accurate. The object of a verification under Article 3.24.2(a)(ii) is to determine
whether an exporter or producer is complying with applicable customs laws, regulations, and
procedures regarding trade in textile or apparel goods, including those implementing
international agreements. The United States may assist in the verification or, at the request of the
other government, conduct the verification itself. A verification may entail visits by officials of
the other government and the United States to the premises of a textile or apparel exporter or
producer in that country.

Pursuant to Article 3.24.6 of the Agreement, the United States may take appropriate
action during and after a verification, including, depending on the nature of the verification, by
suspending or denying preferential tariff treatment for textile or apparel goods exported or
produced by the person subject to the verification, detaining the goods, or denying them entry
into the United States.

Section 209 of the bill implements Article 3.24 of the Agreement. Under section 209(a),
the President may direct the Secretary to take “appropriate action” while a verification that the
Secretary has requested is being conducted. Section 209(b) provides that, depending on the
nature of the verification, the action may include: (i) suspending preferential tariff treatment for
textile or apparel goods that the person subject to the verification has produced or exported if the
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Secretary believes there is insufficient information to sustain a claim for such treatment; (ii)
denying preferential tariff treatment to such goods if the Secretary decides that a person has
provided incorrect information to support a claim for such treatment; (iii) detaining such goods if -
the Secretary considers there is not enough information to determine their country of origin; and
(iv) denying entry to such goods if the Secretary determines that a person has provided erroneous
information on their origin.

Under section 209(c), the President may also direct the Secretary to take “appropriate
action” after a verification has been completed. Under section 209(d), depending on the nature
of the verification, the action may include: (i) denying preferential tariff treatment under the
Agreement to textile or apparel goods that the person subject to the verification has exported or
produced if the Secretary considers there is insufficient information to support a claim for such
treatment or determines that a person has provided incorrect information to support a claim for
such treatment; and (ii) denying entry to such goods if the Secretary decides that a person has
provided erroneous information regarding their origin or that there is insufficient information to
determine their origin. Unless the President sets an earlier date, any such action may remain in
place until the Secretary obtains enough information to decide whether the exporter or producer
that was subject to the verification is complying with applicable customs rules or whether a
claim that the goods qualify for preferential tariff treatment or originate in an Agreement country
is accurate. ~

Under section 209(e), the Secretary may publish the name of person that the Secretary
has determined: (i) is engaged in intentional circumvention of applicable laws, regulations, or
procedures affecting trade in textile or apparel goods; or (ii) has failed to demonstrate that it
produces, or is capable of producing, textile or apparel goods.

g Fabrics, Yarns, or Fibers Not Available in Commercial Quantities

Under the specific rules of origin for textile and apparel goods set out in Annex 4.1 of the
Agreement, fabrics, yamns, or fibers that are not available in commercial quantities in a timely
manner in the United States, Central America, and the Dominican Republic are treated as if they
originate in an Agreement country, regardless of their actual origin, when used as inputs in the
production of textile or apparel goods. Annex 3.25 lists certain fabrics, yarns, and fibers that the
CAFTA-DR governments have collectively agreed are unavailable in the region.

In addition, Article 3.25.4 of the Agreement provides that the United States will add
fabrics, yarns, or fibers to the list in certain circumstances. Firtst, Article 3.25.4(e) of the
Agreement provides that the United States will add any fabrics or yarns that it has determined
under its regional trade preference programs prior to the Agreement’s entry into force are
unavailable in the United States in commercial quantities in a timely manner. These regional
trade preference program provisions are set out in: section 112(b)(5)(B) of the African Growth
and Opportunity Act (19 U.S.C. § 3721(b)), section 204(b)(3)(B)(ii) of the Andean Trade
Preference Act (19 U.S.C. § 3203(b)(3)(B)(ii)), and section 213(b)(2)(A)(v)(II) of the Caribbean
Basin Economic Recovery Act (19 U.S.C. § 2703(b)(2)(A)(v)(1L)).




Second, if the United States determines, at the request of an “interested entity” (a
potential or actual purchaser or seller, or another CAFTA-DR government), that a fabric, yarn, or
fiber is unavailable in commercial quantities in a timely manner in the CAFTA-DR region (i.e.,
in the territories of the Parties to the Agreement, collectively), or if it determines that no
intérested entity objects to the request, the United States will add the material to the list —ina
restricted or unrestricted quantity. In addition, within six months of adding a material to the list
in Annex 3.25, the United States may remove any restriction it has imposed on the product.

Article 3.25.5 authorizes the United States, in response to a request from an interested
entity, either to remove a material from the list or impose a restriction on any material it has
added to the list in an unrestricted quantity. The United States may take this action beginning six
months afier it determines, in response to a request, that the material has become commercially
available in the CAFTA-DR region.

Section 203(0)(2) of the bill provides authority for the President to carry out the provision
in Article 3.25.4(e) of the Agreement pursuant to which the United States will add materials to
the list that it has determined are unavailable in commercial quantities in a timely manner in the
United States under its regional trade preference programs (the African Growth and Opportunity
Act, the Andean Trade Preference Act, and the Caribbean Basin Economic Recovery Act) before
the Agreement enters into force. '

Section 203(0)(4) of the bill implements those provisions of Article 3.25 that provide for
the United States to modify the list of materials in Annex 3.25 after the Agreement enters into
force.

Sbeciﬁcally, subparagraph (C) provides that an interested entity may request the
President to determine that a fabric, yarn, or fiber is not available in commercial quantities in the
CAFTA-DR region and to proclaim that the material is included in the list in Annex 3.25.

Subparagraph (C)(ii) authorizes the President to determine whether the material is
commercially available in a timely manner in the CAFTA-DR region. Subparagraph (C)(iii)
provides that if the President determines that the material is not commercially available in a
timely manner in the region, or if no interested entity has objected, he may issue a proclamation
adding the fabric, yarn, or fiber to the Annex 3.25 list in a restricted or unrestricted quantity. The
President normally must issue the proclamation within 30 business days of receiving a request.
However, subparagraph (C)(iv) provides that the President may take up to 44 business days if the
President decides he lacks sufficient information to make the determination within 30 business
days. Subparagraph (C)(v) provides for proclamations to take effect when published in the
Federal Register.

Subparagraph (C)(vi) provides that within six months after adding a fabric, yarn, or fiber
to the list in Annex 3.25 in a restricted quantity, the President may eliminate the restriction if he
determines that the fabric, yam, or fiber is not available in commercial quantities in a timely
manner in the CAFTA-DR region.




Subparagraph (D) implements Article 3.25.4(c) of the Agreement. It provides that in the
unlikely event that the President takes no action in response to a request to add a material to the
list, the material is automatically added in an unrestricted quantity beginning 45 business days
after the request was submitted, or 60 days after the request was submitted if the President has
determined under subparagraph (C)(iv) that he lacks sufficient information to make the
determination within 30 business days.

Under subparagraph (E)(i), an interested entity may request the President to limit the
amount of any fabric, yarn, or fiber that the United States has included on the list in Annex 3.25
in an unrestricted quantity, or to remove such a material from the list entirely. Under
subparagraph (E)(ii), an interested entity may ‘submit such a request beginning six months after
the product was placed on the list in an unrestricted amount. Subparagraph (E)(iii) provides for
the President to issue a proclamation carrying out a request if he determines within 30 business
days after the request is submitted that the material is available in commercial quantities in a
timely manner in the CAFTA-DR region. Subparagraph (E)(iv) provides that this type of
proclamation may take effect no earlier than six months after it is published in the Federal
Register.

Subparagraph (F) calls for the President to establish procedures for interested entities to
submit requests for changes in the Annex 3.25 list and to submit comments and supporting
evidence before the President determines whether to change the list.

2. Administrative Action

a, Temporary Admission of Goods and Goods Entered After Repair or
Alteration

As discussed above, section 201(a)(1) of the bill authorizes the President to proclaim
duty-free treatment for certain goods to carry out Article 3.5 (temporary admission of certain
goods) and Article 3.6 (repair or alteration of certain goods) of the Agreement. The Secretary
will issue regulations to carry out this portion of the proclamation.

b. Handloomed, Handmade, or Folklore Articles

The President will authorize the Committee for the Implementation of Textile
Agreements (“CITA™), to consult with Agreement countries to determine which, if any, textile or
apparel goods from Agreement countries will be treated as handloomed, handmade, or folklore
articles. CITA is an interagency entity created by Executive Order 11651 that carries out U.S.
textile trade policies, as directed by the President. The President will delegate to CITA his
authority under the bill to provide duty-free treatment for these articles.

c. Agricultural Safeguard

The Secretary will issue regulations implementing the agricultural safeguard provisions
of section 202. It is the Administration’s intent that agricultural safeguard measures will be
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applied whenever the volume thresholds specified in the Agreement have been met. As
discussed below, the Administration expects that in determining the country of origin of goods
for purposes of applying agricultural safeguard measures under the bill, CBP will apply the rules
of origin that the United States applies in the normal course of trade. (See item 2 of Chapter
Four, below.)

d. Textile or Apparel Safeguard

CITA will perform the function of receiving requests for textile or apparel safeguard
measures under.section 321 of the bill, making determinations of serious damage or actual threat
thereof under section 322(a), and providing relief under section 322(b). CITA will issue
procedures for requesting such safeguard measures, for making its determinations under section
322(a), and for providing relief under section 322(b). CITA will perform these functions
pursuant to a delegation of the President’s authority under the bill. ‘

e. Enforcement of Textile and Apparel Rules of Origin

Section 209 of the bill provides that the Secretary may request Agreement countries to
initiate verifications in order to determine whether claims of origin for textile or apparel goods
are accurate or whether exporters and producers are complying with applicable laws, regulations,
and procedures regarding trade in textile or apparel goods. The President will delegate to CITA
his authority under the bill to direct appropriate U.S. officials to take an action described in
section 209(b) of the bill while such a verification is being conducted. The President will also
authorize CITA to direct pertinent U.S. officials to take an action described in section 209(d)
after a verification is completed. If CITA decides that is appropriate to deny preferential tariff
treatment or deny entry to particular goods, CITA will issue an appropriate directive to CBP.

Section 209 of the bill provides the exclusive basis in U.S. law for CITA to direct
appropriate action implementing Article 3.24 of the Agreement.

f, Fabrics, Yarns, or Fibers Not Available in Commercial Quantities

The President will delegate to CITA his authority under section 203(0)(4) of the bill,
which establishes procedures for changing the list of fabrics, yarns, or fibers not available in
commercial quantities in a timely manner in Agreement countries set out in Annex 3.25 of the
Agreement.

CITA will publish procedures under which interested entities may request that CITA: (i)
add a fabric, yarn, or fiber to the list in Annex 3.25; (ii) eliminate a restriction on a fabric, yarn,
or fiber within six months after the item was added to the list in a restricted quantity; (iii) remove
a fabric, yarn, or fiber from the list; or (iv) restrict the quantity of a fabric, yam, or fiber that was
added to the list in an unrestricted quantity or with respect to which CITA previously eliminated
a restriction. These procedures will set out the information required to be submitted with a
request. CITA will publish notice of requests that meet these requirements. CITA will provide
an opportunity for interested entities to submit comments and evidence regarding a request, and
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to rebut evidence that other interested entities have submitted, before CITA makes a
determination.

CITA will make determinations under section 203(0)(4) on a case-by-case basis taking
into account factors relevant to the request. Such factors ordinarily would include the physical
and technical specifications of the fabric, yarn, or fiber that is the subject of the request, as well
as evidence demonstrating the extent to which regional manufacturers are able to supply the item
in commercial quantities in a timely manner. CITA will provide public notice of its-
determinations.

Chapter Four (Rules of Origin)

1. Implementing Bill

a, General

Section 203 of the implementing bill codifies the general rules of origin set forth in
Chapter Four of the Agreement. These rules apply only for the purposes of this bill and for the
purposes of implementing the customs duty treatment provided under the Agreement. An
originating good for the purposes of this bill would not necessarily be a good of or import from
an Agreement country for the purposes of other U.S. laws or regulations.

Under the general rules, there are three basic ways for a good of an Agreement country to
qualify as an “originating” good, and therefore be eligible for preferential treatment when it is
imported into the United States. First, a good is originating if it is “wholly obtained or produced
entirely in the territory of one or more of the CAFTA-DR countries.” The term “goods wholly
obtained or produced entirely in the territory of one or more of the CAFTA-DR countries™ is
defined in section 203(n)(6) of the bill and includes, for example, minerals extracted in one or
more of the CAFTA-DR countries, animals born and raised in one or more of the CAFTA-DR
countries, and waste and scrap derived from production of goods that takes place in the territory
of one or more of the CAFTA-DR countries. For purposes of section 203, the United States is
defined (in section 203(n)(2) of the bill) as a “CAFTA-DR country.”

The term “goods wholly obtained or produced entirely in the territory of one or more of
the CAFTA-DR countries” includes “recovered goods.” These are parts resulting from the
disassembly of used goods that are brought into good working condition in order to be combined
with other recovered goods and other materials to form a “remanufactured good.” The term
“remanufactured good” is separately defined in section 203(n)(21) to mean an industrial good
assembled in the territory of one or more of the CAFTA-DR countries and falling within Chapter
84, 85, or 87 of the HTS or heading 9026, 9031, or 9032 (with the exception of goods under
heading 8418 or 8516) that: (i) is entirely or partially comprised of recovered goods; and (ii) has
a similar life expectancy and enjoys a factory warranty similar to such a new good.

Second, the general rules of origin provide that a good is “originating” if the good is
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produced in one or more of the CAFTA-DR countries, and the materials used to produce the
good that are not themselves originating goods are transformed in such a way as to cause their
tariff classification to change and to meet other requirements, as specified in Annex 4.1 of the
Agreement. Such additional requirements include, for example, performing certain processes or
operations related to textile or apparel goods in one or more of the CAFTA-DR countries or
meeting regional value content requirements, sometimes in conjunction with changes in tariff
classification.

Third, the general rules of origin provide that a good is “originating” if the good is
produced entirely in the territory of one or more of the CAFTA-DR countries exclusively from
materials that themselves qualify as originating goods. '

The remainder of section 203 of the implementing bill sets forth specific rules related to
determining whether a good meets the Agreement’s specific requirements to qualify as an
originating good. For example, section 203(c) implements provisions in Annex 4.1 of the
Agreement that require certain goods to have at least a specified percentage of “regional value
content” to qualify as originating goods. It prescribes alternative methods for calculating
regional value content, as well as a specific method that may be used in the case of certain
automotive goods. Section 203(f) provides that a good is not disqualified as an originating good
if it contains de minimis quantities of non-originating materials that do not undergo a change in
tariff classification. Other provisions in section 203 address how materials are to be valued, how
to determine whether fungible goods and materials qualify as originating or non-originating, as
well as a variety of other matters.

b. Proclamation Authority

Section 203(o0)(1) of the bill authorizes the President to proclaim the specific rules of
origin in Annex 4.1 of the Agreement, as well as any additional subordinate rules necessary to
carry out the customs duty provisions of the bill consistent with the Agreement. In addition,
section 203(0)(3) gives authority to the President to modify certain of the Agreement’s specific
origin rules by proclamation, subject to the consultation and layover provisions of section 104 of
the bill. (See item 1.a of Chapter Three, above.) ' '

Various provisions of the Agreement expressly contemplate that the CAFTA-DR
governments may agree to modify the Agreement’s rules of origin. Article 4.14 calls for the
CAFTA-DR governments to consult regularly after the Agreement’s entry into force to discuss
proposed modifications to Annex 4.1. Article 19.1.3(b)(ii) of the Agreement authorizes the Free
Trade Commission to approve proposed modifications to any of the Agreement’s origin rules.
Such modifications are to be implemented in accordance with each country’s applicable legal
procedures. In addition, Article 3.25.1 of the Agreement calls for the Parties to consult at the
request of any Party to consider whether rules of origin for particular textile or apparel goods
should be modified.

Section 203(0)(3) of the bill expressly limits the President’s authority to modify by
proclamation specific rules of origin pertaining to textile or apparel goods (listed in Chapters 50
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through 63 of the HTS and identified in Annex 4.1 of the Agreement). Those rules of origin may
be modified by proclamation within one year of enactment of the implementing bill, to correct
typographical, clerical, or other non-substantive technical errors.

c. Disclosure of Incorrect Information and Denial of Preferential Treatment

Article 4.15.3 of the Agreement provides that a Party may not impose a penalty on an
importer who makes an invalid claim for preferential tariff treatment under the Agreement if the
importer did not engage in negligence, gross negligence, or fraud in making the claim and, after
discovering that the claim is invalid, promptly and voluntarily corrects the claim and pays any
customs duty owing. Article 4.20.5 of the Agreement provides if an importing country
determines through verification that an importer, exporter, or producer has provided false or
unsupported certifications or other representations that a good qualifies as originating, it may
suspend preferential tariff treatment under the Agreement for identical goods covered by any
subsequent certifications or other representations that that person may make. The suspension
may continue until the importing country determines that the importer, exporter, or producer is in
compliance with applicable laws and regulations governing claims for preferential tariff
treatment under the Agreement.

Section 206(a) of the bill implements Article 4.15.3 for the United States by amending
section 592(c) of the Tariff Act of 1930 (19 U.S.C. 1592(c)). Section 206(b) of the bill
implements Article 4.20.5 for the United States:by amending section 514 of the Tariff Act of
1930 (19 U.S.C. 1514).

d. Claims for Preferential Tariff Treatment

Article 4.15.5 of the Agreement provides that an importer may claim preferential tariff
treatment for an originating good within one year of importation, even if no such claim was
made at the time of importation. In seeking a refund for excess duties paid, the 1mporter must
provide to the customs authorities information substantiating that the good was in fact an
originating good at the time of importation. '

Section 207 of the bill implements U.S. obligations under Article 4.15.5 of the
Agreement by amending section 520(d) of the Tariff Act of 1930 (19 U.S.C. 1520(d)) to allow
an importer to claim preferential tariff treatment for originating goods within one year of their
importation.

e. Exporter and Producer Certifications

Article 4.16 of the Agreement provides that an importer may base a claim for preferential
tariff treatment on either (i) a written or electronic certification by the importer, exporter, or
producer, or (ii) the importer’s knowledge that the good is an originating good, including through
reasonable reliance on information in the importer’s possession that the good is an originating
good. (The Agreement allows certain exceptions, for example, for goods with a customs value
less than or equal to $1,500.) If an exporter issues a certification, it must either be based on the
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person’s knowledge that the good is originating or supported by a separate certification issued by
the producer.

Article 4.18 of the Agreement sets out rules governing incorrect certifications of origin
issued by exporters or producers. Where an exporter or producer becomes aware that a
certification of origin contains or is based on incorrect information, it must promptly and
voluntarily notify in writing every person to whom the exporter or producer issued the
certification of any change that could affect the accuracy or validity of the certification. If it
does so, no Agreement country may impose a penalty.

Section 206(a) of the bill implements U.S. obligations under Article 4.18 by amending

- section 592 of the Tariff Act of 1930 (19 U.S.C. 1592). New subsection (h) of section 592, as
added by section 206(a) imposes penalties on exporters and producers that issue false CAFTA-
DR certifications of origin through fraud, gross negligence, or negligence. These penalties do
not apply where an exporter or producer corrects an error in the manner described above.

f. Recordkeeping Requirements

Article 4.19 of the Agreement sets forth record keeping requirements that each
government must apply to its importers. U.S. obligations under Article 4.19 regarding importers
are satisfied by current law, including the record keeping provisions in section 508 of the Tariff
Act of 1930 (19 U.S.C. 1508). :

Article 4.19 also sets forth record keepmg requxrements that each government must apply
to exporters and producers issuing certifications of origin for goods exported under the
Agreement., Section 208 of the bill implements Article 4.19 for the United States by amending
the customs record keeping statute (section 508 of the Tariff Act of 1930).

As added by section 208 of the bill, subsection (g) of section 508 of the Tariff Act of
1930 defines the terms “CAFTA-DR certification of origin” and “records and supporting
documents.” It then provides that a U.S. exporter or producer that issues a CAFTA-DR
certification of origin must make, keep, and, if requested pursuant to rules and regulations
promulgated by the Secretary, render for examination and inspection a copy of the certification
and such records and supporting documents. The exporter or producer must keep these records
and supporting documents for five years from the date it issues the certification. New subsection
(h) of section 508 of the Tariff Act of 1930 sets forth penalties for violations of this record
keeping requirement.

2. Administrative Action

The rules of origin in Chapter Four of the Agreement are intended to direct the benefits of
customs duty elimination under the Agreement principally to firms producing or manufacturing
goods in CAFTA-DR countries. For this reason, the rules ensure that, in general, a good is
eligible for benefits under the Agreement only if it is: (i) wholly produced or obtained in one
or more of the CAFTA-DR countries; or (ii) undergoes substantial processing in one or more of
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the CAFTA-DR countries.

The Agreement’s rules of origin do not establish (or require identification of) the specific
country of origin of originating goods or goods that otherwise qualify for preferential treatment.
However, various provisions of the Agreement may require U.S. authorities to determine the
specific country of origin of such goods. These provisions include, for example, those relating
to: (i) the application of TRQs on agricultural goods; (ii) the application of agricultural
safeguard measures; (iii) the retroactive refund of customs duties on textile or apparel goods
pursuant to Article 3.20 of the Agreement; and (iv) the application of textile or apparel safeguard
measures. The Administration intends that, where necessary, U.S. authorities will rely on the
rules of origin that the United States applies in the normal course of trade to determine the
country of origin identity of originating goods." See 19 U.S.C. 1304; 19 U.S.C. 3592; 19 C.F.R.
102.21; 19 C.F.R. 134.

a. Claims for Preferential Treatment

Section 210 of the bill authorizes the Secretary to prescribe regulations necessary to carry
out the tariff-related provisions of the bill, including the rules of origin and customs user fee
provisions. The Secretary will use this authority in part to promulgate any regulations necessary
to implement the Agreement’s provisions governing claims for preferential treatment. Under

Article 4.16 of the Agreement, an importer may claim preferential treatment for a good based on

either (i) a written or electronic certification by'the importer, exporter, or producer, or (ii) the
importer’s knowledge, including through reasonable reliance on information in the importer’s
possession, that the good is originating. A certification need not be in a prescribed format, but
must include the elements set out in Article 4.16.2 of the Agreement. Under Article 4.15 of the
Agreement, an importing Party must grant a claim for preferential tariff treatment unless its
customs officials issue a written determination that the claim is invalid as a matter of law or fact.

b. Verification

Under Article 4.20 of the Agreement, customs offictals may use a variety of methods to
verify claims that goods imported from other Agreement countries satisfy the Agreement’s rules
of origin. Article 3.24 sets out special procedures for verifying claims that textile or apparel
goods imported from Agreement countries meet the Agreement’s origin rules. (See item 1.f of
Chapter Three, above.) U.S. officials will carry out verifications under Articles 4.20 and 3.24 of
the Agreement pursuant to authorities under current law. For example, section 509 of the Tariff
Act of 1930 (19 U.S.C. 1509) provides authority to examine records and issue summonses to
determine liability for duty and ensure compliance with U.S. customs laws.

Chapter Five (Customs Administration and Trade Facilitation)

1. Implementing Bill

No statutory changes will be required to implement Chapter Five.
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2. Administrative Action

a. Inquiry Point

Article 5.1.2 of the Agreement requires each government to designate an inquiry point for

inquiries from interested persons on customs matters. CBP will serve as the U.S. inquiry point
for this purpose. Consistent with Article 5.1.2, CBP will post information on the Internet at
“www.cbp.gov” on how interested persons can make customs-related inquiries.

b. Advance Rulings

Treasury reguiations for advance rulings under Article 5.10 of the Agreement (including
on classification, valuation, origin, and qualification as an originating good) will parallel in most
respects existing regulations in Part 177 of the Customs Regulations for obtaining advance
rulings. For example, a ruling may be relied on provided that the facts and circumstances
represented in the ruling are complete and do not change. The regulations will make provision
for modifications and revocations as well as for delaying the effective date of a modification
where the firm in question has relied on an existing ruling. Advance rulings under the
Agreement will be issued within 150 days of receipt of all information reasonably required to
process the application for the ruling.

Chapter Six (Sanitary and Phytosanitary Measures)

No statutory or administrative changes will be required to implement Chapter Six.

Chapter Seven (Technical Barriers to Trade)

1. Implementing Bill

No statutory changes will be required to implement Chapter Seven.

2. Administrative Action

Article 7.8 of the Agreement establishes an inter-governmental Committee on Technical
Barriers to Trade (“TBT”). A USTR official responsible for TBT matters or trade relations with
the Agreement countries will serve as the U.S. coordinator for the committee.




Chapter Eight (Trade Remedies

1. Implementing Bill

Subtitle A of Title 111 of the bill implements in U.S. law the safeguard provisions set out
in Chapter Eight of the Agreement. Subtitle C of Title III of the bill implements the global
safeguard provisions set out in Chapter Eight of the Agreement. (As discussed under Chapter
Three, above, Subtitle B of Title III of the bill implements the textile or apparel safeguard
provisions of the Agreement.)

a. Safeguard Measures

Subtitle A of Title III of the bill, Sections 311 through 316, authorizes the President, after
an investigation and affirmative determination by the ITC (or a determination that the President
may consider to be an affirmative determination), to suspend duty reductions or impose duties
temporarily up to NTR (MFN) rates on a “CAFTA-DR article” when, as a result of the reduction
or elimination of a duty under the Agreement, the article is being imported into the United States
in such increased quantities and under such conditions as to be a substantial cause of serious
injury or threat of serious injury to a domestic industry that produces a like or directly
competitive good. The standards and procedures set out in these provisions closely parallel the
procedures set forth in sections 201 through 204 of the Trade Act of 1974 (19 U.S.C. 2251 -
2254).

Section 301(1) defines the term “CAFTA-DR article” to mean a good that qualifies as an
originating good under section 203(b) of the bill, and section 301(4) defines the term “relevant
CAFTA-DR article” to mean the CAFTA-DR article with respect to which a petition has been
filed under section 311(a). -

Section 301(3) defines the term “de minimis supplying country” as an Agreement country
whose share of imports of a CAFTA-DR article into the United States does not exceed three
percent of the aggregate volume of imports of the CAFTA-DR article in the most recent 12-
month period for which data are available. However, the definition makes an exception in cases
where the aggregate import share of all such Agreement countries exceeds nine percent of U.S.
imports of the CAFTA-DR article during the applicable 12-month period. Unlike agricultural
and textile or apparel safeguard measures, which will apply on a country-specific basis, general
safeguard measures under Chapter Eight of the Agreement will apply with respect to all imports
of an originating CAFTA-DR article, other than imports from de minimis supplying countries.

Section 311 of the bill provides for the filing of petitions with the ITC and for the ITC to
conduct safeguard investigations initiated under Subtitle A. Section 311(a) provides that a
petition requesting a safeguard action may be filed with the ITC by an entity that is
“representative of an industry.” As under section 202(a)(1) of the Trade Act of 1974, the term
“entity” is defined to include a trade association, firm, certified or recognized union, or a group
of workers.




Section 311(b) sets out the standard to be used by the ITC in undertaking an investigation
and making a determination in Subtitle A safeguard proceedings.

Section 311(c) makes applicable by reference several provisions of the Trade Act of
1974. These are the definition of “substantial cause” in section 202(b)(1)(B), the factors listed in
section 202(c) applied in making determinations, the hearing requirement of section 202(b)(3),
and the provisions of section 202(i) permitting confidential business information to be made
available under protective order to authorized representatives of parties to a safeguard
investigation.

Section 311(d) exempts from investigation under this section CAFTA-DR articles that
have previously been the basis for according relief under Subtitle A to a domestic industry. -

Section 312(a) establishes deadlines for ITC determinations following an investigation
under section 311(b). The ITC must make its injury determination within 120 days of the date
on which it initiates an investigation. If the ITC makes an affirmative injury determination it
will determine at the same time whether any Agreement country is a de minimis supplying
country.

“Section 312(b) makes applicaBle the provisions of section 330(d) of the Tariff Act of
1930, which will apply when the ITC Commissioners are equally divided on the question of
injury or remedy.

Under section 312(c), if the ITC makes an affirmative determination, or a determination
that the President may consider to be an affirmative determination, under section 312(a), it must
find and recommend to the President the amount of import relief that is necessary to remedy or
prevent the serious injury and to facilitate the efforts of the domestic industry to make a positive
adjustment to import competition. The relief that the ITC may recommend is limited to that
authorized in section 313(c). Similar to procedures under the global safeguards provisions in
current law, section 312(c) of the bill provides that only those members of the ITC who agreed to
the affirmative determination under section 312(a) may vote on the recommendation of relief
under section 312(c).

Under section 312(d), the ITC is required to transmit a report to the President not later
than 30 days after making its injury determination. The ITC’s report must include: (i) the ITC’s
determination(s) under section 312(a) and the reasons supporting the determination(s); (ii) if the
determination under section 312(a) is affirmative or may be considered to be affirmative by the
President, any findings and recommendations for import relief and an explanation of the basis for
each recommendation; and (iii) any dissenting or separate views of ITC Commissioners. Section
312(e) requires the ITC to publish its report promptly and to publish a summary of the report in
the Federal Register.

Section 313(a) of the bill directs the President, subject to section 313(b), to take action
not later than 30 days after receiving a report from the ITC containing an affirmative
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determination or a determination that the President may consider to be an affirmative
determination. The President must provide import relief to the extent that the President
determines is necessary to remedy or prevent the injury the ITC has found and to facilitate the
efforts of the domestic industry to make a positive adjustment to import competition. Under
section 313(b), the President is not required to provide import relief if the President determines
that the relief will not provide greater economic and social benefits than costs.

Section 313(c)(1) sets forth the nature of the relief that the President may provide. In
general, the President may take action in the form of?:

. a suspension of further reductions in the rate of duty to be applied to the
-articles in question; or

. an increase in the rate of duty on the articles in question to a level that
does not exceed the lesser of the existing NTR (MFN) rate or the NTR
(MFN) rate of duty imposed on the day before the Agreement entered into
force.

Under section 313(c)(2), if the relief the President provides has a duration greater than
one year, the relief must be subject to progressive liberalization at regular intervals over the
course of its application.

Section 313(d) provides that the period for import relief under a Subtitle A safeguard may
not exceed four years. However, if the initial period of import relief is less than four years, the
President may extend the period of import relief (to a maximum aggregate period of four years)
if the President determines that continuation of relief is necessary to remedy or prevent serious
injury and to facilitate adjustment to import competition, and that there is evidence that the
industry is making a positive adjustment to import competition. That determination must follow
an affirmative determination (or a determination that the President may consider to be an
affirmative determination) by the ITC to the same effect.

Section 313(e) specifies the duty rate to be applied to CAFTA-DR articles after
termination of a safeguard action. On the termination of relief, the rate of duty for the remainder
of the calendar year is to be the rate that was scheduled to have been in effect one year after the
initial provision of import relief. For the rest of the duty phase-out period, the President may set
the duty:

. at the rate called for under the Schedule of the United States to Annex 3.3
of the Agreement; or

. in a manner that eliminates the duty in equal annual stages ending on the
date set out in that Schedule.
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Section 313(f) exempts from relief any article that is: (i) subject to import relief under
the global safeguard provisions in U.S. law (chapter 1 of Title II of the Trade Act of 1974); or
(11) the product of a de minimis supplying country.

Section 314 provides that the President’s authority to take action under Subtitle A expires
ten years after the date on which the Agreement enters into force, unless the period for
elimination of duties on a good exceeds ten years. In such case, relief may be provided until the
expiration of the period for elimination of duties.

Section 315 allows the President to provide trade compensation to Agreement countries,
as required under Article 8.5 of the Agreement, when the United States imposes relief through a
Subtitle A safeguard action. Section 315 provides that for purposes of section 123 of the Trade
Act of 1974, which aliows the President to provide compensation for global safeguards, any
relief provided under section 313 will be treated as an action taken under the global safeguard
provisions of U.S. law (sections 201 through 204 of the Trade Act of 1974).

Section 316 amends section 202(a) of the Trade Act of 1974 to provide that the
procedures in section 332(g) of the Tariff Act of 1930 with respect to the release of confidential
business information are to apply to Subtitle A safeguard investigations. :

The Administration has not provided classified information to the ITC in past safeguard
proceedings and does not expect to provide such information in future proceedings. In the
unlikely event that the Administration provides classified information to the ITC in such
proceedings, that information would be protected from publication in accordance with Executive
Order 12958.

b. Global Safeguard Measures

Section 331 of the bill implements the global safeguard provisions of Article 8.6.2 of the
Agreement. It authorizes the President, in granting global import relief under sections 201
through 204 of the Trade Act of 1974, to exclude imports of originating articles from the relief
when certain conditions are present.

Specifically, section 331(a) provides that if the ITC makes an affirmative determination,
or a determination that the President may consider to be an affirmative determination, in a global
safeguard investigation under section 202(b) of the Trade Act of 1974, the ITC must find and
report to the President whether imports of the article of each Agreement country considered
individually that qualify as originating goods under section 203(b) are a substantial cause of
serious injury or threat thereof. Under section 331(b), if the ITC makes a negative finding under
section 331(a) the President may exclude any imports that are covered by the ITC’s finding from
the global safeguard action.
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2. Administrative Action

No administrative changes will be required to implement Chapter Eight.

Chapter Nine (Government Procurement)

1. Implementing Bill

. Chapter Nine of the Agreement establishes rules that certain government entities, listed in
Annex 9.1.2(b)(i) of the Agreement, must follow in procuring goods and services. The Chapter’s
rules will apply whenever these entities undertake procurements valued above thresholds
specified in Annex 9.1.2(b)(i).

In order to comply with its obligations under Chapter Nine, the United States must waive
the application of certain federal laws, regulations, procedures and practices that ordinarily treat
foreign goods and services and suppliers of such goods and services less favorably than U.S.
goods, services, and suppliers. Section 301(a) of the Trade Agreements Act of 1979 (19 U.S.C.
2511(a)) authorizes the President to waive the application of such laws, regulations, procedures,
and practices with respect to “eligible products” of a foreign country designated under section
301(b) of that Act. By virtue of taking on the procurement-related obligations in Chapter Nine,
Agreement countries are eligible to be designated under section 301(b) of the Trade Agreements
Act and will be so designated. o

The term “eligible product” in section 301(a) of the Trade Agreements Act is defined in
section 308(4)(A) of that Act for goods and services of countries and instrumentalities that are
parties to the WTO Agreement on Government Procurement and countries that are parties to the
NAFTA and other recent free trade agreements. Section 401 of the bill amends the definition of
“eligible product” in section 308(4)(A) of the Trade Agreements Act. As amended, section
308(4)(A) will provide that, for an Agreement country, an “eligible product” means a product or
service of that country that is covered under the Agreement for procurement by the United
States. This amended definition, coupled with the President’s exercise of his authority under
section 301(a) of the Trade Agreements Act, will allow U.S. government entities covered by the
Agreement to purchase products and services from other Agreement countries.

2. Administrative Action

As noted above, Annex 9.1.2(b)(i) of the Agreement provides that U.S. government
entities subject to Chapter Nine must apply the Chapter’s rules to goods and services from other
Agreement countries when they make purchases valued above certain dollar thresholds. USTR
will notify the Federal Acquisition Regulatory Council (“FAR Council”) of the thresholds that
pertain to Agreement countries under the Agreement. The FAR Council will then incorporate
those thresholds into the Federal Acquisition Regulation in accordance with applicable
procedures under the Office of Federal Procurement Policy Act.
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Chapter Ten (Investment)

Section 106 of the bill authorizes the United States to use binding arbitration to resolve
claims by investors of Agreement countries under Article 10.16.1(a)(i)(C) or Article
10.16.1(b)(i)(C) of the Agreement. Those articles concern disputes over certain types of
government contracts, and section 106 of the bill clarifies that the United States consents to the
arbitration of such disputes. No statutory authorization is required for the United Statesto
engage in binding arbitration for other claims covered by Article 10.16. Provisions allowing
arbitration of contract claims have regularly been included in U.S. bilateral investment treaties
over recent decades, and were included in the free trade agreements with Chile, Singapore, and
Morocco.

1. - Implementing Bill
|
|

2. Administrative Action

No administrative changes will be required to implement Chapter Ten.

Chapter Eleven (Cross-Border Trade in Services)

No statutory or administrative changes will be required to implement Chapter Eleven.

Chapter Twelve (Financial Services)

No statutory or administrative changes will be required to implement Chapter Twelve.

hapter Thirteen (Telecommunications)

No statutory or administrative changes will be required to implement Chapter Thirteen.

Chapter Fourteen (Electronic Commerce

No statutory or administrative changes will be required to implement Chapter Fourteen.

Chapter Fifteen (Intellectual Property Rights)

No statutory or administrative changes will be required to implement Chapter Fifteen.




Chapter Sixteen (L.abor)

1. Implementing Bill

Section 403 of the bill establishes periodic reporting and meeting requirements on labor
matters.

Section 403(a) provides that not later than two years after the Agreement enters into
force, and not later than the end of each two-year period thereafter during the succeeding 14
years, the President shall report to the Congress on the progress made by the Agreement
countries in implementing (i) Chapter Sixteen of the Agreement; and (ii) the April 2005 “White
Paper” report prepared by the trade and labor Vice Ministers of the Agreement countries on labor
matters in Central America and the Dominican Republic. The subsection specifies the contents
that each report must include and requires the President to establish a mechanism to solicit public
comments relating to the subject matter of the reports.

Section 403(b) provides that the Secretary of Labor should take the necessary steps to
meet periodically with the labor ministers of the Agreement countries to discuss (i) the operation
of the labor provisions of the Agreement; (ii) progress on commitments the Agreement countries
made to implement the White Paper; (iii) the work of the International Labor Organization in the
Agreement countries and other cooperative efforts to afford to workers internationally-
recognized worker rights; and (iv) any other appropriate matters. Subsection (b)(2) provides that
" the biennial reports prepared under subsection () will, as the President deems appropriate,
include summaries of those meetings.

2. Administrative Action

To carry out section 403(b), the Secretary of Labor will take the necessary steps to meet
periodically with the labor ministers of the Agreement countries.

Article 16.4.3 of the Agreement calls for each government to designate an office to serve
as the contact point for implementing the Agreement’s labor provisions. The Department of
Labor’s Office of Trade Agreement Implementation will serve as the U.S. contact point for this

purpose.

Chapter Seventeen (Environment)

1. Implementing Bill

No statutory or administrative changes will be required to implement Chapter Seventeen.




2. Administrative Action

Article 17.5.1 of the Agreement establishes an Environmental Affairs Council,
comprising cabinet-level officials from each country, and provides that each government will
designate a contact point for carrying out the Council’s work. USTR’s Office of Environment
and Natural Resources will serve as the U.S. contact point for this purpose.
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STATEMENT ON HOW
THE DOMINICAN REPUBLIC - CENTRAL AMERICA - UNITED STATES
: FREE TRADE AGREEMENT '
MAKES PROGRESS IN ACHIEVING
- U.S. PURPOSES POLICIES OBJECTIVES AND PRIORITIES

A.  INTRODUCTION

The Dominican Repubhc - Central America — United States Free Trade Agreement
(“Agreement”) makes progress in achieving the applicable purposes, policies, Obj ectives, and
.. priorities of the Bipartisan Trade Promotion' Authority Act of 2002 (“TPA’ Act”). This Statement

describes how and to what extent the applicable purposes, policies, objectives, and pnontles are
achieved through the Agreement

The Agreement represents an historic development in our relations with Costa Rica, El
~ Salvador, Guatemala, Honduras, and Nicaragua (“Central America’ ") and the Dominican
Republic. The Agreement reflects a commitment on the part of the United States to sustained
engagement in support of democtacy, peaceful regional integration, and economic growth and
opportunity in a region where several countries only recently transitioned from civil war to
peaceful, democratic societies.

The Agreement will create mgmﬁcant new opportumtles for Amencan workers, farmers,
ranchers, businesses, and consurhers by eliminating barriers to trade with Central America and
the Dominican Républic. As detailed below, approximately 80 percent of U.S. exports of
consumer and industrial goods will become duty-free immediately upon entry into force of the
Agreement, with duties on other industrial and consumer goods eliminated over ten years. In
partlcular, trade in nearly all textile and apparel goods meeting the Agreement’s origin
requirements will become duty-free immediately, providing new opportunities for U.S. fiber,
yam fabric, and apparel exporters. Other key sectors that will benefit from duty elimination
'under the Agreement are information technology products, agricultural and construction
* equipment, paper products, chemicals, and medical and scientific equipment.

. Furthermore, Central Amenca and the Dominican Republic will provide immediate duty-
free access to more than half of all U.S. agricultural exports to the region. - Certain agricultural
goods will have longer periods for duty elimination (up to 20 years), or'will be subject to other
provisions, including, in some cases, the application of preferential tariff-rate quotas (“TRQs”)
during the transition period. The Agreement addresses  duty treatment for imports of sensitive

agricultural products into the United States through transition periods (up to 20 years) and the use
of TRQs.

The Central American countries and the Domlmcan Republic will substantxally reduce
- barriers to trade in services, including financial services. The Agreement also mcludes state-of-




the-art provisions in such key areas as intellectual property rights, electronic commerce,
telecommunications, customs and trade facilitation, dxspute settlement, and labor and
environmental protection.

The Agreement responds to Congress’ direction, as expressed in the Caribbean Basin
Trade Partnership Act, to conclude comprehensive, mutually advantageous trade agreements with
beneficiary countries of the Caribbean Basin Initiative (“CBI”) trade preference program. Since
1985, our trade relationship with Central America and the Dominican Republic has been driven
by the unilateral trade preferences that the United States provides through the CBI program. This
program has contributed to economic development and helped to alleviate poverty in the region.
By moving from unilateral trade preferences to a remprocal free trade agreement, we will build
on the success of the CBI program by advancing economic development in the region through
- trade, as well as expanding U.S. access to markets in Central America and the Dominican
Republic. :

- The Agreement forms an mtegral part of the Admxmstratlon s larger strategy of opemng

. markets around the world through negotiating and concluding global, regional, and bilateral trade
initiatives. The Agreement provides the opportunity to strengthen our economic and political ties
with the region, and underpins U.S. support for democracy and fundamental values, such as
respect for internationally recognized worker rights and the elimination of the worst forms of
child labor. The Agreement will also contribute to hemispheric integration and prov1de an

. 'impetus toward establishing the Free Trade Area of the Americas.

The Agreement meets or exceeds the apphcable purposes, pohcles ob_]ectwes and
priorities that the Congress spelled out in the TPA Act. Accordingly, the President strongly
_ believes that the Congress should approve the Agreement and enact the legislation needed to
implement thé Agreement. :

B. . OVERALL'TRADE NEGOTIATING 'OBJ'ECTIVES

The TPA Act sets-out a varlety of “overall trade negotlatmg objectives” that call for
future U.S. trade agreements to:" (1) open markets by ehmmatmg or reducing barriers to and
distortiens of trade and creating market opportunities, in particular for small businesses; )
further strengthen international trading disciplines; (3) foster economic growth in the United

~States and globally; and (4) promote environmental and worker rights policies in the context of
trade. The Agreement builds on the foundation of existing trade agreements to' make substantial
progress in a.chlevmg each of these objectives. |

1. | Market Openmg

The Agreement is comprehenswe in scope. Each Party has agreed to liberalize trade in
all goods, and to make significant market openings in semces and government procurement,




Consumer/Industrial Goods. More than 80 percent of U.S. exports of consumer and
industrial goods will enter Central America and the Dominican Republic duty-free when the _
Agreement enters into force, with remaining tariffs phased out over ten years. Average tariffs on
these items in Central America and the Dominican Republic currently range from 4.1 percent to

7.8 percent, and tariffs on some products of export interest to U.S. firms are as high as- 25
percent.

o

Textiles and Apparel. Nearly all trade in textile and apparel goods that satisfy the
Agreement’s rules of origin will be duty-free immediately. Moreover, duty elimination for
textile and apparel goods may, on a reciprocal basis, be made retroactive to January 1, 2004, The
Agreement also allows, if certain conditions are met, for the use of Canadian and Mexican
materials as inputs in the production of textile or apparel goods, thereby contributing to the .
development of stronger, more mtegrated regional mdusmes

Agriculture. The Central Amencan countries and the Dominican Repubhc currently

* maintain high tariffs on U.S. agricultural goods. The simple average tariff that these countries

. apply to imports of agricultural products from the United States exceeds 11 percent, and, on

.certain import-sensitive products, can exceed 150 percent. The average bound tariffs on
. agricultural products for these countries under their World Trade Organization (“WTO”)

. commitments range from 35 percent in Honduras to 60 percent in Nicaragua. In contrast, the
U.S. market is already largely open (through our unilateral preference programs) to agncultural
imports from Central America and the Dominican Republic. Under the Agreement, over half of
all U.S. agricultural exports fo the region will be duty-free when the Agreement enters into force

. including on important export interests such as prime and choice cuts of beef, soybeans, wheat,

. cotton, apples, peaches, pears, grapes, cherries, almonds, walnuts, pistachios, raisins, canned

peaches and pears, frozen concentrated grapefruit juice, and frozen concentrated orange juice

. (except to the Dominican Republic). Tariffs on most other U.S. goods will be phased out within

15 years. For the most sensitive agricultural goods, tariffs will be eliminated over periods

ranging from 15 to 20 years. For these goods, liberalization will be achieved through TRQs that

- will increase over time. . Over-quota tariffs will be eliminated during the 15-20-year transition

’

. period on all such import-sensitive products with the exception of white corn (El Salvador,

- Guatemala, Honduras, and Nicaragua) and onions and potatoes (Costa Rica). (The Umted States
will maintain its over-quota tariffs on 1 sugar. )

Services/F inancial Services/Telecommunications. The Agreement provides additional '
market opening in a broad range of service sectors, including express mail delivery, construction
and engineering, computer and related services, advertising, professional services, distribution
services, insurance, banking, and other financial services, and telecommunications

Government Procurement. The Agréement opens the Central American and Domlmcan
Repubhc government procurement markets to U.S. suppliers for the first time on transparent and -
non-discriminatory terms. As the Central American countries and the Dom1mcan Republic are




not mgnatones to the WTO Agreement on Government Procurement this constitutes a major
benefit of the Agreement.

2. Stronger In'ternational Trade Disciplinee

The Agreement includes innovative comnutments to promote trade in dlgltal products
_such as software, music, images, videos, and text. It draws from traditional trade principles to
fashion customized nondiscrimination rules that will apply specifically to electronic commerce.
. The Parties will not 1mpose tariffs on digital products that are delivered over the Internet.

The Parties recognize that workers and firms can fully realize the Agreement s matket-
opening potential only if the Agreement builds on the disciplines that proceed from those
currently in place through other agreements. Thus, the Agreement sets out rules on intellectual
property rights (“IPR”) that clarify and build on those in the WTO Agreement on Trade Related
Aspects of Intellectual Property Rights (TRIPs Agreement) and provide for implementation of
- more recent World Intellectual Property Organization (“WIPQ”) treaties on protection of

copyright and rights of performers and producers to strengthen enforcement and enhance rules
. protecting IPR.

The Agreement also includes detailed rules governing teleoommmucatlons services,
under which the Parties will apply market-opening disciplines that extend beyond those in effect
under the WTO. In addition, the Agreement contains innovative procedures for settling disputes

that may arise under the Agreement, including provisions for. monetary assessments to back up
dispute panel decisions.

| 3 Foster Economic Growth

According to an independent study using the Michigan Model of World Production and .

Trade (Michigan model) to estimate certain economic effects of various free trade agreements,
the Agreement will boost annual net global welfare by $15.7 billion when fully implemented. In
absolute terms, a positive welfare effect will be enjoyed by the United States ($17.3 billion, or
0.17 percent of GNP) and by Central America and the Dominican Republic collectively ($5.3

. billion, or 4.4 percent of GNP). Formal models, such as the- Michigan model, however, tend to

- underestimate the benefits of free trade agreements because their scope is limited (e.g., they fail
to assess the impact of rules changes such as improved IPR protéction and group many industries
and products into a limited number of categoriés for analysis) and because not all the expected
effects of the Agreement are necessarily measured (e.g., they fail to estimate or fully estimate

- dynamic or intermediate growth gains from trade hberahzatlon) It is clear, however, that the
Agreement will make a positive contribution to U.S. economic welfare aud the expansion of

' global trade.




4. Laboi‘ Rights and Environmental Protection

Trade agreements can, and should, complement efforts to protect worker rights and
enhance environmental protection. Accordingly, the Agreement includes meaningful
commitments by each country on labo; and environmental protection.

Each of the Parties reaffirms through the Agreement its obligations as a member of the
International Labor Organization (“ILO”) and commitments under the 1998 ILO Declaration on
Fundamental Principles and Rights at Work. The Agreement contains a bmdmg commitment
that each Party not fail to effectively enforce domestic labor laws, while recognizing each Party’s

- right to establish its own labor laws, exercise discretion in investigatory, regulatory,

prosecutorial, and compliance matters, and allocate enforcement resources. The Agreement also
¢ommits each Party to strive to ensure it does not waive or derogate from its domestic labor laws
in a manner that weakens or reduces its adherence to internationally recognized labor rights as an
encouragement for trade or investment with another Party. The Chapter also creates a labor
cooperation and capacity building mechanism through which the Parties will work together to
strengthen each Party s institutional capacxty to fulfill the goals of the Labor Chapter. ’

Sumlarly, the Agreement commits each country to ensure that its laws and policies

provide for and encourage high levels of environmental protection and to strive to improve those
- laws and policies. As is the case for labor law enforcement, the Agreement contains a binding

commitment that each Party not fail to effectlvely enforce its domestic environmental laws, while

* recognizing each Party’s right to establish its own environmental laws and exercise discretion in

regulatory, prosecutorial, and compliance matters. The Agreement also includes language
similar to that on labor rights that requires each country to strive to ensure it does not waive or

.-derogate from its environmental laws in a manner that weakens or reduces protections under

those laws in order to seek investment or encourage trade with another Party. Finally, the

countries agree to cooperate on an ongoing basis regarding environmient matters and have entered

into a related Environmental Cooperation Agreement to facilitate such cooperation.
C. PRINCIPAL TRADE NEGOTIATING OBJECTIVES

The TPA Act establishes a variety of “principal trade negotiating obj ectives.” The
Agreement makes substantial progress toward each of the apphcable goals set out in the act.

1. Opemng Markets for U.S. Goods

Under the Agreement, U.S, exporters will enjoy increased market opportunities and
greater certainty regarding the terms for access to markets in Central America and the Dominican
Republic. For example, in addition to cutting tariffs on agricultural goods, the United States and
the other Parties will work together on sanitary and pliytosanitary (“SPS”) matters, with a view to
facilitating trade between the Parties, while appropriately protecting human, animal, and plant
life and health. In addition, the Central American countries and the Dominican Republic are




4

working toward the recognition of the U.S. meat inspection and certification systems in order to
facilitate U.S. exports. The Parties will also enhance cooperation on technical regulations,
standards, and conformity assessment procedures to prevent unnecessary technical barriers to
trade (“TBT"") that hinder U.S. companies from taking advantage of open markets.

2. Opening Markets for U.S. Services

The Agreement will create new. market opportunities in Central America and the
Dominican Republic for a range of key U.S. services suppliers and will lock in access in sectors
where their services markets are already open. The Agreement includes a market-opening
services framework based i in substantial part on a trade-liberalizing “‘negative list” approach.
This means that all services sectors are subject to the Agreement’s rules unless a country has
negotiated a specific exemption in that sector.

~ The Agreement will elther open or lock in ex1st1ng significant access to services markets
in Central Amenca and the Dominican Republic in such priority U.S. services export sectors as
financial services, telecommunications, computer and related services, distribution services,
professional services, advertising, audiovisual services, education and training, tourism,
construction and engineering, energy services, and environmental services. The Agreement’s
market-opening provisions are complemented by state-of-the-art rules governing regulatory

transparency rules that are especially i mlportant given the highly regulated nature of many
services industries.

Under the Agreement, the Central American countries and the Dommican Repubhc will
1mptove or lock in existing levels of access for U.S. suppliers in another key services market —
express dehvery The Agreement includes an innovative, comprehensive definition of express

. delivery services that requires each Party to provide national treatment, most-favored-nation

(“MFN”) treatment, and additional market access benefits to express delivery services of the
other Parties. The Agreement also addresses the issue of postal monopolies directing revenues
derived from monopoly postal services to confer an advantdge on express dehvery services.

Several of the Central American countries and the Dominican Re'public.also'made

. commitments regarding their “dealer protection” regimes. ‘Under existing “dealer protection”

regimes, U.S. firms may be tied to exclusive or inefficient distributor arrangements. The
commitments under the Agreement give U.S. firms and their Central American and Dominican
Republic partners more freedom to contract the terms of their commercial relations and
encourage the use of arbitration to resolve disputes between parties to dealer contracts.

3. Opening Markets for U.S. Investment

The Agreement commits the Central American countries and the Dominican Republic to

_provide a strong and predjctable legal framework for U.S. investors, including direct ownership

by U.S. firms of companies, real estate, intellectual property rights, concessions, permits, and
debt instruments in those countries. Bxcept for certain specxﬁed exceptions, the Agreement will .
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give US investors the opportunity to establish, acquire, and operate investments in the Central -
American countries and the Dominican Republic on the same basis as those countries’ own
investors or other foreign investors — across the full spectrum of economic activity.

" Under the Agreement, the Central American countries and the Dominican Republic will
provide U.S. investors due process rights, and recourse in the event of expropriations, that are

. consistent with U.S. legal principles and practice. For example, the Agreement includes

protection against denials of justice in accordance with the principle of due process embodied in
the principal legal systems of the world. The Agreement thus makes explicit that the treatment

required by this obligation is grounded in; and does not extend beyond, the due process standards

embraced by the Umted States and other major legal systems of the world.

"With regard to recourse in the event of expropriations, the Agreement draws heavily from
principles developed in U.S. takings law under the Fifth Amendment of the Constitution. The
Agreement clarifies, for example, that takings are limited to property rights and property
interests, not other types of interests, and incorporates tests used by the U.S. Supreme Court to
determine whether a regulatory taking has occurred. The expropriation provisions also recognize
that, as is the case in U.S. practice, nondiscriminatory regulatory actions designed and applied to

- protect legitimate public welfare objectives only rarely result in expropriation. While the .

Agreement commits the United States to continue to provide Central American and Dominican

Republic investors a high level of protection and due process, it gives Central American and
-Dominican Republic ﬁrms no greater substantive rights than U.S. companies already enjoy in the

Umted States,

- The Agreement also commits the Central American countries and the Dominican

K Republic not to burden U.S. investors with protectionist “performance requirements” ~ such as

rules requiring investors to buy local products — and ensures that the Central American countries
and the Dominican Republic will allow U.S. investors to transfer funds related to their
investments into and out of Central America and the Domlmcan Repubhc

Th_e Agreement provides a mechanism for an investor of 2 Party to pursde a claim against
another Party. The investor may assert that the Party has breached a substantive obligation under
the Investment Chapter or that the Party has breached an investment agreement with, or an

_ investynent authorization granted to, the investor or its investment. Innovative provisions afford
-public access to information on investor-State proceedings and ensure propér application of

dispute settlement rules. For example, the Agreement requires the countries to make public key-

- documents and hearings, with limited exceptions for business and other legally confidential

information, and authorizes tribunals to accept amicus submissions from the public. The

Agreement also includes provisions based on those used in U.S. courts to quickly dlspose of
frivolous claims. :
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'Finally, the Agteement calls on the Parties, within three months of the date of entry into
force of the Agreement, to initiate negotiations to develop an appellate body to review arbitral .
awards rendered by tribunals under the Investment Chapter. :

4.  Intellectual Property Rights

* The Agreement clarifies and builds on existing international standards for the protection
and enforcement of intellectual property rights, with an emphasis on new and emerging
technologies. The Agreement ensurés that the Central American countries and the Dominican-
Republic will provide a high level of IPR protection, similar to that provided.under U.S. law.
Key provisions of the Agreement, such as those on preventmg circumvention of anti-piracy

devices and establishing the scope of hablhty for copymg works on the Intemet, are modeled on
U.S. statutes.

The Agreement mcludes state-of- the-art protectlon for trademarks and copyrights as well

as expanded protection for patents and undisclosed information.

The Agreement requires each Central Amencan country and the Donumcan Republic to
accede to certain international Internet treaties and to extend its term of protection for

copyrighted works. Under the Agreement, these countries will ensure that copyright owners

. maintain rights to temporary copies of their works, which is vital for protecting copyrighted

music, videos, software, and text from widespread unauthorized sharing over the Internet, The
Agreement réquires each government to direct its agenc1es to use-only Iegmmate computer

* software, thus setting a positive example for private users. To prevent piracy of satellite
. television broadcasts, the Agreement will also require the Central American countries and the

Dominican Republic to protect encrypted satellite sxgna]s as well as the programmmg those
SIgnals carry.

The Agreement commits the Central American countnes and the Dominican Republic to
make patent rights available, with certain exceptions, for inventions and provides for the .

~ - extension of patent terms in the event of unreasonable delays in issuing patents or granting

regulatory approval for marketing patented products. The Agreement will also require these
Countries to protect test data and other information that pharmaceutical and agricultural chemical

. companies submit to government regulators in order to secure regulatory approval for their

patented products. Under the Agreement, these countries will protect information generated in
connection with pharmaceutical and agricultural chemical product approvals for 5 and 10 years,
respectlvely

These standards are made more meaningful through requirements for tough enforcement |

measures and remedies to combat piracy and counterfeiting, including procedures in civil cases
for seizure and destruction of pirated and counterfeit products, and the equipment used to
produce these products. The Agreement also commits each Central American country and the
Dominican Republic to ensure that its criminal law enforcement authorities are empowered to




 seize, forfeit, and destroy counterfeit and pirated goods and, at least with respect to pirated
goods, the equipment used to produce them. Each country must also authorize its enforcement
officials to act on their own against counterfeit and pirated goods, either by stopping them at the
border or initiating criminal cases, without receiving a formal complaint, thus providing more
effective enforcement against these products. '

S. Transparency

The Partxes recognize that without a ‘high standard of regulatory transparency, the benefits - -

" of market-opening trade commitments can be lost through arbitrary or unfair government .

regulations. Accordingly, the Agreement includes prowsmns that will ensure that each Party
observes fundamental transparency principles. Those provisions are set out ini a specific Chapter
of the Agreement dealing with regulatory transparency as well as in provisions of the Agreement
addressing customs administration, TBT, government procurement, investment, cross-border
trade in services, financial services, telecommunications, and dispute settlément.. The

Agreemeént’s principal transparency rules are based on U.S. practice: under the Administrative
Procedures Act .

' Increased transparency is an effective tool in addressing government corruption in
international trade. The Agreement contains innovative provisions on combating bribery and
corruptlon Under the Agreement; each country must adopt or maintain prohibitions on bribery
in matters affecting international trade and investment, including bribery of foreign officials, and
establish criminal penalties for such offenses. In addition, each country will strive to adopt
appropriate measures to protect those who, in good faith, report acts of bribery. The Parties also

will work jointly to encourage and support appropriate regional and- multilateral untlatlves to
. combat bnbery and corruption. - -

6. Regulatory Practices

The Agreement addresses regulatory issues directly linked to the Agreement’s market-
opening provisions. This includes specific provisions in almost all Chapters, including those on
customs administration, SPS, TBT, govemnment procurement, cross-border trade in services, and
telecommunications. In addition, the Agreement includes commitments on transparency, rights
of appeal of administrative demswns and access to information.

7. Electronic Commerce

. Under the Agreement, the Parties must apply the principles of national treatment and
MFN treatment to trade in electronically transmitted digital products (e.g., computer programs, -
video, images, and sound recordings). The Agreement includes rules prohibiting duties on
electromcally transmitted digital products and limiting duties on digital products stored on a

" carrier medium to a duty based on the value of the carrier medlum alone In so doing, the




Agreement creates a strong foundation for wider efforts to bar duties and discriminatory
treatment of digital products.

8. | Trade in Agrlcultural Products

The Agreement includes several provisions designed to ehmmate barriers to trade in

* agricultural prodicts, while prov1d1ng reasonable adjustment periods, TRQs, and other

mechanisms for producers of import-sensitive agricultural goods. In addition, the United States'
* and the other Parties have agreed to work together toward a multilateral agreement in the WTO

_ to eliminate export sub51d1es and prevent their reintroduction in any form.

. Under the Agreement, each Party will eliminate export subsidies on agncultural goods
destmed for another Party. If a third country subsidizes exports to a Party, an exporting Party
may initiate consultations with the importing Party to develop measures the importing Party may
adopt to counteract such subsidies. If the importing Party agrees to such measures, the exporting

. Party must refrain from applying export subsidies to its exports of the good to the importing
Party. If the importing Party does not agree to such measures, the exporting Party may provide
~ an export subsidy on its exports of the good to the importing Party, but only to the extent

necessary to counteract the trade-dxstortmg effect of the subsidized imports from the third
country. ,

‘The Agreement also includes a safegua:d procedure for certain agncultural goods to aid
domestlc mdusmes that face imports above a specified quantitative threshold for such goods. -

-9, “Labor Rights and Environmental Protection

Under the Agreement, the Central American countries, the Dominican Repubhc and the
United States reaffirm their obligations as members of the ILO and will strive to ensure that their
laws provide for labor standards that are consistent with internationally recognized labor rights,
. as set forth in the Agreement. The Agreement makes clear that it is inappropriate for a Party to
waive or derogate from domestic labor laws in a manner that weakens or reduces adherence to
internationally recognized labor rights as an encouragement for trade with another Party or
investment in its territory by investors of another Party. A key element of the Agreement’s labor
provisions, which is enforceable through the Agreement’s dispute settlement procedures, is a
commitment by each country not to fail to effectively enforce its labor laws through a sustained
or recurring course of action or inaction in a manner affecting trade between the Parties. The
Agreement defines labor laws specifically to include those related to the prohibition and
elimination of the worst forms of child labor. The Agreement also commits the Agreement
countries to cooperate on labor issues, in part through the Labor Cooperation and Capacity
Building Mechanism described in an annex to the Labor Chapter.

Environmental commitments are also included in the core text of the Agreement. As is
the case for labor rights, a key component of the Agreement’s environmental provisions is an

.10




-enforceable commitment by each country that it will not fail to effectively enforce its domestic
énvironmental laws through a sustained or recurring course of action or inaction in a manner
affecting trade between the Parties. Under the Agreement, each Party also commits to ensure that

. its domestic laws and pohcles provide for and encourage high levels of environmental protection

and to strive to continue to improve those laws and policies. Through the Agreement, the Parties

expressly recognize that it is inappropriate to waive or derogate from their environmental laws in

a manner that weakens or reduces protections under those laws in order to seek investment or

encourage trade with another Party. In addition, the Agreement includes a public submissions

mechanism that allows members of the public to raise concerns with an independent secretariat
about a Party’s enforcement of i 1ts environmental laws. In appropriate cases, the secretariat will
develop a factual record related to the submission for consideration by the Agreement’s

Environmental Affairs Council. The Agreement also recognizes that the Parties negotiated an

Environmental Cooperation Agreement under which they have identified certain priority areas of
environmental cooperatxon

10.  Dispute Settlement

The Agreement includes innovative procedures for settling disputes that may arise
between the Parties over its implementation. The Agreement’s dispute settlement procedures
rely prmmpally on consultations and compliance rather than on imposition of trade sanctions or
penalties. The procedures set high standards of openness and transparency. The Agreement calls
for dispute settlement proceedings to be open to the public, for the disputing Parties to release

‘their legal briefs and other filings to the public (except for confidential information), and for

dispute settlement panels to have the authonty to receive submlsswns from interested non-
' govemmental groups.

The Agreement’s dispute settlement rules also provide that where a Party is found to be in
violation of an obligation under the Agreement, the remedies available to the complaining Paity
will be equivalent for disputes involving commercial matters, on the one hand, and disputes
involving labor or environmental matters, on the other. The FTA achieves this result through an
enforcement mechanism that provides for the use of monetary assessments. That mechanism
allows a prevailing country to suspend tariff benefits under the Agreement if the losing country
fails to pay such an'assessment, while bearing in mind the Agreement’s objective of ehmmatmg

. barriers to bilateral trade and while seeking to avoid unduly affecting parties or interests not party’
to the dlspute

Dispute settlement is available under the Agreement for labor or environmental dasputes
relating to each Party’s obligation not to fail to effectively enforce its labor or environmental
laws. If a panel determines that a Party has failed to effectively enforce its labor or
environmental laws and the disputing Parties cannot agree on how to resolve the dispute, or the
complaining Party believes that the defending Party has failed to implement an agreed resolution,
the complaining Party may ask the panel to determine the amount of an annual monetary
assessment to be imposed on the defending Party. The Panel will establish the amount of the
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assessment, subject to a $15 million annual cap, taking into account relevant trade- and non-
trade-related factors. The assessment will be paid into a fund for appropriate laboror
environmental initiatives in the territory of the defending Party. If the defending Party fails to |
_pay an assessment, the complaining Party may take other appropriate steps, which may include '
suspending tariff benefits, as necessary, to collect the assessment, while bearing in mind the

Agreement’s objective of eliminating barriers to trade and while seeking to avoid unduly

affecting parties or interests not party to the dispute. ‘ o

11.  Trade Remedies

The Agreement includes a éafeguard procedure, similar to the pfocedures it other US. ' ‘

free trade agreements, which will be available to aid domestic industries, in the unlikely event
- that an industry sustains or is threatened with serious injury due to increased imports resulting

from the reduction or elimination of U.S. import duties under the Agreement. The Agreement

also includes a special safeguard to address the possibility that duty reduction or elimination

under the Agreement could result in damaging levels of textile or apparel imports.

_ The Agreement does not affect U.S. rights to take safeguard actions under section 201 of
the Trade Act of 1974, which implements the WTO Safeguards Agreement and the General
Agreement on Tariffs and Trade (“GATT”) 1994. Under the Agreement; the President may, but -
is not required to, exempt imports of goods from Agreement countries from a WTO safeguard
measure, if the goods are not a substantial cause of serious injury or threat thereof.

. The Agreement provides that each country retains its rights and obligations under the
WTO agreements relating to antidumping or countervailing duties. Thus, the Agreement does :
not affect U.S. rights and obligations regarding these trade remedies as they currently-exist under
the WTO. The United States agreed to maintain an advantage currently afforded to imports from
the Central American countries and the Dominican Republic as a result of their status as
beneficiary countries under the Caribbean Basin Bconomic Recovery Act (“CBERA’ ).

. Specifically, the United States agreed to continue to treat the other Agreement countries as

CBERA beneficiary countries for purposes of Sections 771(7)(G)(ii)(IIl) and 771(7)(H) of the
Tariff Act of 1930 (19 U.S.C. 1677(7)Y(G)(i)(III) and 1677(7)(H)), which preclude the U.S.
International Trade Commission from aggregating (or “cumulating”) imports from CBERA
beneficiary countries with imports from non-bereficiary countries in determining in antidumping

. and countervailing duty invéstiga!_:ions whether imports of a particular product from such

beneficiary countries are injuring or threaten to-injure a U.S. industry.

D. PRIORITIES FOR MAINTAINING GLOEAL COMPETITIVENESS

- The TPA Act -al_so calls for the President to promote certain priorities to address and )
maintain U.S. competitiveness in the global economy. The Agreement makes progress in
promoting each of these priorities. '




1. Labor Cooperation

The United States, the Central American countries, and the Dominican Republié are

members of the ILO. The United States has a longstanding cooperative relationship with each of

these countries on labor issues. During the negotiations, government labor experts from the _
Agreement countriés consulted on their labor laws and how their respective systems operate.
The Agreement includes a labor cooperation and capacity building mechanism to promote
respect for the principles embodied in the ILO Declaration on Fundamental Principles and
Rights at Work and its Follow-up and compliance with ILO Convention 182 Concerning the -
Prohibition and Immediate Action for the Elimination of the Worst Forms of Child Labour. The
Agreement establishes a framework for the labor cooperation and capacity building mechanism
" and lists a range of labor activities on which the Parties will cooperate. Officials of the U.S.

. Department of Labor and the labor ministries of the other Parties and other appropnate agencies

wﬂ] parﬁclpate in this mechanism.
2, Domestic Policy. Objectiireé

The Agreement fully takes into account critical U.S. domestic policy objectives, such as
the need to maintain flexibility in addressing U.S. national security and public health, safety, and
consumer interests.. The Agreement includes a broad set of general policy exceptions for
~ measures governing trade in both goods and services to ensure that the United States remains
fully free to safeguard the national and public interest, including specific exceptions for national
security, public health and morals, conservation, taxation, and protection of confidential
information. The Agreement also avoids disturbing existing state and local governmental
. measures that might run counter to the Agreement’s services rules by including “grandfather’ ’

clauses that exempt those measures rom challenge under the Agreement.

3. Mulnlateral Environmental Agreements and GATT Article XX

As noted in the Adlmmstratlon s envn'onmental review of the Agreement, the 0

- environment and sustainable development are important concerns for both the United States and
-the other Agreement countries. The Agreement expressly recognizes the importance of

- multilateral environmental agreements (“MEAs”), including appropriate use of trade measures in
such agreements to achieve specific environmental goals: The Agreement commits thé Parties to
consult regularly with respect to the ongoing negotiations in the WTO concerning the
relationship between MEAs and WTO rules. In addition, the Environmental Cooperation
Agreement negotiated in parallel with the Agreement will provide further opportunities for the
seven governments to cooperate in promoting effective implementation of MEAs to which they
are all paﬁy

4. ' Currency and Exchange Rate Manipulation

Section 2102(c)(12) of the TPA Act states that “[i]n order to address and maintain United |
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States competitiveness in the global economy, the President shall ... seek to establish
consultative mechanisms among parties to trade agreements to examine the trade consequences
of significant and unanticipated currency movements and to scrutinize whether a foreign
government engaged in a pattern of manipulating its currency to promote a competitive
advantage in international trade.”

The Cross-Border Trade in Services and Financial Services Chapters of the Agreement
promote and protect the freer international movement of capital and consequently make it more

. difficult to manipulate exchange rates to achieve levels inconsistent with levels set by market
forces. - ' - ‘

. The currency movements mentioned in section 2102(c)(12) can arise from many
conditions; particularly from macroeconomic developments, macroeconomic policy changes or
- the appearance of new information on fundamental economic conditions. The determination of
whether any such movement reflects currency manipulation to promote a competitive advantage
in international trade must therefore take into account a broad range of issues, institutions and. .
- market developments which will require a review mechanism with a larger scope than any

~ specific trade agreement. -

The Secretary of the Treasury is required, under the Omnibus Trade and Competitiveness
Act of 1988, to analyze on an annual basis the exchange rate policies of foreign countries, in
- consultation with the International Monetary Fund (“IMF”), and to consider whether countries
manipulate the rate of exchange between their currency and the United States dollar for purposes
of preventing effective balance of payments adjustments or gaining an unfair competitive
advaritage in international trade. Bach member of the IMF is obligated, under Article TV.of the
IMF Articles of Agreement, to avoid manipulation of exchange rates for such purposes.

The Department of the Treasury will ensure that currency movements mentioned in
Section 2102(c)(12) dre examined in its analysis of exchange rate policies of foreign countries
-and in consultations with the IMF. concerning these policies. The Department of the Treasury-
~-will seek to'resolve problems of currencies that are considered to be manipulated in the sense of
2102(c)(12) through discussions with the foreign authorities responsible for foreign exchange
rate policies. ' '

5. . Reporting R'eq‘uirémehts

. As required under the TPA Act, the Administration has provided a report to the Congress
describing the laws of the Central American countries and the Dominican Republic governing
exploitative child labor. In addition, the Administration has reported to the appropriate
- Congressional committees as required under the TPA Act on: (1) the' Administration’s
environmental review of the Agreement; and (2) its review of the Agreement’s impact on U.S.
employment. The Administration has also provided a meaningful labor rights report on the
Central American countries and the Dominican Republic, which will be made available to the.
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public. Finally, the Administration has reported as specified in the TPA Act, on U.S. efforts to ‘
establish consultative mechanisms to strengthen the Central American countries’ and the |
Dominican Republic’s capacity to promote respect for core labor standards and to develop and |
implement standards for the protection of human health based on sound science. {

|
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clear guldance on customs matters.

- STATEMENT OF WHY THE DOMINICAN. REPUBLIC-CEN TRAL

AMERICA-UNITED STATES FREE TRADE AGREEMENT
IS IN THE INTERESTS OF U.S. COMMERCE

INTRODUCTION

- The Dominican Republic-Central America-United States Free Trade Agreement (“CAFTA-DR”

or “Agreement”) provides for equitable and reciprocal trade liberalization among the United
States, Costa Rica, the Dominican Republic, El Salvador, Guatemala, Honduras and Nicaragua.
The CAFTA-DR is a comprehensive free trade: agreement that will strip away barriers to trade,”

. eliminate tariffs, open markets, and promote investment in the Parties. By promoting economic

growth in Central America and the Dominican Republic, this cutting edge pact will expand U.S.
opportumtles in important reg10na1 tnarkets and further U.S. commercial interests.

Negotiations with the five Central Amencan countries of Costa Rica, El Salvador, Honduras,

Guatemala and Nicaragua began in January 2003 and ‘were completed one year later. The
negotiations with the Dominican Republic were launched in January 2004 and concluded in
March 2004. The CAFTA-DR is a regional trade agreement among all seven signatories, and
will contribute to the transformation of a region that was consumed in internal strife and border
disputes just two decades ago.

WHY CENTRAL AMERICA AND THE DOMINICAN REPUBLIC?

The CAFTA-DR countries are among;- the developing nations that already enjoy duty free access
to the U.S. market for the majority of théir exports through trade preference programs. These
developing countries often have high tariff

and non-tariff barriers to U.S. exports and ' Moving from One-way Preferences

impose restrictions on U.S. businesses. State- to-Reciprocity -

of-the-art free trade agreements like the S _

CAFTA-DR not only reduce barriers to U.S.  For twenty years, most Central American and

trade, but also require important reforms of Dominican Republic exports to the United States

the domestic legal and business environment benefited from duty-free treatment, primarily as a result

of the Caribbean Basin Initiative (CBI). With the -
expansion of the CBI program in 2000 (under the

that are key to encouraging business

development and investment. Such reforms Caribbean Basin Trade Pm-mcrshlp Act - CBTPA),

_ include providing greater transparency for about eighty percent of the region’s exports enter the

government actions such as rule makingand || United States duty-free
other steps to strengthen the rule of law, ' ‘
improving the prob:ctibn and enforcement of The CAFTA-DR moves beyond one-way preferences to

full partnership and reciprocal commitments, under
intellectual property nghts ahd providing which U.S. exports also benefit from duty-free access.




Trade between the United Statcs and the CAFI‘A-DR countries is significant for all the Parties.-
In 2004, such trade totaled over $33 billion." The United States exported almost $16 billion in
goods to the five Central American countries and the Dominican Republic in 2004, more than all -
exports to Russia, India, and Saudi Arabia combined. A free trade agreement with Central
America and the Dominican Republic would effectively create the second—largest U.S. export.
market in Latin Amenca {$16 billion), behind only Mexico, and the 14 largest U.S. export
market in the world. The market access and trade disciplines provided by the CAFTA-DR offer

. an opportunity to expand U.S. exports to-a regwn that is already seeing high export growth rates.

~ U.S. export growth to the CAFTA-DR region has outperformed overall U.S. exports. From 2000
to 2004, export shipments to CAFTA-DR destinations grew by almost 16 percent, compared with
less than 5 percent for overall U.S. exports.

Expanding Economic Opportunities Jor.U.S. Manufacturers, Workers, and Farmers
|

The Central American countries, as "well as the Dominican Republic, are natural trading partners

" of the United States; U.S. ﬁrms already enjoy about a forty percent share of the Central American
and Dominican import markets Geographic proxumty and close cultural and family ties
strengthen the economic relationship. The region, with a population of about 44 million,’ is only
a2-2 ‘/z hour flight from either Miami or Houston. -

Rermttances from relatxves in the United States to our CAFTA-DR partners are an important and
rapidly growing source of foreign exchange throughout the region and help to fund imports of
U.S. goods and services. Most U.S. firms that do business in the Caribbean Basin already operate
on a regional basis. The CAFTA-DR would bring about additional oppoﬂ:umtxes to harmonize
and integrate this market and allow U.S. businesses to better serve the region.

Leveling the Playmg Field
The CAFTA-DR will level the playing field for U.S. businesses that sell to Central America and
* the Dominican Republic. In 2004, over 80 percent of the CAFTA-DR countries” goods
exports to the United States came in duty-free under unilateral U.S. trade preference
programs, such as the Caribbean Basin Initiative (CBI) and the Generalized System of
Preferences (GSP), or-under zero MFN tariffs. The CAFTA-DR will open reciprocal
trade benefits, ehmmatmg tariffs and reducing barriers, also, to U.S. .exports to the |
region. In addition, U.S. products currently face a competitive disadvantage because Central |
American countries, as well as the Dominican Republic, have been active in negotiating free trade
agreements with other countries. Central America grants preferences to products from Mexico,
: Canada, Chile, and other South American nations under more than twenty trade agreements. The
= : Dominican Republic has signed free trade agreements with the Central American Common
' Market countries as well as the Caribbean Community countries. The CAFTA-DR would ensure
that U.S. companies are no longer disadvantaged as a result of these trade agreements.

Advancing the U.S. Trade Agenda

The CAFTA-DR is a key part of America’s regmnal and global eﬁ‘orts to open markets and -
enable U.S. businesses to sell goods and services around the world. The CAFTA-DR will lend
momentum to the completion of complete the Free Trade Area of the Americas (FTAA) and
signals that Central America and the Dominican Republic are ready to join the United States,

- - Mexico, Canada, and Chile as free trade leaders in the hemisphere. As these countries’ stake in
the trading system expands, we will look for new opportunities to work together in other - A
multilateral negotiations such as the World Trade Organization (WTO). The common disciplines
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. chapters, are also very important to SME’s, which may not

and trade ObjeCthCS developed through the CAFTA-DR will enhance the abthty of all parttes to
forge consensus in.the WTO.

Supporting Democracy, Economic Reform, and Regional Integration

The CAFTA-DR promotes close cooperation among the Central American countries and with the

‘Dominican Republic, thereby advancing regmnal integration and contributing to greater peace,

economic cooperation, and stability in the region. During the past two decades, the Central
American countries and the Dominican Republic have established democratic systems of

' government and have implemented economic reforms to promote privatization, competition, and

open markets. The United States has supported this transition to democratic. institutions,
enhanced economic growth, and security for human rights through a number of programs,
mcludmg the Canbbean Basin Inittative.

- The CAFI‘A-DR commits the Central American countnes and the Dominican Repubhc to adopt -

more open and transparent procedures, which should deepen the roots of democracy, civil society,

.and the rule of law in the region, as well as reinforce market reforms. These reforms, coupled

with increased trade and investment flows, should promote expanded growth and openness in the

. region, as well as support common efforts to achieve stronger labor and environmental protection.

The United States and the other CAFTA-DR Parties take an aggressive and cooperative approach

to ongoing efforts.to improve labor protections through 1) requiring effective enforceiment of
existing labor laws and 2) building local capacity to improve worker rights.

- SMALL AND I\’IEDIUM-SIZED ENTERPRISES: KEY EXPORTERS TO

CENTRAL AIVIERICA AND THE DOMINICAN REPUBLIC

The CAFI‘A-DR will be of particular benefit to small and medium-sized enterprises (SME’s). In .
2002 small and medium-sized enterprises (enterprises with 500 or fewer employees) were
responsible for an estimated thirty-seven pércent of the value of U.S. merchandise exports to the
Dominican Republic and Central-America. This was consxderably greater than the twenty-six
percent SME share of global U.S. merchandise exports.*

Small and medium-sized enterprises particularly benefit
from the tariff-climinating provisions of free trade .
agreements, and should benefit from the significant tariff
cuts required under the CAFTA-DR. The transparency
obligations, particularly those contained in the customs

have the resources to navigate customs and regulatory red
tape. '

Small businésses have taken advantage of previous trade

agreements designed to eliminate trade barriers. In 1992, SME’s accounted for only twenty-four -
* percent of exports to our NAFTA partners, Canada and Mexico. In 2002, the SME share of this
growing export market rose to thirty percent.




-~ ENHANCED MARKET ACCESS TO THE DOMINICAN REPUBLIC AND
CENTRAL AMERICA: LATIN AMERICA’S NEWEST EMERG[NG
MARKETPLACE

More than eighty percent of U.S. exports of consumer and industrial products to Central America
and the Dominican Republic will be duty-free immediately upon entry into force of the
Agreement, with remaining tariffs phased out over ten years. Key U.S. exports, such as
information technology products, agricultural and construction equipment, paper products,

- chemicals, and medical and scientific equlpment will gain immediate duty-free access to Central
America and the Dominican Republic.’

Best Prospects For I_r_zéreased Market Growth For Non-Textile Industrial Goods

Information Technology Products Eighty percent of U.S. imports from Central

. ' America and the Dominican Republic now eriter the
All U.S. Information Technology Agreement United States duty-free, while U.S. exporters to
(ITA) product exports to Central America and Central America and the Dominican Republic
the Dominican Republic will be duty-free || ‘currently face significant tarifs..
immediately upon implementation of the

: . Benchmark Central American/DR tari imports |
Agreement. U.S. exporters of information mark Centra] America ar. ﬁ‘s on imports

of industrial goods from.the United States

technology (best prospects include circuit !l Motor Vehicles and Parts 1%
" . switching equipment, computers and Wood Products : 10 %
peripherals, cables, routers, and cellular Textile, Apparel & Leather Products 10%
~ services equipment, including base stations, Chemicals, Petroleum, Coal, Rubber 5%
radio trunking equipment, handsets) will all Ferrous Metals . 63%
benefit from the Agreement. The CAFTA- Other Metals and Metal Products , 35%
DR countries are forging ahead into the digital ;‘mﬁmﬁlﬁ ii :ﬁ» .
] ; : 4%
age. -In Guatemala, for instance, demand for Other Machinery and Equipment 4 %

telecommunications equipment is expected to

J 0,
grow at an annual rate of ten to fifteen percent Other Matmfacmes 1%
over the next 2 to 3 years. U.S. exports of The CAFTA-DR Eliminates TanﬁSpikes, including
ITA products to the CAFTA-DR region in '« El Salvador’s 30 % autos tariff; -
2004 were $1.8 billion. * Guatemala’s-23 % tariff on certain footwear.
o ‘ * Plastics and cosmetics tariffs up to 15 %.
T ‘Chemicals * Air conditioning and reﬁ1gerauon equipment

facing tariffs up to 15 %.

¢ 15 %percent tariffs on some building products
such as valves and home construction accessories
including fixtures, sinks and doors.

U.S. exporters of chemical and related -
products will benefit from the CAFTA-DR
tariff reductions, particularly with regard to .
exports of plastics and cosmetics, where Source — Benchmark tariffs: USITC Publication 3717
tariffs range up to fifteen percent. Tariffs on U.S.-Central America-Dominican Republic Free
nearly three-quarters of U.S. chemical exports {| Trade Agreement: Potential Economywide and .

will be eliminated immediately upon entry Selected Sectoral Effects, Table 4.2

into force of the Agreement. For fertilizer and A
agro-chemical products, the news is even better. Ninety-one percent of U.S. fertilizers and agro-
chemicals exports will be duty-free immediately upon entry into force of the Agreement, an

" important boost to a sub-sector that has seen declining exports to the region. U.S. chemical
exports to Central America and the Dominican Republic reached $1.4 billion in 2004,




Industrial Machinery :

Ninety-two percent of U.S. capital goods exports to Central America and the Dominican Republic
“will be duty-free immediately upon implementation of the CAFTA-DR. U.S. exporters of food
processing, storage and packaging equipment, agricultural machinery (including irrigation
equipment) and heating and cooling equipment will benefit signiﬁcantly from the Agreement.
The construction and tourism boom, coupled with an increase in non-traditional agricultural
production in Guatemala and Honduras and the increase in the processed food market, will
continue to fuel demand for specialized machinery. The CAFTA-DR better positions U.S.
exporters to take advantage of this expanding market, particularly in the heating and cooling
equipment sub sectars where tariffs currently range up to fifteen’ percent. In 2004, U. S exports of
. machinery to the CAFTA-DR region were $935 million.

Electrical Pawer Generati’on and Distribution Equipment

Electrical power generation and distribution equipment, including transmission and distribution-
related equipment, meters, regulators, boxes, switchers, converters, pumps, etc., are best
prospects for export to Central America and the DominicanRepublic. Tariffs in the energy sector
range up to twenty perccnt Overall, ninety-six percent of U.S. exports of energy product exports
to Central America and the Dominican Republic will receive duty-free treatment upon

. implimentation of the CAFTA-DR. The Agreement will improve U.S. competitiveness in this
sector at a key point in time. The Central American countries have launched an inter-regional
energy trading system, which will present an opportunity for sales of energy equipment as the
‘countries upgrade their systems. Increasing energy demand as well as investment in rural
electrification projects will provide opportunities for increased export sales. Major projects, such
-as the Government of El Salvador’s plans for a 100 MW thermal generatlon plant in the near
future, a project estimated to cost $100 million, as well as two major hydroelectric projects, will
keep demand for energy-related products high. In 2004, U.S. exports of energy products to
Central Amenca and the Domlmcan Repubhc were approximately $726 million. 4

Envn"onmental Technologies

Virtually all U.S. envnomnental technology product exports to Central America and the
Dominican Republic, with the exception of miscellaneous plastic items, will recgive 1mmed1ate
duty-free treatment. The Agreement includes environmental obligations as part of the core text of
‘the Agreement and provides a cooperative framework for environmental capacity building. This
should help spur demand for environmental technologies. The elimination of tariffs is an
important competitive boost to.a sector where ninety-nine percent of compames in the United.
States are small enterprises.

Central American and Dominican Repubhc tariffs on some environmental goods are as high as
twenty percent. The Salvadoran Ministry of Environimental and Natural Resources, as well as,
pnvate industries, are starting projects to recycle and treat solid waste material — other countries
in the region need to address this and other environmental issues. U.S. exports of environmental
technologies to Central America and the Dominican Repubhc were valued at $307 million in
2004.




Medical Equipment

Ninety-eight percent of U.S. medical equipment exports to Central America and the Dominican

Republic will receive duty-free treatment immediately upon entry into force of the Agreement.

- Tariffs on medical equipment range up to twenty percent on some medical and dental furniture.
U.S. suppliers will be well positioned to take advantage of growing demand for medical
equipmcnt and supplies. In Costa Rica, for example, demand for medical equipment is expected
to increase dramatically, as most hospitals need to replace obsolete equipment. The Costa Rican

. government has already approved several programs for large-scale purchases of modern medical
- equipment as part of an effort to upgrade the public and pnvate health sectors. U.S. exports of

, medlcal equipment and supplies to the CAFTA-DR region in 2004 were $213 million.

E Constructzon Eguzgment and Building Suggltes

Nmety-mne percent of U.S. construction equipment exports and over fifty-five percent of

- building supply exports will be duty-free immediately upon entry into force of the Agreement,

" Current tariffs on construction equipment range from zero to fifteen pércent. Central American
tariffs on building supphes are higher on average than for other products in the region, with the
highest tariffs ranging up to fifteen percent for products such as valves and home construction
accessories including fixtures, sinks and doors. Tractors, road building/paving equipment, items
required for heavy infrastructure (hotels, roads, bridges), and residential housing (low, medium
and high-end) are all best prospects for export under the CAFTA-DR. Construction is booming
in both the Dominican Republic and Central America. In the Dominican Republic tourism-
related construction is leading the boom, In Costa Rica, where the construction sector has been
identified as ore of the most dynamic sectors of the économy for the past three years, private .
sector construction (building of residences, warehouses, industrial plants, offices, shopping malls,
supermarkets, schools and hospmils) is taking the lead. In 2004, U.S. exports of construction
equipment to the CAFTA-DR region were apprommatcly $85 million, and building products

- exports were over $136 million.

- Automotive Parts and Services Egizigment

The CAFTA-DR w1Il eliminate Central American and Domm1can tanffs on autos and parts that
average from about four to nine percent and range as high as thirty percent for certain products.

Automotive parts, accessories and semce equipment are the best prospecw for U.S. exports to the -
region. : :

u.s. exporters wxll also benefit from CAFTA-DR provisions that will allow remanufactured auto ‘
parts to receive beneﬁts under the Agreement

AGRICULTURAL I’RODUCTS

: Although the Umted States exported $1.8 billion in farm products in 2004, CAFTA-DR countnes
. continue to impose high tariffs and other barriers on most agricultural products. Removing
existing trade barriers between the United States, the five Central American countries and the
Dominican Republic will create important new export opportunities for U.S. farmers, ranchers
.and processors. Moreover, because the U.S. market is lready largely open to agncultural
imports from these countries, the CAFTA-DR will result in only limited increases in imports.
‘With consumption stagnant for many agriculture products in the United States, access to growth




markets such as those in Central America and the Dominican Republic is critical for the
expansion and profitability of U.S. agriculture.

The average WTO bound tariff on agricultural products is forty-two percent in Costa Rica, forty
percent in the Dominican Republic, forty-one percent in El Salvador, forty-nine percent in
Guatemala, thirty-five percent in Hondutas, and sixty percent in Nicaragua. Applied tariffs may
- be lower on specific products, but in many cases these tariffs constrain U.S. exports. Moreover,
without the CAFTA-DR, there is no assurance that the Dominican Republic and Central
American countries will not raise these tariffs to their WTO bound rate. In contrast, under the .
Caribbean Basin Initiative, the United States allows over ninety-nine percent (trade weighted
basis) of Central American and Dominican Republic exports to enter duty-free, effectively .
preserving tariff protection only for out-of-quota unports of products under U.S. tanff-rate quota
(“TRQ), programs. :

.Best Prospects For Market Growth For Agricultyral Goods

Beef, Pork and Poultry

us. poultry and livestock producers are among the most efﬁcxent in the world, producmg high
quality product at competitive prices. Under the Agreement, duties on all poultry and livestock
-products will be eliminated, either immediately or through tariff phase-outs. As a result, U.S.
exports will benefit from access to the vibrant tourist industry in the regxon where there is strong

demand for high quality product, as well as the ability to sell into the growing domestic market in
these countnes

Current import duties on U.S. beef exports are as high as thirty percent, and under WTO rules

- CAFTA-DR countries may charge duties as high as seventy-nine percent. From 2001 through
2003, U.S. suppliers annually shipped on average $10.6 million worth of beef to all six countries
combined. U.S. beef exports worldwide; including to CAFTA-DR countries, were severely

.impacted in 2004 by BSE-related bans. Under the Agreement, duties on the products most
important to the U.S. beef industry — prime and choice cuts — will be eliminated immediately in
the Central American countries, while the Dominican Republic will establish a zero duty TRQ on
these products which expands annually as tariffs are eliminated. Duties currently applied to
certain other beef products and beef offals will be phased-out in 5 to 10 years by the CAFTA-DR
countries. In addition, some immediate duty-free access will be provided on other beef cuts

' through other TRQs, which will expand annually as tariffs are eliminated. The CAFTA-DR
countries will ehmmate all tariffs on beef and beef products within 15 years.

- us. pork exports currently face duties as high as forty-seven percent, and the WTO permits
duties as high as sixty percent. From 2002 through 2004, U.S. suppliers annually shipped on
average $20.5 million of pork to all six countries combined. Each CAFTA-DR country will
provide immediate duty-free access on pork cuts through TRQs amounting to 13,613 metric tons
which expand annually as tariffs are eliminated. Most countries will 1mmedxately eliminate
tariffs on bacon and certain offal products. All CAFTA-DR tariffs on pork will be ehmmated
within 15 years.

Current import duties on U.S. poultry exports are as high as one hundred sixty-four percent, and
-~ WTO rules permit duties as high as two hundred fifty percent. From 2002 thirough 2004, U.S.
poultry meat suppliers annually shipped on average $51.4 million to all six countries combined,
and chicken leg quarters accounted for approximately fifty-five percent (in value terms) of this
total Under the Agreement, each CAFTA-DR country will provide immediate duty-free access




. on chicken leg quarters, a product where the United States is the world’s most competitive
exporter, through TRQs that expand annually as tariffs are eliminated. For example, El Salvador,
Guatemala, Honduras and Nicaragua will establish a total initial regional duty-free TRQ of
21,810 metric tons, with individual country minimum TRQ levels, for the first 12 years of the
Agreement. For years 13 through-17 of the Agreement, the level of the TRQ will be established
through negotiations, but will not be less than the amount equal to five percent of regional
chicken production. Costa Rica will establish a 300 metric ton duty-free TRQ for chicken leg
quarters and the Dominican Republic one of 500 metric tons, each expanding by ten percent
annually until duties are eliminated. In addition, many duties on other poultry products, such as
wings, breast meat and mechanically de-boned poultry meat will be eliminated immediately or -
within 5 to 10 years in some countries. Full liberalization of all poultry and poultry products will
occur within 17 to 20 years, depending on the couniry

. The Central Amencan countries and the Dominican Republic are woridng toward the recognition

of the U.S. meat and poultry inspection systems, and it is expected that this process will be
brought to a favorable conchision in the near future.

_ Dairy Products

U.S; dairy producers are very combetitive with producers in the region and will benefit from
opportunities to access a growing market. U.S. exports to the CAFTA-DR countries currently
face duties as high as sixty-five percent, and the WTO permits duties as high as one hundred

" . percent. From 2002 through 2004, U.S. suppliers annually shipped on average $52.4 million of

dairy products to all six countries combined, and the U.S. share of the import market was 10-15
percent.

" ‘The CAFTA-DR countries combined will permit immediate access to over 10,000.metric tons of
U.S. dairy products through TRQs that expand annually as dairy tariffs are phased-out. Under the
Agreement, all tariffs on dairy products will be ehmmated within 20 years for all countries, and -
sooner for some. . :

Sozbeans and Sovbean Praducts

From 2002 through 2004, U.S. suppliers annually shipped on average 203,35 9 metric tons of '
- soybeans, 640,770 metric tons of soybean meal, and 76,286 metric tons of soybean oil, valued at
$50 miltion, $140 million and $38 million, respectively, to the CAFTA-DR countries. Current
import duties on these products range from zero to twenty percent, but under WTO rules the
Central American couritries and the Dominican Republic could impose much higher duties.
Under the Agreement, the CAFTA-DR countries will provide immediate duty-free access on
soybeans. U.S.-suppliers will face zero dutiés on soybean meal, soybean flour, and crude soybean
" oil in most CAFTA-DR countries. Improved access to these markets, which are expected to grow
with rising incomes and population spurring expanded food consumption, will further expand
export opportunities for competitive U.S. producers.

Fruits, Tree Nuts and Vegetables

Fruit and vegetable production in Central America and the Dominican Republic largely ,
complements production in the United States -- climatic, seasonal and geographic differences
serves to limit the direct competition between the regions and encourage trade in both directions.
Removing tariffs on U.S. products will facilitate expanded sales in the region.




U. s. fruit and tree nuts face import tariffs ranging from ﬁfteen to thirty percent in the six

~ countries, while WTO bindings generally range from twenty to sixty percent, with some
approaching one hundred fifty percent. From 2002 through 2004, U.S. suppliers annually -
shipped on average 43,540 metric tons of fruits and nuts valued at $55.5 million to all six
countries, and the U.S. share of their 1mport market was approximately forty percent in 2002.
Apples and grapes, which face tariffs ranging from fifteen to twenty percent, accounted for nearly
half of these U.S. exports. Nearly seventy percent of U.S. fruit and nuts are eligible for
immediate duty-free access under the Agreement, including apples, grapes, pears, cherries,

raisins, peaches, almonds, walnuts, and pistachios. Processed horticultural products such as
.wine, canned peaches and pears, mixed canned ftuit, grapefruit and cranberry juice will receive
duty-free treatment immediately in all six countries. Central American countries also will
-unmedxately eliminate tariffs on frozen concentrated orange juice. The CAFTA-DR countries
will phase-out import tariffs on another twenty-su{ percent of all fruit and nut products over the
ﬁrst five to ten years of the Agreement.

. WTO bound tariffs in the Central Amencan countries and the Dominican Repubhc on vegetables
range from thirty to eighty-nine percent, with applied tates generally fifteen to twenty-five .
- percent. From 2002 through 2004, U.S suppliers to the six countries annually shipped on average
nearly $11 million worth of pulses, and $40.9 million worth of fresh and prepared vegetables,
“including $4.4 million worth of frozen fries. The six countries will open their markets for pulses
through a combination of tariff cuts (including immediate duty elimination on peas and lentils'in
certain countries and five-year phase-outs on lentils, peas and white beans in other countries) and
zero duty TRQs which expand annually as tariffs are phased-out over 15 years. Import duties on
frozen french fries will be immediately eliminated in four countries and phased-out over five or
* six years in the other two countries. U.S. suppliers obtain immediate duty-free access on fresh
and canned sweet corn, lettuce, mushroom, tomato paste, mushrooms and canned asparagus in
some countries, while tariffs on other vegetables, such as cauliflower, broccoli, and lettuce are
phased-out in five to ten years in most countries.

QI‘ ains

U.S. suppliers of grams (wheat, rice, corn and other feed grains) currently face apphed tariffs as
high as sixty percent in the CAFTA-DR countries. U.S. farmers and processors of grains are well
: posmoned to compete in the CAFTA-DR countries, and the Agreement will open an already large
and growing market to increased U.S. exports. As populations increase and diets adapt to reflect
higher lcvels of economic development, demand for these products in the region will expand.

From 2(_)02 through 2004, U.S. wheat suppliers annually shipped on average over 1.2 million
metric tons of common wheat, valued at over $204 million to the six CAFTA-DR countries.
During the same period, U.S. suppliers shipped on average $117 million worth of rice, $303
million worth of corn, and $7 million worth of other grains. U.S. grain suppliers will benefit
from zero tariffs unmedlately on wheat, barley, barley malt in all six countries, as well as on
some processed grain products. Costa Rica and the Dominican Republic will immediately
eliminate the tariff on yellow corn, while the other four countries will provide access through
zero-duty TRQs on yellow corn that total 1,151,259 metric tons initially and grow by five percent
annually as tariffs are phased out: Zero duty TRQs will be established for milled rice by all
countries, and rough rice in all countries except the Dominican Republic, which will have a TRQ
for brown rice. The TRQ access totals over 400, 000 metric tons immediately and grows through
the tariff phase-out period.




Cotton

. From 2002 through 2004, U.S. suppliers annually shippéd on average $73.1 million worth of
-+ cotton to all six countries combined, both to meet domestic demand and as inputs to further

processing. Tariffs will be eliminated immediately for cotton, contributing to the integration of
reglonal production to the beneﬁt of U.S. cotton farmers and manufacturers.

Processed Products

Demand iri Central America and the Dominican Republic for imported processed products has
been expanding substantially in recent years, despite tariffs that can range as high as sixty-six
percent. U.S. food manufacturers, benefiting from dependable commodity suppliers at home and
production and marketing efficiencies, already compete weil in the region. From 2002 through
2004, U.S. suppliers annually shipped on average $180 million worth of candies, distilled spirits,
breakfast cereals, soups, pet food, cookies and other prepared foods to the six CAFTA-DR
countries. All CAFTA-DR countries will inmediately eliminate tariffs on certain cooldes and
breakfast cereals. Most countries will immediately provide duty-free access on whisky and other
distilled spirits. "U.S. suppliers of pet food, other cereals, cookies and food preparations will '
benefit from immediate duty elimination in some countries, and tariff phase-outs, generally over:
five to ten years, in other coun(nes

' TEXTILES AND APPAREL

The CAFTA-DR region is an important market for U.S. yarn and fabric manufacturers. In 2004,
the United States sold $4.15 billion worth of yamns and fabrics to CAFTA-DR countries and sixty-
one percent of apparel shipped from Central America and the Dominican chubhc qualified

-under the Caribbean Basin Trade Partnership Act (CBTPA) provision requiring the use of U.S.
.yarns and fabrics. In contrast, Asian apparel producers use very little U.S. yarn or fabric. The

‘CAFTA-DR will help retain and promote textiles trade with Central America and the Dominican
Republic, a benefit to U.S. exporters.

The followmg identifies the key textile and apparel features and benefits contamed in the
CAFTA-DR:

* Regional yarn forward rule of origin — over ninety- percent of apparel must be made of

regional yamns and fabrics in order to qualify for duty-free treatment. The vast majority
of these yarns and fabrics are made in the United States.

o Immediate duty and quota-free trade for qualifying goods, retroactive to J anuary 1, 2004,
has helped induce apparel manufacturers in the region to place orders in 2004 prior to the
implementation of the Agreement, and has helped maintain and strengthen regional -
business partnerships. Keeping assembly in Central America and the Dominican
Republic, as quotas under the WTO ended on December 31, 2004, should contmue to
strengthen sales of U.S. yams and fabrics to the region,

. Customs cooperation prov1s1ons will help prevent uans-smpment and cu'cumventmn of
non-qualifying goods entering the United States.
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- between 1993 and 2003, when they accounted for almost 86.5 million U.S. jobs, or eighty percent

| US. services firms are well positioned relative to their competitors abroad to take advantége of

- companies prepared to meet stringent services demands at home and enables them to compete

. Sﬁeﬁmlined commercial availability (short supply) prdcess will allow use of other yarns
or fabrics if yarns or fabrics are not commerclally available in the reglon to be used in the
production of apparel.’

e Central America, the Dominican Republic and the United States will be able to source
non-elastomeric nylon yarns from Israel, Mexico and Canada, retaining the current
CBTPA provision.

SERVICES SECTORS

The CAFTA-DR countries have made very substantial commitments to liberalization in cross-

border services trade, telecommunications, and financial services. These commitments

significantly improve upon their WTO commitments in terms of sectors covered and elimination v
of restrictions. The CAFTA-DR establishes a solid framework for trade in services by providing

for the elimination of obstacles in most service sectors and regulatory transparency

Why do services commitments matter?

The service sector accounts for the majority of jobs —and most job growth in the U.S. economy
In the United States, private services industries added alinost 17 million new jobs to U.S. payrolls

of private non-farm employment U.S. service exports are a vital part of this picture. For
example, commeicial services exports of $294 billion accounted for twenty-nine percent of total -
2003 U.S. exports, generating a 2003 commercial semces trade surplus of $66 billion which
helped to offset paxt of the U.S. merchandlse trade deficit.’

free trade agreements. The intensity and vigor of the U.S. market give rise to high-quality
abioad. Consumers in the CAFTA-DR countfies value services that help boost their own

productivity and enhance their lives, and look to the United States as a model in terms of
providing hlgh—quahty ‘and-cutting-edge services and technolognes



The CAFTA-DR 'Allows Service Providers to Choo.s‘é Mode of Delivery - a Key Provision

for SME''s

The commitments in services cover both cross-border supply of services (such as services
supplied through electronic means, or through the travel of nationals) as well as the right to’
establish a company in another CAFTA-DR country in order to supply services. The ability of
service providers to choose their mode of providing a service becomes increasingly important as

‘technology makes distance less of a service barrier. Distance learning, for example, ks
+ undergone a dramatic transformation due to technology. Satellites and the Internet are

transforming the world into a-borderless educational arena, benefiting both previously undér-
served citizenries and education entrepreneurs. Although many developing countries still have
limited access to these new technologies, major new investments in telecommunications and
information systems are going to dramatically improve their access, benefiting all “e-service”
providers. L i :

The CAFTA-DR governments are prohibited from requiring a U.S. company to incorporate or -

make any form of local investment when supplying their services on a cross-border basis. In
other words, a U.S. company wishing to provide its service in a CAFTA-DR country is not
required to have any formal presence there. This is a benefit to all U.S. service providers,
especially SMEs, who may neither have the resources to maintain a presence outside of the
United States nor conduct enough business to even need that kind of presence.

- Th

e CAETA-DR‘ Liberalizes an Oneréus Distribution Restriction; Agent-Distributor

Laws

The CAFTA-DR liberalizes restrictive agent-distributor regimes, eliminating laws in several

. Central American countries and the Dominican Republic that restrict U.S. companies’ ability to

choose distributors for their products. These laws, often called “dealer protection” laws were
designed to protect citizens who work as agents or distributors for foréign companies. In
practice, the rules are often very complicated and potentially costly to foreign suppliers, locking
them into inefficient and exclusive distributor arrangements and making it difficult or impossible

 for them to modernize their distribution systems. Foreign companies have, in many cases, been
- forced to pay large fees or penalties to end distribution contracts, even if the contract had already

reached its termination date or the distributor was not doing its job.

The Agreement will liberalize and modify the application of these laws for U.S. companies that
wish to enter the CAFTA-DR marketplace, allowing U.S. businesses the freedom to contract the
terms of new distributor relationships. It creates greater certainty that U.S. companies can enter
into distribution arrangements without facing exorbitant penalties if it becomes necessary to
modify or terminate the arrangement. The Agreement also recognizes international arbitration as
an option for resolution of disputes relating to distributor relationships.

. Sector—sgeciﬁc' Bene{_it; for the Service Sector

Generally speaking, sectoral coverage of the six CAFTA-DR countries is significantly broader
than are the commitments these countries undertook in the WTO General Agreement on Trade in
Services (GATS). One reason is that the CAFTA-DR uses a more inclusive method of sectoral
coverage - the “negative list” approach. This means that every sector is covered unless an
exception is listed and that trade disciplines are automatically. extended to services that have yet




to be created or brought to market. Such automatic coverage of'new services is especially
important to industries where market development, technological advances and innovation
contmuously result in new service offerings and means of delivery. This is particularly i important
in sectors such as communications, express delivery, financial and computer related services.
GATS uses a “positive list,” which means that only those sectors that a country expressly lists are
covered by the Agreement’s national treatment and market access obligations. The CAFTA-DR
countries listed relatively few of the possible 150 different sectors and subsectors in their GATS

commitments, meaning that their GATS commitments are fairly limited.

U.S. service providers should inunediatély benefit from CAFTA-DR commitments in a number
of key areas. Some examples are provided below.

Advertising

" Nicaragua, Honduras, and Guatemalaihave committed to completely .opéning their mﬁ-ket for this

important sector. Although El Salvador maintains a local content quota for commercials, it does
not apply this requirement to foreign-made commercials for imported U.S. goods and services,

* which substantially reduces the negative trade effect of this measure. Inthe GATS, the

Dominican Republic made a partial commitment in advertising, and the remaining f ﬁve CAFTA-

_ DR countries made no commitments.

- Construction and engineering services

Improved regulatory regimes and strong investment environments will stimulate growth
opportunities for construction consultants-and engineers. U.S. companies should benefit froma
reduction in the percentage of Salvadorian ownership required for a ¢onstruction project and the
removal of a number of Guatemalan restrictions on U.S. suppliers of construction and
engineering semces

'Dzstrzbutzon Services, including retail and wholesale services, direct markenng and

dzrect sellzng

Retailers W111 benefit from the removai of barriers that inhibit the movement of industrial and

" consumer goods and agriculture products between manufacturers, wholesalers, retailers, and

consumers, 'Intellectual property rights provisions will ensure the concept brands of franchise -
companies are protected. Retailers working with transportatxon telecommunications, financial,
computer and other service providers may be able to improve and streamline the supply chain to

- better serve consumers in the United States and throughout the hemisphere. Direct marketers .

should have increased opportunities as a result of improved wireless telecommunication services,

Internet service, and commitments in specific sectors such as travel and tourism.

Franchising a

The CAFT A-DR countnes have not scheduled restrictions on market access for franchising,
Furthermore, other CAFTA-DR commitments will benefit U.S. franchisers. Trademark
provisions will protect the franchiser name, tariff liberalization will allow the lower-cost export of
key equipment needed to supply the franchisee, and the elimination or modification of onerous
“dealer act” provisions will allow U.S. companies to terminate a contract with a franchisee for

" just cause. The ﬁanchxsxng market in the CAFTA-DR countries is very strong. It is particularly

appealing to an emerging group of mvestors that includes young professionals who are familiar
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. with U.S. busmess practices and who seek to break away from their family businesses and start.
new undertakings of their own.

Entertainment, including audioVisual and broadcasting

" The CAFTA-DR provides 1mproved market access for U.S. films and television programs over a

variety of media including cable, satellite, and the Internet. This market opening is in contrast
with these. countries’ commitments under the GATS, where Costa Rica, El Salvador, Guatemala
and Honduras made no commitments in this area. CAFTA-DR countries maintained some non-

- conforming mieasures in this sector (for example Costa Rica, El Salvador, and Nicaragua have

local equity requirements for broadcast licenses). A number of other CAFTA-DR provisions will
be beneficial to this sector, The CAFTA-DR provides state-of-the-art intellectual property
protections and prohlblts the unauthorized receipt or distribution of encrypted satellite signals,

- thus preventing piracy of satellite television programming. The CAFTA-DR also provides for

non-discriminatory treatment for digital products such as U.S. software, music, text, and videos.

Environ’mehtal Services

CAFTA-DR countries did not include any restrictions on market access or national treatment in
this area in contrast with the GATS where the six countties made no commiitments in
environmental services. CAFTA-DR countries have been putting a growing emphasis on
environmental protection.” U.S. environmental services providers should benefit from increased

. opportunities in this sector. Environmental technologies, for example, are a U.S. Commercial

Service best prospect for export in El Salvador. El Salvador’s 1998 Environmental Law requires
environmental impact studies for major new investment, including public sector projects, and the
Ministry of Environmental and Natural Resources as well as private industries are starting
projects to recycle and treat solid waste material. Other countries in the region need to address
this and other énvironmental issues.

Express delivery services

The CAFTA-DR services chapter includes an expansive definition reflecting the integrated nature
of express services. The Agreement also affirms existing competitive opportunities in the

'CAFTA-DR region and prevents cross-subsidization from a postal monopoly ‘This is in contrast

with the GATS, where no CAFTA-DR country made a commitment in either postal/courier
services or in express delivery. Improved customs trade facilitation will help express delivery .

. service compames provide better services to customers who are seeking to enhance their

competitiveness in the hemisphere and global market place. Express delivery services are in -
demand from a wide range of companies--from high-tech to agriculture, and autos to retail
services. Speed-to -market, just-in-time inventory processes and total quality management are
critical to success in today’s economy.

Energy Services

Energy demand in Central America and the Dominican Republic is increasing. The Central
American countries are just beginning to establish a system for interregional energy trading and
the CAFTA-DR countries are upgrading their systems. The initial connection between Central
America's northern and southern energy grids was completed in May 2002. Over the next two
years, energy trade will increase as upgrades to the regional transmission line are completed.
New adjustments and reforms to regulations for the electric power sector are being prepared to
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Integration System. Increasing energy demand as well as investment in rural electrification will
also provide opportunities for U.S. energy companies. CAFTA-DR provisions related to
regulatory transparency and investment will also help enhance opportunities for U.S. energy
services firms to provide energy services to Central America and the Dominican Republic. In the
GATS, the CAFTA-DR countries made no commitments in energy services. ' ’

Information Services, including computer related services

The CAFTA-DR, which provides for full market access with no exceptions in this important
sector, is an improvement over the GATS where only Honduras made such commitments. The
CAFTA-DR covers all modes of delivery, including electronic delivery, such as via the Internet.
The “negative” list approach also ensures that rapidly evolving computer services, driven by -
continual advances in technology, will be covered by commitments contained in the Agreement. .
Without such an approach, computer and related services definitions and commitments could
quickly become obsolete as new services are introduced. The CAFTA-DR s protections for
“digital products” and other e-commerce commitments will also benefit U.S. technology service
providers. In addition, as technology users are increasingly purchasing information technology
solutions as a combination of goods'and services, duty-free treatment of technology products
under the CAFTA-DR will also benefit service providers in this sector. New access in such
sectors as banking, financial services, and telecommunications as a result of the CAFTA-DR will
.increase demand for strong software development, data processing, and other information

assure fair competition and to enable participation in the new Central American Energy
|
services. ‘

\

Legal Services

As a result of the Agreement, there are no significant restrictions i_mposéd in the CAFTA-DR
countries on the ability of U.S. lawyers to serve as foreign legal consultants or otherwise to
provide advice and assistance respecting the law they are authorized to practice in the United
States. ' A

" Professional Services, including accounting, legal sérvices, and management consulting

Liberalization in such sectors as banking, investment, and financial services will offer ihcreased
opportunities for professional service providers. However, licenses will continue to be required.
The provisions in the cross-border services chapter provide further assurance that administrative
decisions related to licensing are prompt and fair. This chapter also provides for the Parties to -
support agreements mutually recognizing their qualifications and standards for professional
practice. - : '

FINANCIAL SERVICES

- Improving the conditions for financial institutions to provide services is a key component of the
U.S. trade liberalization agenda. The financial sector is a critical component of a nation’s .
ecoriomy: it not only contributes directly to output and employment but also provides an essential

~ infrastructure for the functioning of the entire economy.

The CAFTA-DR countries’ commitments in the financial services sector include core obligations

of national treatment, most-favored nation treatment, and additional market access obligations for -
investment. The Agreemeént also includes provisions on cross-border trade in financial services,
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V new financial services, reguletory transparency, and objective and mipartxal administration of

domestic regulation. In addition, the Agreement includes important commitments relating to
branchmg, asset management and use of foreign-based portfolio managers by mutual funds

Banking and Securities

- The ﬁnanclal sectors of Central America and the Dormmcan Republic are generally quite open to

foreign investment. The Agreement will lock in rights for U.S. financial service suppliers to
establish wholly-owned subsidiaries or joint ventures. Also, banks will be ensured the ability to
establish a direct branch from abroad in most countries. The Central American countries and the
Dominican Repubhc have committed without reservation to allow their citizens to utilize bankmg

~ and securities services abroad and will also allow U.S.-based firms to offer cross-border services

in Central America and the Dominican Republic in areas such as ﬁnancml information and data

‘processing and financial advisory services.

Asset Management Services

- Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua and the Domnucan Repubhc madeno

commitments in asset management in the 1997 GATS Financial Services Agreement. The
CAFTA-DR provides legal certainty that U.S. asset management firms will be afforded national -
treatment, non-discrimination and the right of establishment in these countries. In addition, the
Agteement includes a specific commitment to permit the cross-border provision of portfolio
management services by asset managers located abroad to collective investment schemes located
in the Central American countries and the Dominican Republic. This important commitment
allows.a U.S. firm to achieve economies of scale and use its global expertise in serving its clients
in those countries. El Salvador and the Dominican Republic have agreed to adopt necessary laws
and regulations within four years to implement this commitment, and Guatemala and | Nicaragua
will implement commitments as soon as the appropriate laws are passed and regulations

established. The financial services transparency commitments in the Agreement also will benefit
the asset management industry.

Insuranc'e

The insurance commitments contained in the financial services chapter of the Agreement are
comprehensive and generally provide good treatment for insurance providers. Commitments are
similar among Nicaragua, Guatemala, El Salvador, Honduras, and the Dominican Republic with
slight differences in terms of timing of implementation of commitments. Significant -
liberalization was achieved with the removal of economic needs tests and foreign equity
limitations. These insurance commitments are s1gmﬁcant improvements over current WTO
obligations. For example, branching restrictions in El Salvador are to be lifted within three years;
those in Guatemala, Nicaragua and the Dominican Republic will be eliminated within four years.
Commitments on expedited availability of new products are alsg included.

Perhaps most significantly, Costa Rica’s insurance sector, whlch is currently dominated by a
monopoly, will be opened for the first tihe under this Agreement. This will occur in four phases.
The first phase of liberalization begins on the date of entry into force of the Agreement. At that
‘time, insurance may be provided on a cross-border basis. Costa Rica will permit the
establishment of representative offices as of July 1, 2007. Full establishment will be perm1tted

January 1, 2008, with choice of juridical form (branching, subsidiary, joint-venture). All lines of




insurance may be sold as of that date, except thud-party auto hablhty and. workman s
cornpensatlon, which will be hberahzed January 1, 2011.

All major aspects of insurance are covered, including life, non-life, reinsurance, intermediation
and services auxiliary to insurance. Key crogs-border insurance products and services are
covered (marine, aviation and transport, reinsurance and intermediation), similar to those in the
. Chile and Singapore free trade agreements, with additional commitments to allow services
necessary to support global accounts and surplus lines.

INVESTMENT

* The CAFTA-DR establishes a secure, '
predictable legal framework for U.S. -
investors in Central America and the The agreement will establish a secure, predxctable legal
Dominican Républic. Foreign direct framework for U‘S investors operating in the Central
investment can contribute significantly American countries. and the Dominican Republic.

to the economic development and
stability of this region, The All forms of i mvestment are protected under the Agtcemcnt,

) T {t including real property, enterprises, debt, concessions, and
Governments of Central America and ! other similar contracts and mtellectual property.

Key Investment Provisions

. the Dominican Republic have
undertaken significant liberalization to U.S. investors enjoy in most circumstances the right to
their investment regimes over the past establish, acquire and operate investments in the Central
decade. U.S. investors, however, - - American countries and the Dominican Republic on an equal
continue to cite complex and confusing footing with local investors, and with investors of other
laws and regulations, market ! 00“11“168 - : '
rtzsi?:et;ﬁn?(}rr;:gm(}gg ce.ntwe: The agreement draws from U.S. legal principles and practices

to provide U.S. investors in the Central American countries
and the Dominican Republic a basic set of substantive
protections that Central Américan and Dominican Republic
investors currently enjoy under the U.S. legal system.

Among the rights afforded to U.S. investors (consistent with -
those found in U.S. law) are due process protections and the
right to receive the fair market value for property that has been
expropriated.

commitments improve transparency and

“remove barriers to investment.

Previously, governments in the region

_ have backed away from commitments

- to investors. For example, U.S.
companies that have entered into
contracts with the Costa Rican
government have faced constitutional
and legal challenges to the execution of*
their contracts. .

Investor tights are backed by an effective, impartial procedure
for dispute settlement that provides for transparent panel
hearings and allows interested parties to submit their views.

~ Central Amcnca and the Dormmcan
‘Repubhc have major infrastructure needs. Increased foreign direct i investment in the CAFTA-DR
region would greatly improve the development of efficient, reliable systems for power genemtlon
water, sewage, transportation, and telecommunications.

Across the CAFTA-DR countries, energy demand is increasing. In Guatemala, for example, the
government has stated that it is looking to the private sector to take the lead in expanding service
" capacity. Costa Rica has placed a priority on infrastructure development (roads, bridges, airport
modemization, port improvements, and rehabilitation of the railroad), which has been offered to
private companies and private consortiums under concession. In addition, the Government of El
Salvador, as well as private industry, is starting projects to recycle and freat solid waste material
-and to develop water treatment facilities. These are just some examples of how the governments

of Central America and thc Dominican Republic can benefit from foreign investment.
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The CAFTA-DR includes an effective, impartial, and transparent investor-state dispute settlement
procedure, which provides investors recourse outside of Central Amnerican and Dominican
Republic courts. This is particulatly important in a region where the slow pace and uncertainty of
legal systems has been an impediment to investment (a commercial dispute within the Costa
Rican legal system can take up to 10 years to be resolved). In addition, under the CAFTA-DR,
investors'will also have recourse to arbitration to enforce certain contractual rights, including any
concessions that governments in Central America and the Dominican Republic may grant to U.S.
investors. ' . ‘

INTELLECTUAL PROPERTY RIGHTS

With the implementation of the CAFTA-DR,
the level of intellectual property protection in
Central America and the Dominican Republic
is expected to improve. Although CAFTA-
DR countries have already made
improvements withregard to the
modernization of their intellectual property *
laws, there are still shortcomings in the laws,
- and enforcement continues to be a challenge.
Implementation. of the signifitant new -
commitments made under the CAFTA-DR
will reinforce national efforts to strengthen IP
laws and enforcement. The CAFTA-DR,
once fully implemented, will establish the
highest level of intellectual property
protection in the Latin American region and
will support the growth of trade in valuable
digital and other intellectual property-based
products.

* All CAFTA-DR countries will improve
their data protection regimes, provide for
protection of plant varieties and institute
stronger penalties for infringement.
Honduras, for example, has already
introduced laws that would provide patent o
-protection for plant varieties and the design of integrated circuits beforé its National Congress.”

* Under the CAFTA-DR, governments must use only legitimate computer software, thus setting a
positive example for private users. In El Salvador, for example; the government has taken
significant steps to legitimize and modernize its software systems.? In Guatemala, while there

- is still pirated software in many offices, the Minister of Economy, who oversees the national
' IPR registry, has already committed to catalogue and properly license software in his ministry
and will promote similar action by his cabinet colleagues.’



_ campaign against copyright and other

.and transparently. This will decrease

. pirated materials out of the CAFTA-DR region.

» The CAFTA-DR provides for tough penaltles for piracy and counterfeltmg In Guatemala, the

government has taken steps to root
out the organized contraband and
smuggling rings that have infiltrated

Key Intellectual Property Provisions

the tax and customs administiations State of the art protection for U.S. trademarks
" and that control much of the traffic ¢ Procedures for registering and maintaining trademarks as well s
in pirated goods.'® resolving disputes should become more efficient and transparent and
' ' less subject to abuse. This will make trademark protection more
‘accessible to small busmesses mterested in the CAFTA-DR

Enforcement remains a concern in the

! ©marketplace.
CAFT. A."DR countries, As t.he Protection for copyrighted works
economies of Central Americaand - | o Copyright-based industries are among the fastest.growing and most
Dominican Republic strengthen, | productive of any sector of the U.S. ¢conomy. They employ new

governments will have additional .
resources to face the challenges dueé to
the lack of personnel and expertise
necessary to wage amore effective

rights,

IP violations. In addition, the Stronger protections for patents & trade secrets

- regional integration that the CAFTA- ¢ Innovation has historically been a driving force in U.S. industry.
DR promotes and CAFT. A’PI.{ . Competitive advantage based on innovation needs to be protected
provisions on customs adxmms&ahon and defended. U.S: companies need access to legal tools in all
should help CAFTA-DR customs markets across the globe.

authorities to operate more efficiently Tough penalties for piracy and counterfeiting
opportunities for corruption and free
up resources that could be used to
improve border measures to keep -

benefit industry and set a precedent throughout the region.

GOVERNMENT PROCUREMENT

Govemnments are typically the single largest purchasing entity in any market. Govérnment
procurement is generally ten to fifteen percent of a country’s GDP. Total GDP of our six

. CAFTA-DR trading partners is over $83 billion, thus total procurement for these countnes is
estimated to be between $8 billion and $12 billion.

. The Agreement’s govemmcnt procurement prov1s1ons provide for non-dlscnnnnatory access to
the procurements of the largest purchasing entities in the CAFTA-DR region. These
‘procurements include sectors where U.S. goods and services companies are very competitive,
including aerospace, energy, health care, construction, envxronmenml technology, and
information communication technology (ICT).

"The Agreement covers the purchases of most Central American and Donumcan Republic central
government entities, including key ministries and state-owned enterprises.” Central America and
the Dominican Republic also agreed to include a vast majority of their provinces and
municipalities. U.S. companies will immediately benefit as CAFTA-DR governments implement
the Agreement’s procurement obligations. Some of these benefits are highlighted below

* Under the CAFTA-DR, Honduras will eliminate the requirement that foreign firms act through
a local agent in order to participate in public tenders,

‘workers in higher-paying jobs at over three times the rate of the rest - [}
of the economy; create new revenue at over two times that rate; and
contribute close to $90 billion to the U.S. economy through foreign
sales and exports. The industries’ principal barrier to-trade is the lack
of effective protection and enforcement of intellectual property

« The high level of enforcement required by the Agreément will




+ The CAFTA-DR requires Parties to apply
fair and transparent procurement

Key CAFTA-DR Procurement Provisions

procedures, and just as importantly, ¢ Central American governments, ministries and

provide timely and effective bid review deparunents cannot apply "buy local" pmvismns

procedures, should there be concerns that discriminate against U.S, suppliers and the

about award of the bids. @ Dominican Republic is phasing out such -

. : provisions. Low-value contracts are excluded and

¢« The CAFTA-DR addresses current the U.S. small business set-asides program remains

inadequate notification procedures and unchanged

prescribes that bids be openfora

N A ¢ The CAFI‘A—DR imposes strong disciplines on
 minimur of fotty days.. governmient procurement procedures, such as

requiring advance public notice of purchases, -

+ The CAFTA-DR clarifies that build- provision of information to all interested suppliers

oget'ate-transfer contracts (BOTs) are regarding covered procurement opportunities, as
within the scope of government well as timely and effective bid review procedures.
- procurement. BOTs act as financing . ‘ ' ‘ '
vehicles for large-scale construction il * The Agreement contains strong provisions to
projects and the building or rehabilitation ensure integrity in government procurement.
of public work facilities and figure CAFTA-DR governments must also institute
prominently in CAFTA-DR governments’ debarment procedures to weed out suppliers that
infrastructure financing plans. The Chile engage in frandulent or illegal actions related to

\

. . . . |

Free Trade Agreement was the first free procurement, This is a- groundbreaking provision. , i

trade agreement to contain this provision |

and it is significant that the CAFTA-DR also contains the guarantee that U.S. suppliers receive
non-discriminatory and transparent treatment when competing for BOT contracts.

. TheDomnucan Republlc will phase out association and participation requlrements placed on
forelgn companies that want to do business w1th the government.

Govemnments are particularly important customers in a number of sectors. For example, the
Costa Rican Social Security System buys approximately eighty-fivé percent of the medical
equipment in Costa Rica. El Salvador’s 1998 Environmental Law requires environmental impact
studies for major new investments, mcludmg public sector projects. Its Ministry of
Environmental and Natural Resources as ‘well as private industries are starting prOJects to teeyele
and treat solid waste matenal

CUSTOMS ADJC[INISIRA TION AND TRADE FACILITATION

The CAFTA-DR requires transparency and efficiency
in administering customs procedures. U.S. exporters
to Central America and the Dominican Republic
should realize significant gains once the Agreement’s
custom administration and trade facnhtatxon provisions
are fully implemented.

Businesspersons frequently face unclear rules, .
inconsistent interpretation of customs regulations and
- directives, and arbitrary clearance procedures that
| ' often delay the importation of merchandise for lengthy
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periods. Furthermore, exporters to the Dominican Republic must obtain from a Dominican
Republic consulate in the United States a “consular invoice” for their goods, and get related:
documents “legalized.” This involves paying a fee and can result in exporting delays.

“The Agreement’s chapter on customs administration and trade facilitation address these and other

customs-related exporter concerns.

Enhanced Transparency The CAf*'l‘A—DR governments must publish their cusfoms laws,
regulations and administrative procedures on the Intemet, thereby greatly increasing
transparency

Elimination of the Consular Transaction - The consular transaction requiremient is elnnmated
for U.S. exports.

Heightened Predictability - Currently U.S. exporters do not have the ability to interact with .

Central American Customs authorities prior to exporting goods. Under the CAFTA-DR,.
exporters may obtain binding advance rulings on tariff classification, origin determinations
and other areas. This important provision will provide exporters predlctabllrty through

eliminating varying mterprctauons of product classification and minimize related delays at -
the port of entry.

"Greater Accountabtlzty' Under the CAFTA-DR’s customs administration provisions, U.S.

companies have rights to a level of administrative review independent of the employee or
office that made the decision, and they also have recourse to use judicial review as an
alternative, :

- Improved Express Deltvery Service - The demanid for express-delivery services is increasing
. rapldly as a result of the growth of electronic commerce, the intemationalization of business,

and rising démand by.manufacturers for outsourced logistic services. The CAFTA-DR
responds to that demand by requiring that, within one year aftet the date the Agreement takes

effect, governments must provide a separate, expedited customs procedure for express

shipments. They must also.change their regulatlons to allow the processing of customs
information related to the express shipment prior to the arrival of the shipment itsélf. Most
importantly, the CAFTA-DR obligates the Agreement countries for the first time to clear
express shipments from the port within six hours of submrsswn of all necessary documents.

" Greater Customs Efficiency Through Technology - Respondmg to U S. exporters’ requests
_ the CAFTA-DR promotes the use of technology, including the electronic submission of

information. This will help expedite procedures for the release of goods, thereby savmg
companies time and money., -

" The Agreement’s customs-related obligations will phase in over three years. In anticipation of

the entry into force of the Agreement, the Central American countries have already made

_ progress on customs and trade facilitation. The countries are working together with the goal of

harmonizing documentation and procedures, allowing electronic transmission of customs
information, and permitting electronic prepayment of charges, tariffs and taxes.

CONCLUSION
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Approving and implementing the Dominican Republic-Central America-United States Free Trade
Agreement is in the best interest of United States commerce. The comprehensive Agreement not
only slashes tariffs, but also reduces barriers for services, provides for leading-edge protection
and eriforcement of intellectual property, keeps pace with new technologies, ensures regulatory
transparency, and requires enforcement of domestic labor and environmental laws, With the
Agreement in place, doing business in Central Amenca and the Dominican Republic will be
easier, faster, and more tmnsparent.

! Global Trade Atlas.
2 IMF Direction of Trade. .
3 Populatlon data — World Bank, 2003 World Development Indicators Database.
4 USDOC/Office of Trade and Industry Information, Derived from Exporter Data Base, Internatxonal Trade
Administration and Bureau of the Census.
5 Industry sector summaries drafted by USDOC, Office of Latin America and the Caribbean, with
significant contribution by USDOC’s Office of Trade Policy Analysis and Commercial Service.
"8 Services Trade Statistics provided by USDOC, ITA/Office of Service Industnes, based on Bureau of
EBconomic Analysis and Bureau of Labor Statistics data. :
! U S. Embassy reporting cable.
U S. Embassy reporting cable.
®U.S. Embassy reporting cable. -
19 U.S. Embassy reporting cable..
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. THE DbMINICAN REPUBLIC - CENTRAL AMERICA — UNITED STATES
FREE TRADE AGREEMENT

'Summary of the Agreement

This summary briefly describes key provisions of the Dominican Republic - Central America —
United States Free Trade Agreement (“Agreement” or “CAFTA-DR”) that the United States has
concluded with Costa Rica, El Salvador, Guatemala, Honduras, and Nicaragua (collectively
“Central Amenca) and the Dominican Republic. ‘

Preamble -

The Preamble to the Agreement provides the Parties’ underlying objectives in entering into the
. Agreement and provides context for the provisions that follow.

Chapter One: Initial Provisions

Chapter One sets out provisions establishing a free trade area, describing the objectives of the
Agreement, and providing that the Parties will interpret and apply the Agreement in light of these
objectives. The Parties affirm their existing rights and obligations with respect to each other
under the Marrakesh Agreement Establishing the World Trade Qrganization (WTO) -and other
agreements to which they are all party. The Parties also agree that they will give effect to the -

- Agreement, including, in the case of the United States, by takmg steps necessary to ensure
observance of prov1smns applicable to state governments.

Chapter Two' General Definitions

Chapter Two deﬁncs certain terms that recur in various chapters of the Agreement

Chapter Three National Treatment and Market Access for Goods

Chapter Three and its relevant annexes and appendices set out the Agreement’s principal rules
governing trade in goods. It requires each Party to treat products from another Party in a non-
discriminatory manner; provides for the phase-out and elimination of tariffs on “originating”
goods (as defined in Chapter Four) traded between the Parties, and requires the elimination of a
wide variety of non-tariff trade barriers that restrict or distort trade flows.

Tariff Elimination. Chapter Three provides for the elimination of customs duties on originating
goods traded between the Parties. Duties on most tariff lines covering industrial and consumer
goods will be eliminated as soon as the Agreement enters into force. Duties on other goods will
‘be phased out over periods of up to 10 years. Some agncultural goods will have longer periods
 for elimination of duties or be subject to other provisions, including, in some cases, the
application of preferential tariff-rate quotas (TRQs). The General Notes to the U.S. Schedule to
Annex 3.3 include detailed provisions on staging of tariff reductions and application of TRQs for
certain agricultural goods. The Chapter provides that the Parties may agree to speed up tariff.
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phase-outs on a product-by-product basis after the Agreement takes effect. Annex 3.3.6 of the
Agreement establishes additional tariff commitments that apply between the Central American
Parties and the Dominican Republic. These commitments largely reflect tariff commitments
these Parties have under an earlier free trade agreement between them. : '

Waiver of Customs Duties. Chapter Three provides that Parties may not adopt new duty waivers |
or expand existing duty waivers conditioned on the fulfillment of a performance requirement.
However, Costa Rica, the Dominican Republi¢, El Salvador, and Guatemala are permitted to
maintain such measures through 2009, provided they do so in accordance with the WTO
.Subs'idie's and Countervailing Measures (SCM) Agreement. Honduras and Nicaragua are
permitted to maintain such measures indefinitely, provided they do so in accordance with the
SCM Agreement. Chapter Three defines the term “performance requirements” so as not to
restrict a Party’s ability to provide duty drawback on goods imported from the other Parties.

Temp'ofary Admission. Chapter Three requires the Parties to provide duty-free temporary
admission for certain products. Such items include professional equipment, goods for display or
demonstration, and commercial samples. The Chapter also includes specific provisions on

| . -transit of vehicles and containers used in international traffic.

" Import/Export Restrictions, Fees, and Formalities. The Agreement clarifies that restrictions

prohibited under the General Agreement on Tariffs and Trade (GATT) 1994 and this Agreement
include export and import price requirements (except under antidumping and countervailing duty
orders) and import licensing conditioned on the fulfillment of a performance requirement, In

~ addition, a Party must limit all fees and charges imposed on or in connection with importation or

exportation to the approximate cost of services rendered. The United States agreed not to apply
its merchandise processing fee on imports of originating goods. The Central American Parties -
and the Dominican Republic agreed not to require a person of another Party to have or maintain a
relationship with a “dealer” as a condition for allowing the importation of a good. These Parties
also agreed not to prohibit or restrict the importation of any good of another Party as a remedy for
a violation or alleged violation of any law, regulation, or other measure relating to the

" relationship between a “dealer” in its territory and a person of another Party.

Distinctive Products. The Central American Parties and the Dominican Republic agreed to
recognize Bourbon Whiskey and Tennessee Whiskey as “distinctive products” of the United -
States, meaning these Parties will not permit the sale of any product as Bourbon Whiskey or
Tennessee Whiskey unless it was inanufactured in the United States in accordance with
applicable laws and regulations. i

Committee on Trade in Goods. Chapter Three also establishes a Committee on the Trade in
Goods to consider matters arising under Chapters Three, Four, and Five. The functions of the
Committee are to promote and address barriers to trade in goods and to provide advice and
recommendations on trade capacity building with respect to matters covered by Chapters Three,
Four, and Five. : ' )



Agriculture

TRQs. - Chapter Three requires that TRQs be administered in a'manner that is transparent, non-
discriminatory, responsive to market conditions and minimally burdensome on trade and allows
importers to fully utilize import quotas. In addition, the Chapter provides that Parties may not
condition application for, or utilization of, import hcenses or quota allocations on the re-export
of an agricultural good.

- Export Subsidies. Each Party wﬂl eliminate export subs1d1es on agncultural goods destined for

another CAFTA-DR country. Under Articlé 3. 14, no Party may introduce or maintain a subsidy
on agncultural goods destined for another Party unless the exporting Party believes that a third
country is subsidizing its exports to that other Party.” In such a case, the exporting Party may
initiate consultations with the importing Party to develop measures the importing Party may
adopt to counteract such subsidies. If the importing Party agrees to such measures, the exporting
Party must refrain from applying export subsidies to its exports of the good fo the- 1mportmg

Pafty

Safeguards. Chapter Three sets out a transitional agrioultural safeguard mechanism that allows.a

Party to impose a temporary additional duty on specified agricultural products if imports exceed
an established volume “trigger”. The safeguard measure will remain in force until the end of the
calendar year in which the measure applies. A Party may not apply an agricultural safeguard on a
good after the date that the good is subJect to duty-free treatment under the Party’s Schedule to
Annex 3.3 of the Agreement :

A Party may not apply a safeguard measure to a good that is already the subject of a safeguard

measure under either Chapter Eight (Trade Remedies) of the Agreement or Article XIX of GATT
1994 and the WTO Safeguards Agreement. All agricultural safeguard measures must be applied
and maintained in a transparent manner and the Party applying such a measure must, upon
request, consult with the other Party concerning the application of the measure.

"No Party may impose safeguard duties pursuant to the WTO Agreement on Agriculture on

originating goods.

Sugar The Agreement contains several unique features applicable to unports of sugar into the

. United States. First, imports.under the TRQs created in the Agreement will be limited to the

lesser of (i) the quantity established in the TRQ, or (ii) the exporting Party’s trade surplus in

- specific sugar goods. (A Party’s “trade surplus” is the amount by which its exports to all

destinations exceed its imports from all sources in specified sugar and sweétener goods, except

‘that a Party’s exports of sugar to the United States and its imports of high fructose corn syrup

from the United States are not included in the calcuilation of its trade surplus ) The aggregate
quantities established in the TRQs are modest — 107,000 metric tons in the first year. The -
maximum quantities increase to approximately 151,000 metric tons in year 15 of the Agreement.
The United States will also establish a quota for specialty sugar goods of Costa Rica in the
amount of 2,000 metric tons annually. Second, unlike other commodities, the United. States will
not eliminate its over-quota duty on sugar imports under the Agreement. Lastly, the Agreement



includes a mechanism that allows the United States, at its optlon to provide some form of
alternative compensation to CAFTA-DR country exporters in place of i imports of sugar.

Ethanol. In the General Notes to the Schedule of the United States to Annex 3.3 of the
Agreement, the United States agreed to continue to treat the Central American countries and the

- Dominican Republic as beneficiary countries under the Caribbean Basin Initiative (CBI)

pfeference program with respect to ethanol imports. Accordingly, the Central American
countries and the Dominican Republic will continue to share in the duty-free quota that the
United States makes available to CBI beneficiary countries. The United States also agreed to
establish country-specific allocations for Costa Rica and El Salvador, but did not increase the

" total quantity allowed under the CBI quota.

* Additional Provisions. Chapter Three provides for the creation of a Committee on Agricultural

Trade. The Committee will be established within 90 days of entry into force of the Agreement
and will provide a forum for promoting cooperation in the implementation and administration of
the. Agreement, as well as for consultations on matters related to the agricultural provisions of the
Agreement. The Chapter also provides for the establishment of an Agriculture Review

‘Commission. The Commission will be established 14 years after entry into force of the
. Agreement and will review the implementation and operation of the Agreement as it relates to

trade in agricultural goods, including whether to extend the agricultural safeguard mechanism.
Futther, the Chapter provides that the Parties will consult on and review the operation of the

- Agreement as it relates to trade in chicken nine years after entry into force of the Agreement.

Textiles and Apparel

Chapter Three also sets out various provisions spec1ﬁcally addressmg trade in textlle and apparel

‘goods.

Tarzﬁ” Elimination. Duties on nearly all originating textlle or apparel goods will be eliminated
when the Agreement enters into force.- Moreover, the preferential duty treatment under the
Agreement may, on a reciprocal basis, be made retroactive to January 1, 2004.

Safeguards. The Chapter establishes a transitional safeguard procédure for textile and apparel
goods, under which an importing Party may temporarily impose additional duties up to the level
of the normal trade relations/most-favored-nation (NTR/MFN) duty rates on imports of textile or

“apparel goods that cause, or threaten to cause, serious damage to a domestic industry as a result

of the elimination or reduction of duties under the Agreement. An importing Party may impose a
textile safeguard measure only once on the same textile or apparel good. The measure may not
be in place for more than three years. The ability to impose textile safeguards lapses five years

_after the entry into force of the Agreement. A Party may not apply a textile safeguard measure to

a good while the good is subject to a safeguard measure under (i) Chapter Eight (Trade
Remedies), or (ii) Article XIX of the GATT 1994 and the WTO Agreement on Safeguards.

A Party imposing a safeguard measure must provide the exporting Party with mutually agreed-
upon compensation in the form of trade concessions for textile or apparel goods that have



- substantially equivalent value to the increased duties resulting from application of the safeguard
measure. If the Parties cannot agree on compensation, the exporting Party may raise duties on
any goods from the importing Party in an amount that has substantially equivalent value to the
increased duties resultlng from application of the safeguard measure.

" Rules of Origin and Related Matters. Under the Agreement, a textile or apparel good will
generally qualify as an “originating good” only if all processing after fiber formation (e.g., yarn-
spinning, fabric production, cutting, and assembly) takes place in the territory of the United
States or another CAFTA-DR Pany, or if there is an applicable change in tariff cla551ﬁcat10n
under the specific rules of origin contained in Annex 4.1 of the Agreement.

Chapter Three sets out special rules for determining whether a textile or apparel good is an
“originating good,” including a de minimis exception for non-originating yarns or fibers, a
process for designating inputs not available in commercial quantities, a rule for treatment of sets,
an exception for use of certain nylon filament yarn, and consultation provisions.

The de minimis rule applies to goods that ordinarily would not be considered originating goods
. because certain of their fibers or yarns do not undergo an applicable change in tariff
classification. Under the rule, the Parties will consider a good to be originating if such fibers or
yams constitute ten percent or less of the total weight of the component of the good that
determines origin. - This special rule does not apply to elastomeric yarns. :

Annex 3.25 of the Agreemerit sets.out a list of fabrics, yarns, and fibers that the Parties have

determined are not available in commercial quantities in a timely manner from producers in the

United States or the other CAFTA-DR countries. A textile or apparel good that includes the

. fabrics, yarns, or fibers included in this list will be treated as if it is originating for purposes of
the specific rulés of origin in Annex 4.1 of the Agreement, regardless of the actual origin of those
inputs. Chapter Three establishes procedures under which the United States will deterinine
whether additional fabrics, yarns, or fibers are not available in commercial quantities in the
United States or the other CAFTA-DR countries. The United States may also remove a fabric,
yarn, or fiber from the list if it determines that the fabric, yam or fiber has become available in
commercial quantities.

Appendix 4.1-B of the Agreement provides that for purposes of determining whether woven

. apparel (of chapter 62 of the HTS) is originating, materials used in the production of the article
that are produced in Canada or Mexico will be treated as if the materials were produced in a
CAFTA-DR country, provided that Canada and Mexico, respectively: (i) provide reciprocal
treatment for U.S: -produced inputs under their free trade agreements with the other CAFTA-DR
countries; and (ii) agree with the United States to textile verification procedures that are

' substantlally similar to the procedures under the CAFTA-DR.

- This treatment of woven apparel made with Canad1an or Mexman materials is subject to an
overall quantitative limit, which is set initially at 100 million square meter equivalents, and to
subhm1ts for trousers and skirts, jeans, and tailored wool apparel. The overall limit may increase
to a maximuin of 200 square meter equwalents with correspondmg increases in the sublimits,




based on the percentage increase in U.S. imports of originating woven appare] from the other
CAFTA-DR countries. The overall limit may also i increase as a result of negotiations between
the Parties followmg entry into force of the Agreement. :

Customs C’ooperatzon. Chapter Three commits each Party to cooperate to enforce or assist in.'
enforcing laws related to trade in textile and apparel goods, to ensure the accuracy of claims of

qrigin, and to prevent circumvention of laws of the Parties or agreements affecting trade in textile

and apparel goods. - The Parties. also agreed that, under certain circumstances, the exporting Party
must conduct a verification to determine that a claim of origin i$ accurate, or to determine
compliance with relevant laws. Such a verification may include site visits to the premises of the

.exporter or producer of the goods in question. If there i$ insufficient information to make the

relevant determination, or if an enterprise provides incorrect information, the importing Party
may take appropriate action, which may include denying application of preferential tariff
treatment or denying entry to the goods in question. Further, any Party may convene

- consultations to resolve technical or intetpretive issues arising with respect to customs-

cooperation or may request technical assistance from another Party in 1mplementmg the customs
cooperation provisions.

Additional Provisions. Chapter Three provides for duty-free treatment for goods that an

importing Party and exporting Party agree qualify as handmade, hand-loomed, or traditional .
folklore goods. Separately, the Chapter establishes that, for the first two years of the Agreement,
the United States will charge duties that are half the NTR/MFN rate for a limited quantity of
tailored wool apparel goods assembled in Costa Rica regardless of the origin of the fabric used to
make the goods. Moreover, for the first ten years of the Agreement, the United States shall
provide preferential tariff treatment to cotton and man-made fiber apparel goods assembled in
Nicaragua that do not qualify as “originating” goods. The United States also agreed that goods
assembled in CAFTA-DR countries from U.S. components with U.S. thread that do not qualify
as “originating” goods will be subject to NTR/MFN duties on only the value of the assembled

‘good minus the value.of U.S. components used in the good.
"~ Chapter Four: Rules of Origin and Origin Proéedures |

. To benefit from various trade preferences provided under the Agreement, mcludmg reduced

duties, a good must qualify as an “originating good™ under the rules of origin set out.in Chapter

. Four and Annex 4.1. These rules ensure that the special tariff and other benefits of the

Agreement accrue pnmanly to firms or mdmduals that produce or manufacture goods in the
Parties’ territories.

Key Concepts. Chapter Four provides general criteria under which a good may quahfy asan
“originating good:”.

'« When the good is:wholly obtained or‘produced in the territory of one or more of the

Parties (e.g., crops grown or minerals extracted in the United States); or




¢ ' When the good: (1) is manufactured or assembled from non-originating materials that
undergo a specified change in tariff classification in one or more of the Parties; or (2)
meets any applicable “regional value conteént” requirement (see below); and (3) satisfies
all other requirements of Chapter Four, including Annex 4.1 0r

e When the good is produced in one or more Parties entirely from “originating” materials.

De Minimis. Bven ifa good does not undergo a specified change in tariff classification, it will be
treated as an originating good if the value of non-originating materials that do not undergo the

. required tariff shift does not exceed 10 percerit of the adjusted value of the good, and the good

otherwise meets the criteria of the Chapter. . ThlS de minimis requirement does not apply to
certain agricultural and textile goods.

: Regionai Value Content. Some ori'gin rules under the Agreement require that certain goods meet

a regional value content test in order to qualify as “originating,” meaning that a specified

- percentage of the value of the good must be attributable to originating materials. In general, the

Agreement provides two methods for calculating that percentage: (1) the “build-down method”
(based on the value of non-otiginating materials used); and (2) the “build-up method” (based on
the value of originating materials used). The regional value content of certain automotive goods,
however, may be calculated on the basis of the net cost of the good. Finally, accessories, spare

+ parts, and tools delivered with a good are considered part of the material making up the good so

long as these items are not separately classified or invoiced and their quantities and values are
customaxy The de minimis rule does not apply in calculatmg regional value content.

Clazms Jor Preférentzal Treatrent. Under the Chapter, importers who wish to claim preferential

tariff treatment for particular goods must be prepared to submit, on the request of the importing

Party’s customs authority, a statement explaining why the good qualifies as an originating good.
A Party may only deny preferential treatment in writing, and must provide legal and factual
findings. The Chapter establishes a procedure for filing post-importation claims for preferential
treatment up to one year from importation and for seeking a refund of any excess duties paid.

- Chapter Four also provides that a Party will not penalize an importer if the importer promptly -

and voluntarily corrects an incorrect claim and pays any duties owed within one year of
subm1ss1on of the claim. -

Verification. For purposes of determmmg whether a good is an ongmatmg good, each Party
must ensure that its customs authority may conduct verifications. Where an importing Party
determines through verification that an importer, exporter, or producer has engaged in a pattern

‘of conduct in providing false or unsupported statements, declarations, or certifications that a -

good is an originating good, the Party may suspend preferential tariff treatment to identical goods
covered by subsequent statements, declarations, or certifications by that importer, exporter or

‘producer until the importing Party determines that the importer, exporter, or producerisin -
compliance with the Chapter.

Additional Rules. Chapter Four further delineates spgciﬁc rules with respect to the treaﬁnent of
(1) packing materials and'conta_iners; (2) indirect materials; (3) fungible goods; and (4) sets of




goods. The Chapter provides that Parties may not treat a good as originating if the good
undergoes production outside the territories of the Parties or does not remain under the control of
customs authorities in the territory of a non-Party. Chapter Four also calls for the Parties to
publish guidelines for interpreting, applying, and administering Chapter Four and the relevant
prov1s1ons of Chapter Three.

Chapter Flve: Customs Adminis‘tration and Trade Facilitation

Chapter Five establishes rules designed to encourage transparency, ptedxctabxhty, and efficiency
in the operation of each Party’s customs procedures and to prov1de for cooperation between the
Parties on customs matters.

GenAeral'Principles. Chapter Five commits each Party to observe certain trahsparency

‘Obligations. Bach Party must promptly publish its customs measures, including on the Intemet,

and, where possible, solicit public comments before amending its customs regulations. Each
Party must also provide written advance rulings, on request, to its 1mporters and to exporters and
producers of another Party, regarding whether a product qualifies as an “originating” good under
the Agreement, as well as on other customs matters. In add1t10n, each Party must guarantee
importers access to both administrative and judicial review of customs decisions. The Parties

‘must release goods from customs promptly and expeditiously clear express shipments. The
-Chapter provides a transition period of between one and three years to comply with several of

these obligations in the case of the Central American Parties and the Dominican Repubhc

Cooperation. Chapter Five also is designed to enhance customs cooperation. It encourages the

Parties to give each other advance notice of customs developments likely to affect the

Agreement. The Chapter calls for the Parties to cooperate in securing compliance with each
other’s customs measures related to the implementation and operation of the provisions of the
Agreement governing importations and exportations. It includes specific provisions requiring the
Parties to share customs information where a Party has a reasonable suspicion of unlawful

’ . activity relating to its laws and regulations governing the importation of goods.
' Chapter Six: Sanitary and Phytosanitafy Me'asu‘resl

- Chapter Six defines the Parties’ obhgatxons to each other regarding sanitary and phytosamtary

(SPS) matters.. It reflects the Parties’ understanding that implementation of existing obligations
under the WTO Agreement on the Application of Samtary and Phytosamtary Measures (SPS
Agreement) is a shared objective.

Key Concepts. SPS measures are laws or regulations that protect human, animal, or plant life or

~ 'health from certain risks, including plant- and animal-borne pests and diseases, additives,

contaminants, toxins, or disease-causing orgamsms in food and beverages.

Cooperatzon Under Chapter Six, the Parties will establish an SPS Committee consisting of
relevant trade and regulatory officials. The objectives of the Committee are to (i) help each Party
to 1mplement the WTO SPS Agreement; (ii) assist each  Party to protect human, animal, or plant




life or health; (iii) enhance consultation and cooperation between the Parties on SPS matters; and
(iv) facilitate trade between the Parties. The Committee will also provide a forum for enhancing
mutual understandmg of each Party’s SPS measures and the regulatory processes that relate to
‘those measures; consulting on SPS matters that may affect trade between the Parties; and
consulting on issues, agendas, and positions for meetings of certain international organizations.

. Dispute Settlement. No Party may invoke the Agreement’s dispute settlemént procedures for a
matter arising under Chapter Six. Instead, any SPS dispute between the Partles must be resolved
under the apphcable agreement(s) and rules of the WTO.

Chapter Seven: Technlcal Barriers to Trade

- Under Chapter Seven, the Parties will build on WTO rules related to technical barriers to trade to .
promote transparency, accountability, and cooperation between the Parties on regulatory issues.

Key Concepts. The term “technical barriers to trade” (TBT) refers to barriers that may arise in
preparing, adopting, or applying voluntary product standards, mandatory product standards
(“technical regulations”), and procedures used to determine whether a partlcular good meets such
standards, i.e. “confomuty assessment” procedures. _ :

International Standards The principles articulated in the WTO TBT Committee Decision on
Principles for the Development of International Standards, Guides and Recommendations
emphasize the need for openness and consensus in the development of international standards.
Under Chapter Seven, the Parties will apply these principles and consult on pertment matters
under consideration by international or regional bodies..

Cooperation. Chapter Seven sets out multiple means for cooperation between the Parties to
reduce barriers and improve market access, and provides for a Committee on Technical Barriers
' to Trade to oversee implementation of the Chapter and facilitate cooperation. The Committee’s
specific functions include: (i) enhancing cooperation in the development and improvement of

* standards, technical regulations, and conformity assessment procedures; (ii) facilitating sectoral
cooperation between governmental and non-governmental conformity assessment bodies; (iii)
exchanging information on developments in non-governmental, regional, and multilateral fora
_engaged in activities related to standards, technical regulations; and conformty assessment
.procedures and (iv) consulting, at a Party’s request on any matter arising under the Chapter.

Conformity Assessment. Chapter Seven prov1des fora dlalogue between the Parties on ways to
facilitate the acceptance of conformity assessment results, Chapter Seven further provides that
Parties shall recognize conformity assessment bodies in the territories of the other Parties on no
less favorable terms than it accords conformity assessmerit bodies in its own territory.

Transparency. Chapter Seven contains various transparency obligations, including obligations
on each Party to: (i) allow persons of the other Parties to participate in the development of
technical regulations; standards, and conformity assessment procedures on a non-discriminatory
basis; (ii) transmit regulatory proposals notified under the TBT Agreement diréctly to the other




_Parties; (iii) describe in wﬁting the objectives of and reasons for regulatory proposals; and (iv)

consider comments on regulatory proposals and respond in writing to significant comments it
receives.

Chapter Eight: Trade Remedies

Safeguards Chapter Eight estabhshes a safeguard procedure that will be available to aid

* domestic industries that sustain or are threatened with serious injury due to increased imports

resulting from tariff reductions or elimination under the Agreement. The Chapter does not affect
the Parties’ rights or obligations under the WTO’s safeguard provisions (global safeguards) or

- under other WTO trade remedy rules.

Chapter Eight authorizes each Party to impose temporary duties on an imported originating good
if, as a result of the reduction or elimination of a duty under the Agreement, the good is being
imported in such increased quantities and under such conditions as to constitute a substantial
cause of serious injury, or threat of serious injury, to a domestic industry producing a “like” or
“directly competitive” good. Unlike agricultural and textile or apparel safeguard measures,

‘which will apply bilaterally, safeguard measures under Chapter Eight will apply with respect to

all imports of an originating good, other than imports from a Party whose import market share is
de minimis (i.e., a market share of less than three percent of total imports of the originating good,
unless the import market share of all such Parties exceeds nine peréent)

A safeguard meaSUIe may be applied on a good only dunng the Agreement’ “transmon period”

- for phasmg out duties on the good. A safeguard measure may take one of two forms —a

temporary increase in duties to NTR/MFN levels or a temporary suspension of duty reductions

~ called for under the Agreement. A Party may not impose a safeguard measure under Chapter

Eight more than once on'any good. A safeguard measure may be in place for a total of four
years, including any extensions of the measure. A Party may extend a measure if it-deterinines
that the industry is adjusting and the measure remains necessary to facilitate adjustment and
prevent or remedy serious injury. If a measure lasts more than one year, the Party must scale it
back at regular intervals. Annex 8.3 sets out the procedural and substantive investigation
requirements that Parties must follow in conducting safeguard investigations. :

If a Party imposes a safeguard measure, Chapter Eight requires it to provide offsetting trade
compensation to the other Parties whose goods are subject to the measure. If the Parties cannot
agree on the amount or nature of the compensation, a Party entitled to compensation may

 unilaterally suspend “substantially equivalent” trade concessions that it has made to the

importing Party.

Global Safeguards. Chapter Eight maintains each Party’s right to take action against imports
from all sources under Article XIX of GATT 1994 and the WTO Agreement on Safeguards. A
Party may exclude imports of an originating good from another Party from a global safeguard
measure if such imports are not a substantial cause of serious injury or threat thereof. A Party
may not apply a safeguard measure under Chapter Eight at the same time that it applies a
safeguard measure on the same good under the WTO Agreement on Safeguards.

10



Antidumping and Countervailing Duties. Chapter Eight confirms that the Parties retain their
rights and obligations under the WTO agreements relating to the application of antidumping and
countervailing duties. Antidumping and countervailing duty measures may not be challenged
under the Agreement’s dispute settlement procedures. The Chapter provides that the United
States will continue to treat the other CAFTA-DR countries as CBI beneficiary countries for
purposes of Sections 771(7)(G)(ii)(IID) and 771(7)(H) of the Tariff Act of 1930 (19 U.S.C.
1677(7)(G)(ii)(I) and 1677(7)(H)), which preclude the U.S. International Trade Commission
from aggregating (or ¢ cumulating ’) imports from CBI beneficiary countries with imports from
non-beneficiary countries in determining in antidumping and countervallmg duty investigations
whether imports of a particular product from such beneficiary countries are injuring or threaten to
. injure a U.S. mdustry

Chapter Nine: Government Procurement

Chapter Nine provides comprehensive obligations requiring eacht Party to apply fair and
transparent procurement procedures and rules and prohibiting each government and its procuring
entities from discriminating in purchasing practices against goods, services; and suppliers from
the other Parties. The rules of Chapter Nine are broadly based on the rules of the WTO
Agreement on Govemment Procurement.

,.General Principles. Chapter Nine establishes a basic rule of “national treatment,” meaning that
each Party’s procurement rules and the entities applying those rules must treat goods, services,
and suppliers of such goods and services from the other Parties in a manner that is “no less
favorable” than the domestic counterparts. The Chapter also bars discrimination. against locally

established supphers on the basis of foreign affiliation or ownership. Chapter Nine also provides

" rules aimed at ensuring a fair and transparent procurement process.

Coverage and Thresholds. Chapter Nine applies to purchases and other means of obtaining
goods and services valued above certain dollar thresholds by those government departments,
agencies, and enterprises listed in each Party’s schedule. Specifically, the Chapter applies to
procurements by listed “central” (i.e., national or U.S. Federal) government agencies of goods
- and services valued at $58,550 or more and construction services valued at $6,725,000 or more.
The equivalent thresholds for purchases by listed “sub-central” government entities (i.e., Central
American and Dominican Republic mumclpahtles and U.S. state govemment agencies) are
$477,000 and $6,725,000, for goods and services and construction services, respectively. For the
three-year period following entry into force of the Agreement, the Chapter applies, in the case of
the Cenitral American Parties and the Dominican Republic, to purchases of goods and services by
central government agencies valued at $117,100 or more and by sub-central government agencies
valued at $650,000 or more and purchases of construction services by either central or sub-
central government agencies valued at $8,000,000 or more. The Chapter’s thresholds for listed
“government enterprises” are either $250,000 or $538,000 for goods and services, and
$6,725,000 for construction services, except that for the three-year period following entry into
force of the Agreement, the threshold for construction services in the Central American Parties
and the Dominican Republic is $8,000,000. All thresholds are subject to adjustment every two
years for inflation. (Separate annexes to Chapter Nine establish special coverage rules with




respect to procurement between (i) the Central American Parties, and (u) each Central American
Party and the Domrmcan Republic.)

Transparency. Chapter Nine establishes rules designed to ensure transparency in procurement
procedures. Bach Party must publish its laws, regulations, and other measures governing
- procurement, along with any changes to those measures, Procurmg entities must publish notices
~ of procurement opportunities in advance. The Chapter also lists tmmmum mformatlon that such
notices must include. ~

Tenderzng Rules. Chapter Nlne prov1des rules for settmg deadlines on “tendermg” (brddmg on
govemment contracts). It requires procuring entities to give suppliers all the information they

* ‘need to prepare tenders, including the criteria that procuring entities will use to evaluate tenders.
Entities must also, where appropriate, base their technical specifications (.., detailed
descriptions of the goods or services to be procured) on performance-oriented criteria and
international standards. Chapter Nine provides that procuring entities may not write technical
specifications to favor a particular supplier, good, or service. It also sets out the circumstances

~under which procuring entities are allowed to use limited tendering, i.e., award a contractto a -
- supplier without opening the procurement to all interested suppliers

Award Rules Chapter Nine requires that to be considered for an award, a tender must be
submitted by a qualified suppher The tender must meet the criteria set out in the tender.
documentation, and procuring entities must base their award of contracts on those criteria.

+ Procuring entities must publish information on awards, including the name of the supplier, a
description of the-goods or services procured, and the value of the contract. Chapter Nine also

calls for each Party-to ensure that supphers may bring challenges against procurement decrsrons
before independent reviewers.

Additional Provisions. Chapter Nme builds on the antx-corrupuon provisions of Chapter
Eighteen, including by requiring each Party to maintain procedures to declare. supphers that have
engaged in fraudulent or other illegal procurement actions ineligible for participation in the
Party’s procurement. It establishes procedures under which a Party may modify its coverage
under the Chapter, such as when a Party privatizes an entity whose purchases are covered urider -
the Chapter. It also provides that Parties may adopt or maintain measures necessary to protect:
(1) public morals, order, or safety; (2) human, animal, or plant life or health; including
environmental measures necessary to protect human, animal, or plant life or health; or (3)
intellectual property. Parties may also adopt measures relatmg to goods or services of '
handrcapped persons, phrlanthroprc msututrons or prison labor,

Chapter'Ten: Investment

: Chapter Ten establishes rules to protect investors from one Party against unfair or discriminatory
government actions when they make or attempt to make investments in another Party’s territory.
Its provisions reflect traditional standards incorporated in earlier U.S. investment agreements
(including those in the North American Free Trade Agreement and U.S. bilateral mvestment




~ treaties) and in customary international law, and contain several innovations that were
incorporated in the free trade agreements with Chile and Singapore as well as others.

Key Concepts. Under Chapter Ten, the term “investment” covers all forms of investment,

_ including enterprises, securities, debt, intellectual property rights, licenses, and contracts. It
includes both investments existing when the Agreement enters into force and future investments.
‘The term “investor of a Party” encompasses U.S., Central American, and Dominican Republic
nationals as well as firms (including branches) established in one of the Parties.

General Principles. Investors enjoy six basic protections: (1) non-discriminatory treatment
relative to domestic investors as well as investors of non-Parties; (2) limits on “performance . -
requirements”; (3) free transfer of funds related to an investment; (4) protection from
eéxpropriation other than in conformity with customary international law; (5) a “minimum
standard of treatment” in conformity. with customary international law; (6) and the ability to hire
key managerial personnel without Yegard to naticnality. (As to this last protection, a Party may
require that a majority of the board of directors be of a particular natlonahty, as long as this does -
not prevent the investor from controllmg its investment.)

Sectoral Coverage and Non-Conforming Measures. With the exception of investments in or by
regulated financial institutions (which are treated in Chapter Twelve), Chapter Ten generally
applies to all sectors, including sérvice sectors. However, each Party has listed in annexes to the
Chapter particular sectors or measures for which it negotiated an exemption from the Chapter’s
rules relating to national treatment, most favored nation treatment, performance requirements, or
senior management and boards of directors. All current state and local laws and regulations are
exempted from these rules. A Party may liberalize a measure that it has exempted, but it may not
make such measures more restrictive.

Investor-State Disputes. Chapter Ten provides a mechanism for an investor of a Party to submit
to binding international arbitration a claim for damages against another Party. The investor may
assert that the Party has breached a substantive obligation under the Chapter or that the Party has
“breached an investment agreement with, or an investment authorization granted to, the investor.
“Investment agreements” and “investment authorizations” are particular types of arrangements
between an investor and a host government based on contracts and authorizations, respectively.
These terms are defined in Chapter 10.

Chapter Ten affords public access to information on the Chapter’s mvestor-State proceedings.
For example, Chapter Ten requires that hearings will generally be open to the public and that key
* documents will be publicly available, with exceptlons for confidential business information. The

Chapter also authorizes tribunals to accept amicus submissions from the public. In addition, the
Chapter includes provisions similar to those used in U.S. courts to dispose quickly of frivolous
claims. Finally, an annex to Chapter Ten calls on the Parties, within three months of the date of

: _entry into force of the Agreement, to initiate negotiations to develop an appellate body to review

- arbitral awards rendered by tribunals under the Chapter.




Chapter Ten also provides that, “except in rare circumstances,” nondiscriminatory regulatory
actions designed and applied to meet legitimate public welfare objectives, such as public health
and the environment, are not expropriatory.

Chapter Eleven: Cross-Border Trade in Services

Chapter Eleven governs measures affecting cross-border trade in services between the Parties.
Certain provisions also apply to measures affecting investments to supply services. Chapter
provisions are drawn in part from the services provisions of the NAFTA and the WTO General
Agreement on Trade in Serv1ces (GATS), as well as pnontles that have emerged since those
agreements. : :

- Key Concepts. Under the Agreement, cross-border trade in services covers supply of a service:

$ from the territory of one Party into the territory of another Party (e.g., electronic delivery
. of services from the United States to Costa Rica);

$ in the ferritory ofa Party by a person of that Party to a person of another Party (e.g., a
Guatemalan company provides services to U.S. visitors in Guatemala); and

$ by a national of a Party in the territory of another Party (eg,a U S. lawyer provides legal
' serv1ces in El Salvador).

Chapter Eleven should be read together with Chapter Ten (Investment), which establishes rules

. pertaining to the treatment of service firms that choose to provide their services through a local
presence, rather than cross-border. Chapter Eleven applies where, for example, a service supplier
is temporanly present in a territory of a Party and does not operate through a local investment.

General Prmcrples Among Chapter Eleven’s core obligations are requirements to provide
national treatment and MFN treatment to service suppliers of the other Parties. .
Thus, each Party must treat service suppliers of another Party no less favorably than its own _
suppliers or those of any other country. This commitment applies to state and local governments
as well as the federal government. Chapter prov1s1ons relate to the rights of existing service
suppliers as well as those who seek to supply services, subjéct to any reservations by a Party.
The Chapter also includes a provision prohibiting the Parties from requiring firms to establish a

. local presence as a condition for supplying a service on a cross-border basis. In addition, certain
types of market access restrictions to the supply of services (e.g., that limit the number of firms
that may offer a particular service or that restrict or require specific types of legal structures or
joint ventures with local companies in order to supply a service) are also barred. The Chapter’s
market access rules apply both to services supphed on a cross-border basis and through a local
mvestment

Sectoral Coverage and Non-Conforming Medsures. Chapter Eleven applies across virtually all
services sectors. The chapter excludes financial services (which are addressed in Chapter
Twelve), except that certain provisions of Chapter Eleven apply to investments in unregulated

[




financial services that dre covered by Chapter Ten (Investment). In addition, Chapter Eleven
does not cover air transportation, although it does apply to specialty air services and aircraft
repair and maintenance. :

Each Party has listed in annexes measures in particular sectors for which it negotiated
exemptions from the chapter’s core obligations. All existing state and local laws and regulations
are exempted from these obligations. Once a Party, including a state or local government,
liberalizes a measure that it has exempted, however, it must, in most cases, thereafter maintain
-the measure at least at that level of openness. :

Specific Commitments. Chapter Eleven includes a comprehensive definition of express delivery
_services that requires each Party to provide national treatment, MFN treatment, and additional
benefits to express delivery services of the other Parties. The Chapter provides that the Central
American Parties and the Dominican Republic may not adopt or maintain any restriction on
express delivery services that was not in place on the date the Agreement was signed. The
Chapter also addresses the issue of postal monopolies directing revenues derived from monopoly
postal services to confer an advantage on express delivery services. Costa Rica, the Dominican
Republic, Bl Salvador, Guatemala, and Honduras also made commiitments regarding their “dealer
protection” regimes.- Under existing “dealer protection” regimes, U.S. firms may be tied to
exclusive or inefficient distributor arrangements. The commitments under the Agreement give
U.S. firms and their Central American and Dominican Republic partners more freedom to
contract the terms of thelr commercial relations and encourage the use of arbitration to resolve
dJsputes between partles to dealer contracts. :

- Transparency and Domestzc Regulation. Provisions on fransparency and domestic regulation
complement the core rules of Chapter Eleven.. The transparency rules apply to the development
and application of regulations governing services. The Chaptet’s rules on domestic regulation
govern the operation of approval and licensing systems for service suppliers. Like the Chapter's
market access rules, its provisions on transparency and domestic regulation cover services
supplied both on a cross-border basis and through a local investment.. An annex to Chapter
Eleven sets out specific commitments that individual Parties have agreed to undertake.

Exclusions. Chapter Eleven excludes any service supplied “in the exercise of governmental
authority” — that is, a service that is provided on a non-commercial and non-competitive basis.
Chapter Eleven also does not generally apply to government subsidies, although the Parties have
undertaken.a commitment relating to cross-subsidization of express delivery services.

Chapter Twelve: Financial Services
Chapter Twelve provides rules governing each Party’s treatment of: (1) financial institutions of
another Party; (2) investors of another Party and their mvestments in financial mstltutlons and

(3) cross-border trade in financial services.

Key Concepts. The Chapter defines a “financial institution” as any financial intermediary or
other institution authorized to do business and regulated or supervised as a financial institution



. under the law of the Party where it is located. A “financial service” is any service of a financial

nature, including, for example, insurance, banking, securities, asset management, financial
information and data processing services, and financial advisory services.

General Principles. Chapter Twelve’s core obligations parallel those in Chapters Ten

, (Investment) and Eleven (Cross-Border Trade in Services). Specifically, Chapter Twelve

imposes rules requiring national treatment and MFN treatment, prohibits certain quantitative

| -restrictions on-market access of financial institutions, and bars restrictions on the nationality of
" senior management As appropriate, these rules apply to measures affecting financial

institutions, investors and investments in financial institutions of another Party, and services
companies that are currently supplying and that seek to supply financial services on a cross-
border basis. As between the Central American Parties and the Dominican Republic, obligations
pertauung to banking services, or as between Guatemala and the Dominican Republic, financial
services generally, do not apply until two years after entry into force of the Agreement

Non-Conformzng Measures. Similar to Chapters Ten and Eleven, each Party has hsted in an
annex to Chapter Twelve particular financial services measures for which it negotiated

‘exemptions from the Chapter’s core obligations. Existing non-conforming U.S. state and local

laws and regulations are exempted from these obligations. Once a Party, including a'state or
local governmerit, liberalizes one of these non-conforming measures however, it must, in most
cases, maintain the measure at least at that new level of openness

Other Provisions. Chapter Twelve also includes provisions on regulatory transparency, “pew”
financial services, self-regulatory orgamzatlons and the expedited availability of insurance
products. :

Relationship to Other Chapters. Measures that a Party applies to financial services'suppliers of
another Party, other than regulated financial institutions, that make or operate investments in the
Party’s territory are covered principally by Chapter Ten (Investment) and certain provisions of
Chapter Eleven (Cross-Border Trade in Services). In particular, the core obligations of Chapter
Ten apply to such measures, as do the market access, transparency, and domestic tegulation
provisions of Chapter Bleven. Chapter Twelve incorporates by reference certain provisions of
Chapter Ten, such as those relatmg to transfers and exproprlatlon

Chapter Thirteen: Telecommunications
Chapter Thnteen creates disciplinés beyond those imposed under Chapters Ten (Investment) and

Eleven (Cross-Border Trade in Services) on regulatory measures affecting telecommunications
trade and investment between the Parties. It is designed to ensure that service suppliers of each

- Party have non-discriminatory access to public telecommunications networks in the territories of
the other Parties. .In addition, the Chapter requires each Party to regulate its dominant /

telecommunications suppliers in ways that will ensure a level playing field for new entrants.
Chapter Thirteen also seeks to ensure that telecommunications regulations are set by independent
regulators applying transparent procedures, and is designed to encourage adherence to principles
of deregulation and technological neutrality.




-Key Concepts. Under Chapter Thirteen, a “public telecommunications service” is any -
telecommunications service that a Party requires to be offered to the public generally. The term
includes voice and data transmission services. It does not include the offering of “information
services” (e.g., services that enable users to create, store, or process information over a network).
A “major supplier” is a company that, by virtue of its market position or control over certain
facilities, can materially affect the terms of participation in the market.

Competmon Chapter Thirteen establishes rules promotmg competition in telecommunications
services. It also provides flexibility to account for changes that may occur through new
legislation or regulatory decisions. The Chapter includes commitments by each Party to:

. ensure that all service suppliers of another Party that seek to access or use a public
elecommumcatlons network in the Party’s territory can do so on reasonable and non-
dlscnmmatory terms (e.g., El Salvador must ensure that its public phone companies do
not provide preferential access to Salvadoran banks or Internet service providers, to the
detriment of U.S. competitors);

. give.another Party’s telecommmucatlons suppllers in particular, the right to mterconnect
: their networks with pubhc networks in the Party’s terntory;

. ensure that telecommumcatlons suppliers of another Party that seek to build physical
networks in the Party’s territory have access to key physical facilities where they can
‘ -mstall equipment, thus facilitating cost-effective investment;

. ensure that telecommumcatl‘ons supphers of another Party enjoy the right to lease lines to
' supplement their own networks or, alternatlvely, purchase telecommunications services
from domestic suppliers and resell them in order to build a customer base; and

. impose disciplines on the behavior of “major suppliers.”

Regulation. The Chapter addresses key-regulatory concemns that may create barriers to trade and
investment in telecommunications services. In particular, the Parties:

. will adopt procedures that will help ensure that they maintain open and transparent
telecommunications regulatory regimes, including requirements to publish
~ interconnection agreements and service tariffs;

_* .. .will require their telecommunications regulators to explain their rule-making decisions
and provide foreign suppliers the right to challenge those decisions;

. may elect to deregulate telecommunications services when competition emerges and '
certain standards are met; and .




. will avoid impeding telecommunications supphers from choosmg technologxes they
- consider appropriate for supplying then' services.

Costa Rica. Costa Rica’s obligations with respect to telecommunications are contained in a
separate annex to Chapter 13. The annex recognizes the unique nature of Costa Rica’s social
policy on telecommunications and commits Costa Rica to undertake certain obligations as of
January 1,2006. These obligations include ensuring that enterprises have access to, and use of

- public telecommunications services, and that suppliers of public communications services are

provided interconnection with major suppliers.
Chapter Fourteen: Electronic Conimerce

Chapter Fourteen establishes rules designed to prohibit dJscnmmatory regulatlon of electronic
trade in digitally encoded products such as computer programs, video, images, and sound
recordings. The Chapter represents a major advance over previous international understandmgs '
on this subject. :

Customs Duties. Chapter Fourteen provides that a Party may not impose customs ‘duties on
digital products of another Party transmitted electronically and will determine the customs value
of an imported carrier medium bearing a digital product based on the value of the carrier medium
alone, without regard to the value of the digital product stored on the carrier medium.

- Non-Discrimination. Chapter Fourteen requires the Parties to ap'ply the principles of national

treatment and MFN treatment to trade in electronically-transmitted digital products. Thus, a

Party may not discriminate against electromcally—transmltted digital products on the grounds that -

they have a nexus to another country, either because they have undergone certain specific
activities (e.g., creation, production, first sale) there or are associated with certain categories of
persons of another Party or a non-Pax’ty (e.g., authors, performers, producers): Nor may a Party
provxde less favorable treatment to digital products that have a nexus to another Partythan it
gives to like products that have a nexus to a third country. The non-discrimination rules do not

‘apply to non-conforming measures adopted under Chapters Ten (Investment), Eleven (Cross-

Border Trade in Services), or Twelve (Fmanc1al Semces)

Caoperatton Chapter Fourteen provides for future cooperatlon between the Parties, mcludmg

. exchanging information in areas such as data privacy and cyber-security.

Chapter Fifteen: Intellectual Property Rights

Chapter Fifteen complements and enhances existing international standards for the protection of
mtel]ectual property and the enforcement of intellectual property rights, cons1stent with U.S. law.

G’eneral Provisions. Under Chapter Fifteen the Parties are obligated to ratify or accede to several
agreements on intellectual property rights, including, by the date of entry into force of the
Agreement, the WIPO Copyright Treaty and WIPO Performances and Phonograms Treaty, and,
within specified time frames, the International Convention for the Protection of New Varieties of
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Plants, the Trademark Law Treaty, the Brussels Convention Relating to the Distribution of
. Programme-Carrying Satellite Signals, and the Patent Cooperation Treaty. The United States is
already a Party to these Agreements National treatment requirements apply broadly. -

Trademarks and Geographical Indications. Chapter Fiﬁeen establishes that marks inc‘lude
marks in respect of goods and services, collective marks, and certification marks, and that

geographical indications are eligible for protection as marks. It sets out rules with respect to the

registration of marks and geographical indications. Each Party must provide protection for marks
and geographical indications, including protecting preexisting trademarks against infringement
by later geographical indications. Furthermore, the Parties must provide efficient and transparent
procedures governing the application for protection of marks and geographlcal indications. The
Chapter also provides for rules on domain name management that require a dispute resolutlon
procedure to prevent trademark cyber-piracy.

Copyright and Related Rtghts Chapter Fifteen prowdes broad protection of copyrightand -

related rights, affirming and building on rights set out in several international agreements. For
instance, each Party must provide copyright protection for the life of the author plus 70 years (for
works measured by a pefson's life), or 70 years (for corporate works). The Chapter clarifies that

- the right to reproduee literary and artistic works, recordings, and performances encompasses

temporary copies, an important principle in the digital realm. It also calls for each Party to
provide a right of communication to the public, which will further ensure that right holders have
the exclusive right to make their works available online. The Chapter specxﬁcally protects the

ri ghts of performers and producers of phonograms

" To curb copyright piracy, government agencies of the Partles must use only legxtlmate computer
‘software, setting an example for the private sector.. The Chapter also includes provisions on anti-
‘circumvention, under which the Parties commit to prohibit tampering with technology used to

protect copyrighted works. In addition, Chapter Fifteen sets out obligations with respect to the
liability of Intemet service providers i in connection with copyright mﬁ‘mgements that take place
over their networks." F inally, recognizing the importance of satellite broadcasts, Chapter Fifteen
ensures that each Party will protect encrypted program-carrying satellite signals. It obligates the
Parties to extend protection to the signals themselves, as well as to the content contained in the
signals.

Patents. Chapter Flﬂeen also includes a vanety of provisions for the protection of patents. The
Parties agree to make patents available for any invention, subject to limited exclusions, and
confirm the availability of patents for new uses or methods of using a known product. The
Chapter provides for protection to stop imports of patented products when the patent owner has

placed restrictions on import by contract or other means. To guard against arbitrary revocation of

patents, each Party must limit the grounds for revoking a patent to the grounds that would have
justified a refusal to grant the patent. Under Chapter Fifteen, Parties must provide adjustments to
the patent term to compensate for unreasonable delays that occur while granting the patent, as
well as unreasonable curtailment of the effective patent term as a result of the marketmg approval
process for pharmaceutical products.
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« Certain Regulated Products. Chapter Fifteen includes specific measures relating to certain
regulated products, including pharmaceuticals and agricultural chemicals. Among other things, it

- protects test data that a company submits in seeking marketing approval for such products by |
precluding other firms from relying on the data. It provides specific periods for such protection —
five years for pharmaceuticals and ten years for agricultural chemicals. This means, for example,
that during the period of protection, test data that a company submits for approval of a new

agricultural chemical product could not be used without that company’s consent in granting
approval to market a combination product. The Chapter also requires Parties to implement
measures to prevent the marketing of pharmaceutical products that infringe patents.

Enforcement Provisions. Chapter Fifteen also creates obligations with respect to the enforcement
of intellectual property rights. Among these, the Parties, in determining damages, must take into
account the value of the legitimate goods as well as the infringer’s profits. The Chapter also
‘provides for damages based on a fixed range (i.e., “‘statutory damages”), at the option of the right
.holder or alternatively additional damages in cases involving copyright infringement

Chapter Fifteen provides that the Parties’ law enforcement agencies must have authority to seize
. suspected pirated and counterfeit goods, the equipment used to make or transmit them, and
documentary evidence. Each Party must give its courts authority to order the forfeiture and/or
destruction of such items. Chapter Fifteen also requires each Party to empower its law
enforcement agencies to take enforcement action at the border against pirated or counterfeit
goods without waiting for a formal complaint. Chapter Fifteen provides that each Party must
apply criminal penaltles against counterfeltlng and piracy, mcludmg end-user piracy.

Transition Periods. Most obllgatlons in the Chapter take effect upon the Agreement’s entry into

_force. However, the Central American Parties and the Dominican Republic may delay giving
effect to certain specified obligations for periods ranging from six months to four years from the
date of entry into force of the Agreement. :

.:Chapter Sixteen: Labor

Chapter Sixteen sets out the Parties’ commitments and undertakings regarding trade-related labor

‘rights. Chapter Sixteen draws on the North American Agreement on Labor Cooperatior (the
supplemental NAFTA labor agreement) and the labor provisions of other recent U.S. FTAs, '
including those with Jordan, Chile, Singapore, Australia, and Morocco. The Chapter goes further .
than these prior FTAs, however, in that it contains the most comprehenswe set of commitments
and undertakings regardmg trade-related labor rights. As described below, the Chapter (i)
includes detailed provisions to ensure that labor law enforcement is fair, equitable, and
transparent; (ii) requires Parties to provide for public input on labor matters; and (iii) establishes
a detailed framework that will assist Parties to develop the institutional capacity to fulfill the
goals of the Chapter. :

General Principles. Under Chépter Sixteen, the Parties reafﬁfm their obligations as members of
the International Labor Organization (ILO) and under the 1998 ILO Declaration on Fundamental
Principles and Rzghts at Work: Bach Party must strive to ensure that its law recognizes and



protects the fundamental labor principles spelled out in the ILO Declaration as listed in the
Chapter. Each Party also must strive to ensure that it does not derogate from or waive the
protections of its labor laws to encourage trade with or investment from another Party. The
Parties also commit to afford procedural guarantees that ensure workers and employers have
access to fair, equitable, and transparent procedures in the enforcement of labor laws. While
committing each Party to effective enforcement of its labor laws, the Chapter also recognizes -
éach Party’s right to establish its own labor laws, exercise discretion in mvestlgatory, regulatory,
prosecutorial, and comphance matters, and allocate enforcement resources.

Effective Enforcement. In Chapter Sixteen each Party commits not to fail to effectively enforce -
its labor laws on a sustained or recurring basis in a manner affecting trade between the Parties.
The Chapter defines labor laws to include those related to: (1) the right of association; (2) the
right to organize and bargain collectively; (3) a prohibition of forced or compulsory labor; (4) a
minimum age for the employment of children and elimination of the worst forms of child labor;
and (5) acceptable conditions of work with respect to wages, hours, and occupational safety and
health. For the United States, “labor laws” includes federal statutes and regulations addressing
. these areas, but it does not cover state or local labor laws. : ‘

Procedural Guarantees. Tn Chapter Sixteen, the Parties also commit to afford procedural
guarantees that ensure workers and employers have access to fair, equitable, and transparent

* procedures in the enforcement of labor laws. To this end, each Party must ensure that workers
and employers have access to tribunals for the enforcement of its labor laws and that decisions of
such tribunals are in writing, made publicly available, and based on information or evidence in
respect of which the parties were offered the opportunity to be heard. In addition, hearings in
such proceedings must be open to. the public, except where the administration of justice
otherwise requires. Chapter Sixteen also commits each Party to make remedies available to
ensure the enforcement of its labor laws. Such remedles might include orders, fines, penalties, or
temporary workplace closures. : :

Dispute Settlement. Chapter Sixteen provides for cooperative consultations if a Party believes
that another Party is not complying with the obligations in this Chapter. .If the matter concerns a -
Party’s compliance with its obligation not to fail to effectively enforce its labor law, the
complalmng Party may, after an initial 60-day consultation period under Chapter Sixteen, invoke
the provisions of Chapter Twenty (Dispute Seftlemenit) by requesting additional consultations or
a meeting of the Agreement’s cabinet-level Free Trade Commission under that Chapter. If the
Commission is unable to resolve the dispute, the matter may be referred to a dispute settlement
panel. The Parties will maintain a roster of experts to serve on any dispute settlement panel
convened to hear disputes regarding a Party’s obhgatxon to effectlvely enforce its labot laws.

Cooperatzon and Capaczty Buzldmg Chapter Slxteen establishes a cablnet—level Labor Affairs
Council to oversee the Chapter’s impleméntation and to provide a forum for consultations and
cooperation on labor matters. The Chapter requires each Party to designate a contact point for
communications with the other Parties and the public regarding the Chapter. Bach Party’s
contact point must provide transparent procedures for the submission, receipt, and consideration
of any communications from the public relating to the provisions of the Chapter.
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The Chapter also creates a labor cooperation and capacity building mechanism through which the
Parties will work together to strengthen each Party’s institutional capacity to fulfill the goals of
the Labor Chapter. In particular, the mechanism will assist the Parties to establish priorities for,
and carry out, bilateral and regional cooperation and capacity building activities relating to such .
topics as: the effective application of fundamental labor rights; legislation and practice relating
to compliance with ILO Convention 182 on the worst forms of ¢hild labor; strengthening labor
inspection systems and the institutional capacity of labor administrations and tribunals;
mechanisms for supervising compliance with laws and regulations pertaining to working
conditions; and the elimination of gender discrimination in employment,

| Chapter Seventeen: Environment

Chapter Seventeen sets out the Parties’ commitmients and undertakings regarding environmental

protection. Chapter Seventeen draws on the North American Agreement on Environmental

Cooperation and the environmental provisions of other recent U.S. FTAs, including those with }
Jordan, Chile, Singapore, Australia, and Morocco. The Chapter goes further than these prior . . |
FTAs, however. In particular, the CAFTA-DR is the first U.S. FTA that includes a process for -

* public submissions on environmental enforcement matters in the body of the FTA.

' General Principles. Under Chapter Seventeen, the Parties must ensure that their laws provide for

high levels of environmental protection. Bach Party also must strive not to weaken or reduce its
environmental laws to encourage trade with or investment from another Pary.  Chapter
Seventeen further includes.commitments to enhance cooperation between the Parties in
environmental matters and encourages the Parties to develop voluntary, market-based
mechanisms as one means for achieving and sustaining high levels of environmental protectlon

Eﬁ"ective Enforcement. In Chapter Seventeen each Party commits not to fail to effectively
enforce its environmental laws on a sustained or recurring basis in a manner affecting trade
between the Parties. At the same time, the Chapter recognizes the right of each Party to: (1)
establish its own environmental laws; (2) exercise discretion in regulatory, prosecutonal and
compliance matters; and (3) allocate enforcement resources in a bona fide manner. For the
United States, “environmental laws” includes federal environmental statutes and regulations
enforceable by the federal government.

Procedural Matters Chapter Seventeen commits each Party to make judicial, quasi-judicial, or
administrative proceedings available to sanction or remedy violations of its environmental laws.
Each Party must ensure that such proceedings are fair, equitable, and transparent, and, to this end,
comply with due process of law and are open to the public, except where the admnustratlon of -
justice otherwise requires. The Chapter requires each Party to ensure that interested persons may

. request the Party’s competent authorities to investigate alleged violations of its environmental

laws and that each Party’s competent authorities give such requests due considération. Chapter
Seventeen also commits each Party to make appropriate and effective remedies available for
violations of its environmental laws. Such remedies may.include, for example, fines, injunctions,
or requirements to take remedial action or pay for damage to the environment.



‘Public Submissions. Chapter Seventeen commits each Party to provide for the receipt and
consideration of public submissions on matters related to the Chapter. In addition, the Chapter
provides that any person of a Party may file a submission with a secretariat asserting that a Party
has failed to effectively enforce its environmental laws. The secretariat will review the
submission according to specified criteria and in appropriate cases recommend to the
Environmental Affairs Council that a factual record concerning the matter be developed. The
secretariat will prepare a factual record if one member of the Environmental Affairs Council

.instructs it to do so. The Council will consider the record and, where appropriate, provide
recommendations to an environmental cooperation commission that will be created under a

- related environmental cooperation agreement. U.S. persons who consider that the United States
is failing to effectively enforce its environmental laws may invoke the comparable public
submissions process under the North American Agreement on Environmental Cooperation.
Pursuant to a separate usiderstanding between the Parties, a new environmental unit within the

“Secretariat for Central American Economic Integration (SIECA) will serve as the secretariat for
the receipt of public submissions.

Dispute Settlement. Chapter Seventeen provides for cooperative consultations if a Party believes -
that another Party is not complying with its obligations under the Chapter. If the matter concerns
a Party’s compliance with its obligation not to fail to effectively enforce its environmental law,

the complaining Party may, after an initial 60-day consultation period under Chapter Seventeen,
invoke the provisions of Chapter Twenty (Dispute Settlement) by requesting additional
consultations or a meeting of the Agreement=s cabinet-level Free Trade Commission under that
Chapter. If the Commission is unable to resolve the dispute, the matter may be referred to a -
dispute settlement panel. The Parties will maintain a roster of experts to serve on any dispute

settlement panel convened to hear disputes regarding a Party s obligation to effectrvely enforce
its' environmental laws. : '

- Institutional Arrangements and Cooperation. Chapter Seventeen establishes a cabinet-level
Environment Affairs Council to oversee the implementation and operation of the Chapter.
. Opportunities will be provided at Council meetings for the public to express views on the
implementation of Chapter Seventeen and cooperative work between the Parties. The- Parties
.also agree under Chapter Seventeen to continue to seek ways to enhance the mutual
supportiveness of multilateral agreements and trade agreements to which they are all party, and to
consult as appropriate on negotiations in the WTO regarding multilateral environmental
agreements. In addition, to facilitate cooperation efforts, the Parties will enter into a separate
environmental cooperation agreement.

: Chépter Eigbteen: Transparency

Chapter Eighteen sets out requlrements designed to foster openness, transparency, and farrness in |
the adoption and application of administrative measures covered by the Agreement. For ‘
example, it requires that, to the extent possible, each Party must promptly publish all laws,
regulations, procedures, and administrative rulings of general application concerning subjects.
" covered by the Agreement, and give interested persons a reasonable opportunity to comment.



Wherever poséible, each Party must provide reasonable notice to the other Parties’ nationals and
entexprises that are directly affected by an agency process, including an adjudication, rulemaking,

~ licensing, determination, and approval process. A Party is to afford such persons a reasonable

opportunity to present facts and arguments prior to any final administrative action, when time,

the nature of the process, and the public interest permit.

Chapter Eighteen also provides for independent review and appeal of final administrative actions.
Appeal rights must include a reasonable opportunity to present arguments and to obtain a
decision based on ev1dence in the administrative record

Chapter Eighteen also aﬁirms'the Parties’ resolve to eliminate bribery and corruption in

-internationial trade and investment. To this end, Parties are obligated to make it a criminal

offense to offer or accept a bribe in exchange for favorable government action in matters
affecting international trade or investment. Parties must also endeavor to protect persons who, in
good faith, report acts of bribery or corruption and to work together to encourage and support
initiatives in relevant international fora to prevent bribery and corruption.

)
/

Chapter Nineteen: Administration of the Agreement and Trade C_apaeity Building

Chapter Nineteen creates a Free Trade Commission to supervise the implementation and overall

. operation of the Agreement. ‘The Commission will be comprised of the Parties’ trade ministers.

It will meet annually and make decisions by consensus. The Commission will assist in the -
resolution of any disputes that may arise under the Agreement.” The Commission may issue
interpretations of the Agreement and agree to accelerate duty elimination on particular products
and adjust the Agreement’s product-specific rules of origin.

Chapter Nmeteen reqmres each Party to designate an office to provide administrative a531stance
to dispute settlement panels and perform such other functions as the Commission may direct.

Chapter Nmeteen also establishes a Comm1ttee on Trade Capacity Building, comprised of
representatives of each Party. The overall objective of the Committee is to assist the Central
American Parties and the Dominican Republic to lmplement the Agreement and adjust to

liberalized trade. Particular functions of the Committee include: seeking the prioritization of

trade capacity building projects at the national and regional level within Central America and the
Dominican Republic; inviting international donor institutions, private sector entities, and non-
governmental orgamzatlons to assist in the development and implementation of trade capacity
building projects in accordance with each country’s national trade capacity bulldmg strategy; and
momtormg and assessing progress in 1mplementmg trade capacity building projécts.

Chapter Twenty Dispute Settlement .
Chapter Twenty sets out detailed procedures for the resolution of disputes between the Parties
over compliance with the Agreement. Those procedures emphasize amicable settlements, relying

wherever possible on bilateral cooperation and consultations. When disputes arise under
provisions common to the Agreement and other agreements (e.g., the WTO agreements), the
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compiaining government may choose a forum for resolving the matter that is set forth in any ‘
valid agreement between the Parties. The selected forum is the exclusive venue for resolving
that dispute.

Consultations. A Party may request consultations. with another Party on any actual or proposed
measure that it believes might affect the operation of thie Agreemerit. Any other Party having a
substantial trade interest in the matter may participate in the consultations. If the Parties cannot
resolve the matter through consultations within a specified period (normally 60 days), any

- consulting Party may refer the matter to the Free Trade Comnnssmn whlch will attempt to
resolve the dispute.

~ Panel Procedures. Ifthe'COmmission cannot resolve the dispute within a specified period

" (normally 30 days), any consulting Party may refer the matter, if it involves an actual measure, to
a panel comprising independent experts that the Parties select. Any party that participated in the
consultations may participate in the panel proceedings as a complammg Party. Any other Party
may partmpate in the panel proceedings as a third party. -

' The Parties will set rules to. protect confidential information, provide for open hearings and
public release of submissions, and allow an opportunity for the panel to accept submissions from
non-govemmental entities in the Parties’ territories.

. Unless the dlsputmg Parties agree otherwise, a panel is to present its mmal report within 120

days after the last panelist is selected. This period can be extended to 180 days in certain

- circumstances. Once the panel presents its initial report containing findings of fact and a

_determination on whether a Party has met its obhgatlons the Parties will have the opportunity to
provide written comments to the panel. When the panel receives these comments, it may
reconsider its report and make any further examination that it considers appropriate. Within 30
days after it presents its initial report, the panel will submit its final report. The Parties will then

.seek to agree on how to resolve the dispute, normally in a way that conforms to the panel’s
determinations and recommendations. Subject to protection-of confidential information, the
panel’s final report will be made available to the public 15 days after the Parties receive it.

Suspenszon of Bénefits. In disputes mvolvmg the Agreement’ “commercial” obligations (i.e.,

. obligations other than enforcement of labor and environmental laws) if the disputing Parties
cannot resolve the dispute after they receive the panel’s final report, the disputing Parties will
seek to agree on acceptable trade compensation. If they cannot agree on compensation, or if the

* complaining Party believes the defending Party has failed to implement an agreed resolution, the
complaining Party may provide notice that it intends to suspend trade benefits equivalent in
effect to those it considers were impaired, or may be impaired, as a result of the disputed-
measure,

If the defending Party c_ensider‘sthat the proposed level of benefits to be suspended is “manifestly
excessive,” or believes that it has modified the disputed measure to make it conform to the
Agreement, it may request the panel to reconvene and decide the matter. The panel must issue its




. determination no later than 90-days after the request is made (or 120 days if the panél is
- reviewing both the level of the proposed suspension and a modification of the measure).

The complaining Party may suspend trade benefits up to the level that the panel sets or, if the

- panel has not been asked to determine the level, up to the amount that the complaining Party has
proposed. The complaining Party cannot suspend benefits, however, if the defénding Party
provides notice that it will pay an annual monetary assessment to the other Party. The amount of
the assessment will be established by agreement of the disputing Parties or, failing that, will be
set at 50 percent of the level of trade concessions the complaining Party was authonzed to
suspend

-Labor and Environment Disputes. Equivalent compliance procedures apply to disputes over a
Party’s conformity with the labor and environmental law enforcement provisions of the
Agreement. If a panel determines that a Party has not met its enforcement obligations and the
disputing Parties cannot agree on how to resolve the dispute, or the complaining Party believes

that the defending Party has failed to implement an agreed resolution, the complaining Party may -

ask'the panel to determine the amount of an annual monetary assessment to be imposed on the -
defending Party. The Panel will establish the amount of the assessment, subject to a $15 million
annual cap, taking into account relevant trade- and non-trade-related factors. The assessment
will be paid into a-fund established by the Commission for appropriate labor and environmental
initiatives. If the defending Party fails to pay an assessment, the complaining Party may take
other appropriate steps, which may include suspending tariff benefits, as nécessary to collect the.
assessment, while bearing in mind the Agreement’s objective of eliminating barriers to trade and
while seeking to avoid unduly affecting parties or interests not party to the dispute. :

Compliance Review Mechanism. If, at any time, the defending Party believes it has made
changes in its laws or regulahons sufficient to comply with its obligations under the Agreement,
it may refer the matter to the panel. Ifthe panel agrees, the dispute ends and the complaining
Party must withdraw any offsetting measures it has put in place. Concurrently, the defendmg
government will be relieved of any obhgatlon to pay a monetary assessment.

' The Parties will review the operation of the compliance procedures for both commercial and
labor and environment disputes either five years after the entry into force of the Agreement or -
- “within six months after benefits have been suspended or assessments paid in five proceedings
initiated under this Agreement, which ever occurs first.

Settlement of Private Disputes. The Parties will encourage the use of arbitration and other
alternative dispute resolution mechanisms to settle international commercial disputes between
private parties. Each Party must provide appropriate procedures for the recognition and
enforcement of arbitral awards, for example by complying with the 1958 United Nations
Convention on the Recognition and Enforcement of Foreign Arbitral Awards or the 1975 Inter-
American Convention on Intematlonal Commercial Arbitration.

Chapter Twenty-One: Exceptions
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Chapter Twenty-One sets out general provisions that apply to the entire Agreement with the
following exception. Article XX of the GATT 1994 and its interpretive notes are incorporated
into and made part of the Agreement, mutatis mutandis, and apply to those Chapters related to
treatment of goods. Likewise, for the purposes of Chapters Eleven (Cross-Border Trade in
Services), Thirteen (Telecommunications), and Fourteen (Electronic Commerce), GATS Article
XIV (including its footnotes) is incorporated into and made part of the Agreement. For both
-goods and services, the Parties understand that these exceptions include-certain environmental
measures. :

Essential Security. Chapter Twenty-One allows each Party to take actions it considers necessary
to protect its essential security interests. -

Taxation. An exception for taxation limits the field of tax measures subject to the Agreement.
For example, the exception generally provides that the Agreement does not affect a Party’s rights

: ' “or obligations under any tax convention. The exception sets out certain circumstances under

which tax measures are subject to the Agreement’s: (1) national treatment obligation for goods;
(2) national treatment and MFN obligations for services; (3) prohibitions on performance
requirements; and (4) expropnatlon rules

" Balance of Payments Chapter Twenty—One establishes criteria that a Party must follow 1f it

applies a balance-of-payments measure on trade in goods.

' Disclosure of. Informatzon The Chapter also prov1des that a Party may withhold information

from another Party where such disclosure would impede domestic law enforcement, otherwise be
contrary to the public mterest or prejudice the legltlmate commermal mterests of particular

enterprises.

Chnpter Twenty-Two: Fiual Provisions

. Chapter Twenty-Two provides that (i) the annexes, appendxces and footnotes are part of the

Agreement, (ii) the Parties ‘may amend the Agreement subject to applicable domestic procedures,
and (m) the English and Spanish texts are both authentic. It also provides for consultations if any
provision of the WTO Agreement that the Parties have incorporated into the Agreement is
amended :

- Chapter Twenty-Two provides for the entry into force of the Agreement, and establishes
" procedures under which a Party may withdraw from the Agreement. The Chapter provides that

any other country or group of countries may accede to this agreement on terms and conditions

- that are agreed with the Parties and approved according to each Party’s domestic procedures.

Finally; the Chapter provides that the original texts of the Agreement shall be deposited with the

. Organization of American States.
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UNDERSTANDING REGARDING
CERTAIN PUBLIC HEALTH MEASURES

August 5, 2004

The Governuments of the Republic of Costa Rica, the Dominican Republic, the Republic
of El Salvador, the Republic of Guatemala, the Republic of Honduras, the Republic of
Nicaragua, and the United States of America have reached the following understandings
regarding Chapteér Fifteen (Intellectual Property Rights) of the Dominican Republic — Central
America — United States Free Trade Agreement signed this day (the “Agreement™):

The obligations of Chapter Fifteen do not affect a Party’s ability to take necessary
measures to protect public health by promoting access to medicines for all, in particular
concerning cases such as HIV/AIDS, tuberculosis, malaria, and other epidemics as well
as circumstances of extreme urgency or national emergency.

In recognition of the commitment to access to medicines that are supplied in accordance
with the Decision of the General Council of 30 August 2003 on the Implementation of
Paragraph Six of the Doha Declaration on the TRIPS Agreement and public health
(WT/L/540) and the WTO General Council Chairman’s statement accompanying the
Decision (JOB(03)/177, WT/GC/M/82) (collectively the “TRIPS/health solution™),
Chapter Fifteen does not prevent the effective utilization of the TRIPS/health solution.

With respect to the aforementioned matters, if an amendment of a pertinent provision of
the WTO Agreementon Trade-Related Aspects of Intellectual Property Rights (1994)
enters into force with respect to the Parties and that amendment is incompatible with
Chapter Fifteen, our Governments shall immediately consult in order to adapt Chapter
Fitteen as appropriate in the light of the amendment.

IFOR THE GOVERNMENT OF COSTA RICA:

&=/

T OF THE DOMINICAN REPUBLIC

FOR THE GOVE

-§= .

OF TRE UNITED STATES OF AMERICA:




UNDERSTANDING REGARDING IMMIGRATION MEASURES
August 5, 2004

The representatives of the Governments of the Republic of Costa Rica, the Dominican
Republic, the Republic of E! Salvador, the Republic of Guatemala, the Republic of Honduras, the
Republic of Nicaragua, and the United States of America confirm the following understanding
reached by our Governments in the course of negotiations regarding the Dominican Republic -
Central America - United States Free Trade Agreement signed this day (the “Agreement”):

No provision of the Agreement shall be construed to impose any obligation
on a Party regarding its immigration measures.

FOR THE GOVERNMENT OF COSTA RICA:

=

FOR THE GOVERN F THE DOMINICAN REPUBLIC

FOR THE GOVERNMENT OF EL SALVADOR:
THE GOVERNMENT OF GUATEMALA:

FOR THE GOVERNMENT OF HONDURAS:

FOR THE GOVERNMENJ OF

FOR THE GOVERNMENT OF TH UNITED STATES OF AMERICA:

zs @W
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UNDERSTANDING REGARDING THE ESTABLISHMENT
OF A SECRETARIAT FOR ENVIRONMENTAL MATTERS UNDER
THE DOMINICAN REPUBLIC - CENTRAL AMERICA - UNITED STATES
FREE TRADE AGREEMENT

February 18, 2005

The Governments of the Republic of Costa Rica, the Dominican Republic, the Republic
of El Salvador, the Republic of Guatemala, the Republic of Honduras, the Republic of
Nicaragua, and the United States of America (“FTA Govermnments™) have reached the following
understandings regarding the implementation of Articles 17.7 (Submissions on Enforcement
Matters) and 17.8 (Factual Records and Related Cooperation) of Chapter Seventeen
(Environment) of the Dominican Republic — Central America — United States Free Trade
Agreement signed on August 5, 2004 (“the Agreement™):

1. The FTA Governments shall request the Secretariat for Central American
Economiic Integration (“SIECA™) to establish a new unit within SIECA fo serve as the
“secretariat or other appropriate body” referred to in Article 17.7.1 of the Agreement and
to undertake the functions set out in Articles 17.7 and 17.8 of the Agreement.'

2. On consent of SIECA to such a request, the FTA Governments, through an
appropriate arrangement or agreement with SIECA, shall establish working
arrangements, including, as appropriate, procedures and guidelines, under which the unit
shall operate,” which shall provide, among other things, that:

(8  The Environmental Affairs Council (“the Council”) established under
Article 17.5 of the Agreement shall appoint a General Coordinator and
permanent professional staff of the unit. The unit shall be of appropriate
size and comprise persons with relevant expertise in environmental law
and its enforcement, inctuding regional expertise, and having a
demonstrated record of good judgment and objectivity;

(b) The unit shall function as an independent entity within SIECA and shall
have appropriate environmental and regional expertise;

(c)  The unit shall be under the sole direction and supervision of the Council,
and shall perform only those functions set out in Articles 17.7 and 17.8 of
the Agreement;

(d)  The Council shall establish a roster of environmental experts, comprising
persons with a demonstrated record of good judgment, objectivity, and
environmental expertise, including regional expertise, from which the unjt
shall select, as appropriate, according to procedures established by the
Council, individuals to assist the unit, under its direction, with the
preparation of factual records pursuant to Article 17.8 of the Agreement;

1 ;
The FTA Governments shall also ensure that any recommendations by the Council under Article 17.8.8 of

the Agreement shall be limited to matters in the context of potential environmental cooperation.
2 - . .
Through a decision of the Council, based upon a specific request, governments and/or relevant
organizations may share relevant experiences and expertise concerning the administration of procedures as set forth
in Articles 17.7 and 17.8 of the Agreement.




{e) The General Coordinator and unit staff members shall not receive
instructions from any govemment, or from any authority other than the
Council, and will report solely to the Council; and

(i  The Council shall establish appropriate provisions for the protection and
non-disclosure of confidential information received from submitters and

governments.

3. Each FTA Government shall make every reasonable effort to provide information
in a timely manner to the unit sufficient to enable it to perform its functions under
Articles 17.7 and 17.8 of the Agreement, subject to the provisions established pursuant to
paragraph 2(f) above.

This understanding shall enter into force on the date of entry into force of the Agreement.
!N OF COSTA RICA:

FOR THE G
J

FORT VERWT OF THE DOMINICAN LIC:
- —

FOR THE RNME FEL/SALVADOR:

FOR THE GOVERNMENT OF HON AS:

FOR THE GOV, ENT %&A@HA:

FOR THE GOVERNMENT OF THE UNITED STATES OF AMERICA:

A aers




EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE .
WASHINGTON, D.C. 20508

August 3, 2004

The Honorable Alberto Trejos
Minister of Foreign Trade
San Jose, Costa Rica

Dear Minister Trejos:

In connection with the signing of the Dominican Republic — Central America — United States
Free Trade Agreement (the “Agreement™), I have the honor to propose that the letters dated May
28, 2004 that our Governments signed in connection with the signing of the United States —
Central America Free Trade Agreement on that date are equally valid and applicable with respect
to the Agreement. These letters are:

Letter on poultry trade

Letter on bank sales representatives

Letter on foreign bank branches and additional reserve requirements
Letter on contracts of representation, distribution, or fabrication
Letter on extraction, generation, and refining

Letter on gambling

Letter on mining activities

Letter on wildlife, forestry, and zoning

Letter on Costa Rica’s radio-electric spectrum

Letter on continuation of “807” program

albe i

e S R

e

A copy of each letter is enclosed.

I have the further honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments,

Sincerely,

/(Jm‘ /Z ot

Robert B. Z4ellic

Enclosures



5 de Agosto, 2004

El Honorable Robert B. Zoellick
Representante Comercial de Estados Unidos
Washington, D.C.

Estimado Embajador Zoellick:
Me complace recibir su carta con fecha del dia de hoy, que lee de la siguiente manera:

“En relacion con la firma del Tratado de Libre Comercio Reptiblica Dominicana —
Centroamérica — Estados Unidos (el “Tratado”), tengo el honor de proponer que las cartas
fechadas 28 de mayo de 2004, que firmaron nuestros Gobiernos en conexién con la firma
del Tratado de Libre Comercio Centroamérica — Estados Unidos en esa misma fecha, son
igualmente validas y aplicables con respecto al Tratado. Estas cartas son:

Carta sobre came de ave

Carta sobre representantes de ventas bancarias

Carta sobre sucursales de bancos extranjeros

Carta sobre contratos de representacion, distribucidn, o fabricacion

Carta sobre extraccion de recursos naturales, generacion de energia y refineria
Carta sobre apuestas

Carta sobre actividades de mineria

Carta sobre vida silvestre, recursos forestales y planificacién urbana

Carta sobre espectro radioeléctrico de Costa Rica

0. Carta sobre continuacién del programa 807

=00 N DL

Se adjunta una copia de cada una de las cartas.

Tengo el honor de proponer que esta carta y su carta de confirmacién en respuesta a ella
constituiran un acuerdo entre nuestros dos Gobiermnos.”

Tengo el honor de aceptar su propuesta en nombre de mi Gobierno y de confirmar que su carta y
esta respuesta a la misma constituiran un acuerdo entre nuestros dos Gobiernos.

Sinceramente,

ey

Alberto Trejos

Tel.. (506) 257-0705 / Fax: (506) 233-9176 / e-mail: ax¥ds@coreRbo.cr
San José, Costa Rica ,



COURTESY TRANSLATION

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:
I am pleased to acknowledge your letter of today’s daté, which reads as follows:

“In connection with the signing of the Dominican Republic — Central America — United
States Free Trade Agreement (the “Agreement”), I have the honor to propose that the
letters dated May 28, 2004 that our Governments signed in connection with the signing of
the United States — Central America Free Trade Agreement on that date are equally valid
and applicable with respect to the Agreement. These letters are:

Letter on poultry trade

Letter on bank sales representatives

Letter on foreign bank branches and additional reserve requirements
Letter on contracts of representation, distribution, or fabrication
Letter on extraction, generation, and refining

Letter on gambling

Letter on mining activities

Letter on wildlife, forestry, and zoning

Letter on Costa Rica’s radio-electric spectrum

0.  Letter on continuation of “807” program

S ®NAN R W~

A copy of each letter is enclosed.

I have the further honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments.”

I have the honor to accept your proposal on behalf of my Government and to confirm that your
letter and this reply shall constitute an agreement between our two Governments.

Sincerely,

Alberto Trejos |




EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Alberto Trejos
Minister of Foreign Trade
San Jose, Costa Rica

Dear Minister Trejos:

[ have the honor to confirm the following understanding reached between the delegations
of the United States and Costa Rica in the course of negotiations regarding the Free Trade
Agreement between our Governments signed this day (the “Agreement”):

The United States and Costa Rica pledge to urge their specialized agencies to
implement technical and scientific work dedicated to achieving market access to
make trade in poultry products under the Agreement of mutual benefit.

I have the honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.

Sincerely,

."‘) .
/ 7 |
/K/’H A ) ro [l

Robert B. ZO((ﬁEi/'




28 de mayo de 2004

Honorable Robert B. Zoellick

Representante Comercial de Estados Unidos

Washington, D.C.

Estimado Embajador Zoellick:

Me complace recibir su carta con fecha del dia de hoy, que lee de la siguiente manera:
“Tengo el honor de confirmar el siguiente entendimiento alcanzado entre las
delegaciones de Estados Unidos y Costa Rica en el curso de las negociaciones del

Tratado de Libre Comercio entre nuestros gobiernos, firmado en este dia (el
“Tratado™).

Estados Unidos y Costa Rica se comprometen a instar a sus agencias

especializadas para que implementen un trabajo técnico y cientifico dedicado .

a lograr acceso a mercados para que el comercio de productos de carne de
ave dentro del Tratado sea de mutuo beneficio.

Tengo el honor de proponer que esta carta y su carta de confirmacién en respuesta a
ella constituirdn un acuerdo entre nuestros dos Gobiernos.”

Tengo el honor de confirmar que el entendimiento consignado en su carta es compartido
por mi Gobierno y que su carta y esta respuesta a la misma constituiran un acuerdo entre
nuestros Gobiernos.

Sinceramente,

Alberto Zjosj

Tel.: (506) 257-0705 / Fax: (506) 233-9176 / e-mail: atrejos@comex.go.cr
San José, Costa Rica




COURTESY TRANSLATION

May 28, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick-

I am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have the honor to confirm the following understanding reached between
the delegations of the United States and Costa Rica in the course of
negotiations regarding the Free Trade Agreement between our
Governments signed this day (the “Agreement™):

The United States and Costa Rica pledge to urge their specialized
agencies to implement technical and scientific work dedicated to
achieving market access to make trade in poultry products under
the Agreement of mutual benefit.

[ have the honor to propose that this letter and your letter of confirmation
in reply shall constitute an agreement between our two Governments.”

I have the honor to confirm that the understanding referred to in your letter is shared by

my Government, and that your letter and this reply shall constitute an agreement between
our Governments.

Sincerely,

Alberto Trejos




EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Alberto Trejos
Minister of Foreign Trade
San Jose, Costa Rica

Dear Minister Trejos:
I have the honor to confirm the following understanding reached between the delegations

of the United States and Costa Rica in the course of negotiations regarding the Specific
Commitments of Costa Rica on Insurance in Annex 12.9.2 (Specific Commitments) of

the Free Trade Agreement between our Governments signed this day (the “Agreement”):

An insurance company may supply insurance services in Costa Rica,
subject to regulatory standards consistent with the Agreement, through a
commercial relationship with banks provided that the insurance company
is the underwriter of the insurance policy.

I have the honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.

Sincerely,

./

;
(XX




28 de mayo de 2004

El Honorable Robert B. Zoellick
Representante de Comercio de Estados Unidos
Washington, D.C.

Estimado Embajador Zoellick:
Me complace acusar recibo de su carta con fecha de hoy, en la que se consigna lo siguiente:

“Tengo el honor de confirmar el siguiente entendimiento alcanzado entre las
delegaciones de los Estados Unidos y Costa Rica en el curso de las negociaciones
relativas a los Compromisos Especificos de Costa Rica en materia de servicios de
seguros en el Anexo 12.9.2 (Compromisos Especificos) del Tratado de Libre
Comercio firmado entre nuestros gobiernos este dia (el “Tratado”):

Una empresa de seguros podra suministrar servicios de seguros en Costa
Rica, sujeto a estandares regulatorios consistentes con el Tratado, a través de
una relacién comercial con los bancos, sujeto a que la empresa de seguros
sea la suscriptora de la poliza de seguros.

Tengo el honor de proponer que esta carta y su carta de confirmacién en respuesta
constituirdn un acuerdo entre nuestros dos Gobiernos.”

Tengo el honor de confirmar que el entendimiento referido en su carta es compartido por mi
Gobierno y que su carta y esta carta de respuesta constituirn un acuerdo entre nuestros
Gobiernos. '

Sinceramente,

-

/7j

Alberto Trejos

Tel.: (506) 257-0705 / Fax: (506) 233-9176 / e-mail: atrejos@comex.go.cr
San José, Costa Rica




COURTESY TRANSLATION

May 28, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:

I am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have the honor to confirm the following understanding reached between the
delegations of the United States and Costa Rica in the course of negotiations
regarding the Specific Commitments of Costa Rica on Insurance in Annex 12.9.2
(Specific Commitments) of the Free Trade Agreement between our Governments
signed this day (the “Agreement”):

An insurance company may supply insurance services in Costa
Rica, subject to regulatory standards consistent with the
Agreement, through a commercial relationship with banks
provided that the insurance company is the underwriter of the
insurance policy.

I have the honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments.”

I have the honor to confirm that the understanding referred to in your letter is shared by
my Government, and that your letter and this reply shall constitute an agreement between
our Governments.

Sincerely,

Alberto Trejos




28 de mayo de 2004

Honorable Randal K. Quarles

Assistant Secretary for International Affairs
Departamento del Tesoro de Estados Unidos
Washington, D.C. '

Estimado Sr. Quarles:

En conexién con el Tratado de Libre Comercio entre nuestros gobiernos firmado este dia
(el “Tratado™), tengo el honor de confirmar que:

El Gobierno de Costa Rica ha estado discutiendo y apoya la idea de modificar su
legislacion bancaria actual con el fin de permitir a bancos extranjeros realizar
actividades bancarias en Costa Rica por medio de sucursales locales, con sujecién a
los mismos estdndares regulatorios, de capital y de supervisién aplicables a los
bancos locales, y hard esfuerzos razonables para promover esa modificacion.

El Gobierno de Costa Rica ha estado discutiendo y apoya la idea de modificar su
requisito para los bancos privados de mantener reservas adicionales en los bancos

estatales al amparo del Articulo 59 de la Ley No. 1644 y hard esfuerzos razonables
para promover esa modificacion.

' Confio en que esta carta provee la informacién que Estados Unidos ha buscado con:
respecto a la posibilidad de sucursales de bancos extranjeros en Costa Rica, asi como con

respecto a la posible modificacion del requisito de reservas adicionales.

Sinceramente,

Alberto Trejos

Tel.: (506) 257-0705 / Fax: (506) 233-9176 / e-mail: atrejos@comex.go.cr
San José, Costa Rica



COURTESY TRANSLATION

May 28, 2004

The Honorable Randal K. Quarles
Assistant Secretary for International Affairs
U.S. Department of the Treasury
Washington, D.C.

Dear Mr. Quarles:

In connection with the Free Trade Agreement between our Governments signed this day
(the “Agreement™), I have the honor to confirm that:

The Government of Costa Rica has been discussing and supports the idea of
modifying its current banking law to allow foreign banks to carry out banking
activities in Costa Rica through local branches, subject to the same regulatory,
capital, and supervisory standards applicable to local banks, and will make
reasonable efforts to promote such modification.

The Government of Costa Rica has been discussing and supports the idea of
mod-lfymg its requirement for private banks to hold additional reserves with state
banks under Article 59 of Law No. 1644, and will make reasonable efforts to
promote such modification.

[ trust that this letter provides the information the United States has sought with regard to
the possibility of foreign bank branching in Costa Rica, as well as with regard to the

possible modification of the additional reserve requirement.

Sincerely,

Alberto Trejos



EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Alberto Trejos
Minister of Foreign Trade
San Jose, Costa Rica

Dear Minister Trejos:

[ have the honor to refer to discussions between the delegations of the United States and
Costa Rica in the course of negotiations regarding Annex 11.13 (Specific Commitments)
of the Free Trade Agreement between our Governments signed this day (the
“Agreement”) and to propose the following:

In paragraph 2 of Section A: Costa Rica of Annex 11.13, Costa Rica has
committed to develop a new legal regime applicable to contracts of
representation, distribution, or production. In the development of that legal
regime Costa Rica shall provide transparency in accordance with or equivalent to
that required under Article 11.7 (Transparency in Developing and Applying
Regulations) and Chapter Eighteen (Transparency) of the Agreement.

Paragraph 2(a) of Section A: Costa Rica of Annex 11.13 provides that the new
legal regime shall apply principles of general contract law and of civil procedure,
including the Cédigo Procesal Civil, Libro 1, Titulo IV, Capitulo V, to such
contracts. The United States and Costa Rica understand that such principles
include that, in a dispute, a court may attach the assets of, or require the posting of
a guarantee (in the form of a bond or cash deposit) by, the representative,
distributor, producer, or principal, as appropriate, in a reasonable amount based
on evidence presented by both parties as to actual damages that are likely to be
awarded in the final judgment. A representative, distributor, producer, or
principal with sufficient assets in Costa Rica to cover all or part of such judgment
may choose attachment, a guarantee, or both, if required.

In the case of arbitration, the United States and Costa Rica reaffirm that,
consistent with the Convention on the Recognition and Enforcement of Foreign
Arbitral Awards of June 10, 1958, U.S. and Costa Rican courts shall recognize
and enforce arbitral awards, except in certain limited circumstances specified in
the Convention.




The Honorable Alberto Trejos
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[ have the honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.

Sincerely,

Lot B
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28 de mayo de 2004

Honorable Robert B. Zoellick .
Representante de Comercio de Estados Unidos
Washington, D.C.

Estimado Embajador Zoellick:

Me complace acusar recibo de su carta con fecha de hoy, en la que se
consigna lo siguiente:

“Tengo el honor de referirme a Jas discusiones entre las delegaciones de
los Estados Unidos y Costa Rica en el curso de las negociaciones relativas
al Anexo 11.13 (Compromisos Especificos) del Tratado de Libre Comercio
entre nuestros gobiemnos firmado esta dia (el “Tratado”) y proponer lo
siguiente:

En el parrafo 2 de la Seccion A: Costa Rica del Anexo 11.13, Costa
Rica ha asumido el compromiso de desarrollar un nuevo régimen
legal aplicable a los contratos de representacioén, distribucién o
fabricacion. En el desarrollo de ese régimen legal, Costa Rica
proveerd transparencia de conformidad con o de forma equivalente
con ese requisito bajo el Articulo 11.7 (Transparencia en el
Desarrollo y Aplicacién de Regulaciones) y el Capitulo Dieciocho
(Transparencia) del Tratado.

El pérrafo 2(a) de la Seccién A: Costa Rica del Anexo 11.13,
dispone que el nuevo régimen legal aplicara a dichos contratos los
principios generales del derecho contractual y de procedimientos
civiles, incluyendo el Cddigo Procesal Civil, Libro I, Titulo IV,
Capitulo V. Los Estados Unidos y Costa Rica entienden que tales
principios incluyen que, en caso de una disputa, una Corte podra
embargar bienes o requerir el depdsito de una garantia (en forma de
un titulo valor o un depésito en efectivo) al representante,
distribuidor, fabricante o el principal, segiin corresponda, de una
cantidad razonable fundamentada en la prueba presentada por
ambas partes, sobre los dafios efectivos que probablemente sean

Tel.: (506) 257-0705 / Fax: (506) 233-9176 / e-mail: atrejos@comex.go.cr
| \ San José, Costa Rica




reconocidos en la resolucidn final. Un representante, distribuidor,
fabricante o el principal que tenga suficientes bienes en Costa Rica
que cubran todo o parte de dicha resolucion, podra escoger entre un
embargo o una garantia, 0 ambos, si es requerido.

En caso de arbitrajc, Estados Unidos y Costa Rica reafirman que,
de conformidad con la Convencidon sobre el Reconocimiento y
Ejecucion de Sentencias Arbitrales Extranjeras del 10 de Junio de
1958, las Cortes de Estados Unidos y de Costa Rica reconoceran y
hardn cumplir las sentencias arbitrales, excepto en ciertas
circunstancias limitadas, especificadas en dicha Convencién.

Tengo el honor de proponer que esta carta y su carta de confirmacion en
respuesta constituirdan un acuerdo entre nuestros dos Gobiernos.”

Tengo el honor de aceptar sus propuestas en nombre de mi Gobierno y de
confirmar que su carta y esta carta de respuesta constituiran un acuerdo entre
nuestros Gobiernos. .

Sinceramente,

Tel.: (506) 257-0705 / Fax: (506) 233-9176 / e-mail: atrejos@comex.go.cr
San José, Costa Rica



COURTESY TRANSLATION

May 28, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:
I'am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have the honor to refer to discussions between the delegations of the United
States and Costa Rica in the course of negotiations regarding Annex 11.13
(Specific Commitments) of the Free Trade Agreement between our Governments
signed this day (the “Agreement”) and to propose the following:

In paragraph 2 of Section A: Costa Rica of Annex 11.13, Costa Rica has
committed to develop a new legal regime applicable to contracts of
representation, distribution, or production. In the development of that
legal regime Costa Rica shall provide transparency in accordance with or
equivalent to that required under Article 11.7 (Transparency in
Developing and Applying Regulations) and Chapter Eighteen
(Transparency) of the Agreement.

Paragraph 2(a) of Section A: Costa Rica of Annex 11.13 provides that the
new legal regime shall apply principles of general contract law and of civil
procedure, including the Cddigo Procesal Civil, Libro I, Titulo IV,
Capitulo V, to such contracts. The United States and Costa Rica
understand that such principles include that, in a dispute, a court may
attach the assets of, or require the posting of a guarantee (in the form of a
bond or cash deposit) by, the representative, distributor, producer, or
principal, as appropriate, in a reasonable amount based on evidence
presented by both parties as to actual damages that are likely to be
awarded in the final judgment. A representative, distributor, producer, or
principal with sufficient assets in Costa Rica to cover all or part of such
judgment may choose attachment, a guarantee, or both, if required.

In the case of arbitration, the United States and Costa Rica reaffirm that,
consistent with the Convention on the Recognition and Enforcement of
Foreign Arbitral Awards of June 10, 1958, U.S. and Costa Rican courts




The Honorable Robert B. Zoellick
Page Two

shall recognize and enforce arbitral awards, except in certain limited
circumstances specified in the Convention.

I have the honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments.”

I have the honor to accept your proposals on behalf of my Government and to confirm
that your letter and this reply shall constitute an agreement between our Governments.

Sincerely,

Alberto Trejos




EXECUTIVE OFFICE OF THE “RESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Alberto Trejos
Minister of Foreign Trade
San Jose, Costa Rica

Dear Minister Trejos:

I'have the honor to confirm the following understanding reached between the delegations
of the United States and Costa Rica in the course of negotiations regarding Chapter
Eleven (Cross-Border Trade in Services) of the Free Trade Agreement between our
Governments signed this day (the “Agreement”):

The extraction of natural resources (mining), electricity generation, 'reﬁni'ng of
crude oil and its derivatives, hunting, and fishing shall not be considered as
services for purposes of the Agreement.

['have the honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.

Sincerely,

/( J\vj - A
Robert B. Zo?@

\

N




28 de mayo de 2004

El Honorable Robert B. Zoellick
Representante Comercial de Estados Unidos
Washington, D.C.

Estimado Embajador Zoellick:
Me complace recibir su carta con fecha del dia de hoy, que lee de la siguiente manera:

“Tengo el honor de confirmar el siguiente entendimiento alcanzado entre las
delegaciones de Estados Unidos y Costa Rica en el curso de las negociaciones sobre
el Capitulo Once (Comercio Transfronterizo de Servicios) del Tratado de Libre-
Comercio entre nuestros gobiernos, firmado en este dia (el “Tratado”):

La extraccion de recursos naturales (extraccion de minerales e
hidrocarburos), la generacion de electricidad, el refinamiento de petréleo
crudo y sus derivados, caza y pesca no se consideraran servicios para los
propositos de este Tratado.

Tengo el honor de proponer que esta carta y su carta de confirmacion en respuesta a
ella constituiran un acuerdo entre nuestros dos Gobiernos.”

Tengo el honor de confirmar que el entendimiento consignado en su carta es compartido
por mi Gobierno y que su carta y esta respuesta a la misma constituiran un acuerdo entre
nuestros Gobiernos.
Sinceramente,
(///—7 /

Alberto Trejos

Tel.: (506) 257-0705 / Fax: (506) 233-9176 / e-mail: atrejos@comex.go.cr
San Jose, Costa Rica




COURTESY TRANSLATION

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:

I am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have th¢ honor to confirm the following understanding reached between the
delegations of the United States and Costa Rica in the course of negotiations
regarding Chapter Eleven (Cross-Border Trade in Services) of the Free Trade
Agreement between our Governments signed this day (the “Agreement”):

The extraction of natural resources (mining), electricity generation,
refining of crude oil and its derivatives, hunting, and fishing shall not be
considered as services for purposes of the Agreement.

I have the honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments.”

I have the honor to confirm that the understanding referred to in your letter is. shared by

my Goverament, and that your letter and this reply shall constitute an agreement between

our Governments.

Sincerely,

Alberto Trejos



EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Alberto Trejos
Minister of Foreign Trade
San Jose, Costa Rica

Dear Minister Trejos:

I have the honor to confirm the following understanding reached between the delegations
of the United States and Costa Rica in the course of negotiations regarding Chapters Ten
(Investment) and Eleven (Cross-Border Trade in Services) of the Free Trade Agreement
between our Governments signed this day (the “Agreement”):

Nothing in Chapter Ten (Investment) or Eleven (Cross-Border Trade in Services)
prevents the United States or Costa Rica from adopting, maintaining, or enforcing

any measure consistent with the Agreement relating to sportsbooks or other
gambling activities within their respective national territories.

I have the honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.

Sincerely,

o7 . - s q
Koot £ A el

Robert B. Zoeliic



28.de mayo de 2004

Honorable Robert B. Zoellick
Representante Comercial de Estados Unidos
Washington, D.C.

Estimado Embajador Zoellick:
Me complace recibir su carta con fecha del dia de hoy, que lee de la siguiente manera:

“Tengo el honor de confirmar el siguiente entendimiento alcanzado entre las
delegaciones de Estados Unidos y Costa Rica en el curso de las negociaciones sobre
los Capitulos Diez (Inversién) y Once (Comercio Transfronterizo de Servicios) del
Tratado de Libre Comercio entre nuestros gobiernos, firmado en este dia (el
“Tratado™):

Nada en los Capitulos Diez (Inversién) u Once (Comercio Transfronterizo
de Servicios) impide que Estados Unidos o Costa Rica adopten, mantengan
o apliquen cualquier medida que sea consistente con el Tratado, relacionada
con apuestas electronicas u otras actividades de juegos de azar dentro de sus
respectivos territorios nacionales.

Tengo el honor de proponer que esta carta y su carta de confirmacion en respuestd a
ella constituirdn un acuerdo entre nuestros dos Gobiernos.”

Tengo el honor de confirmar que el entendimiento consignado en su carta es compartido
por mi Gobierno y que su carta y esta respuesta a la misma constituiran un acuerdo entre
nuestros Gobiernos.

Sinceramente,

)

Alberto Trejos

Tel.: (506) 257-0705 / Fax: (506) 233-9176 / e-mail: atrejos@comex.go.cr
San José, Costa Rica




COURTESY TRANSLATION

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:
I am pleased to acknowledge your letter of today’s date, which reads as follows:

. “I have the honor to confirm the following understanding reached between the
delegations of the United States and Costa Rica in the course of negotiations
regarding Chapters Ten (Investment) and Eleven (Cross-Border Trade in Services)
of the Free Trade Agreement between our Governments signed this day (the
“Agreement”):

Nothing in Chapter Ten (Investment) or Eleven (Cross-Border Trade in
Services) prevents the United States or Costa Rica from adopting,
maintaining, or enforcing any measure consistent with the Agreement
relating to sportsbooks or other gambling activities within their respective
national territories. '

I haye the honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments.”

I have the honor to confirm that the understanding referred to in your letter is shared by
my Government, and that your letter and this reply shall constitute an agreement between
our Governments.

Sincerely,

Alberto Trejos




EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Alberto Trejos
Minister of Foreign Trade
San Jose, Costa Rica .

Dear Minister Trejos:

[ have the honor to confirm the following understanding reached between the delegations
of the United States and Costa Rica in the course of negotiations regarding Chapters Ten
(Investment) and Eleven (Cross-Border Trade in Services) of the Free Trade Agreement
between our Governments signed this day (the “Agreement”): '

A nondiscriminatory indefinite moratorium on strip or open pit mining activities
declared in the territory of Costa Rica shall not be deemed to be a non-conforming
measure subject to the disciplines of Chapter Ten (Investment) or Eleven (Cross-
Border Trade in Services).

[ have the honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.

Sincerely,
7 7oz
//L_{'}{f% L & ’J&/’
Robert B. Zoeltck/




28 de mayo de 2004

Honorable Robert B. Zoellick
Representante Comercial de Estados Unidos
~ Washington, D.C.

Estimado Embajador Zoellick:
Me complace recibir su carta con fecha del dia de hoy, que lee de la siguiente manera:

“Tengo el honor de confirmar el siguiente entendimiento alcanzado entre las
delegaciones de Estados Unidos y Costa Rica en el curso de las negociaciones sobre
los Capitulos Diez (Inversién) y Once (Comercio Transfronterizo de Servicios) del
Tratado de Libre Comercio entre nuestros gobiernos, firmado en este dia (el
“Tratado™):

Una moratoria indefinida no discriminatoria para las actividades de mineria
a cielo abierto declarada en el territorio de Costa Rica no se considerara una
medida disconforme sujeta a las disciplinas de los Capitulos Diez
(Inversién) u Once (Comercio Transfronterizo de Servicios). |

Tengo ¢l honor de proponer que esta carta y su carta de confirmacién en respuesta a
ella constituiran un acuerdo entre nuestros dos Gobiernos.”

Tengo el honor de confirmar que el entendimiento consignado en su carta es compartido
por mi Gobierno y que su carta y esta respuesta a la misma constituiran un acuerdo entre
nuestros Gobiernos.

Sinceramente,

&)

Alberto Trejos

Tel.: (506) 257-0705 / Fax: (506) 233-9176 / e-mail: atrejos@comex.go.cr
San José, Costa Rica




COURTESY TRANSLATION

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:

[ am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have thé honor to confirm the following understanding reached between the
delegations of the United States and Costa Rica in the course of negotiations
regarding Chapters Ten (Investment) and Eleven (Cross-Border Trade in

Services) of the Free Trade Agreement between our Governments signed this day
(the “Agreement”):

A nondiscriminatory indefinite moratorium on strip or open pit mining
activities declared in the territory of Costa Rica shall not be deemed to be
a non-conforming measure subject to the disciplines of Chapter Ten
(Investment) or Eleven (Cross-Border Trade in Services).

I have the honor to propose that this letter and your letter of confirmation in reply
sha]l constitute an agreement between our two Governments.”
Y

I have the honor to confirm that the understanding referred to in your letter is shared by
my Government, and that your letter and this reply shall constitute an agreement between
our Governments.

Sincerely,

Alberto Trejos



EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Alberto Trejos
Minister of Foreign Trade
San Jose, Costa Rica

Dear Minister Trejos:

I have the honor to confirm the following understanding reached between the delegations
of the United States and Costa Rica in the course of negotiations regarding Chapters Ten
(Investment) and Eleven (Cross-Border Trade in Services) of the Free Trade Agreement

between our Governments signed this day (the “Agreement”):

Nothing in Chapter Ten (Investment) or Eleven (Cross-Border Trade in Services)
prevents the United States or Costa Rica from adopting, maintaining, or enforcing
any measure consistent with the Agreement relating to the following activities:

. the use of genetic material of wildlife (flora and fauna), wildlife
products, and wildlife by-products;

. the exploration or use of forestry, hydrological, edaphological,
archaeological, or zoological resources; and

. zoning and land use.

I have the honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.

Sincerely,

7 7

/</ lw + Vaadd / AV 4

Robert B. Zo?m




28 de mayo de 2004

El Honorable Robert B. Zoellick
Representante Comercial de Estados Unidos
Washington, D.C.

Estimado Embajador Zoellick:

Me complace recibir su carta‘con fecha del dia de hoy, que lee de la siguiente manera:

“Tengo el honor de confirmar el siguiente entendimiento alcanzado entre las
delegaciones de Estados Unidos y Costa Rica en el curso de las negociaciones sobre los
Capitulos Diez (Inversion) y Once (Comercio Transfronterizo de Servicios) del Tratado
de Libre Comercio entre nuestros gobiernos,, firmado en este dia (el “Tratado™):

Nada en los Capitulos'Diez (Inversién) u Once (Comercio Transfronterizo de
Servicios) impide que Estados Unidos o Costa Rica adopten, mantengan o apliquen
cualquier medida que sea consistente con el Tratado, relacionada con las siguientes
actividades:

» ¢l uso de material genético de vida silvestre (flora y fauna), productos de vida
silvestre y subproductos de vida silvestre;

» laexploraci6n o el uso de recursos forestales, hidrolégicos, edafologicos,
arqueoldgicos 0-zooldgicos; y

» planificacién urbana y uso de la tierra.

Tengo el honor de proponer que esta carta y su carta de confirmacion en respuesta a ella
constituirdn un acuerdo entre nuestros dos Gobiernos.”

Tel.: (506) 257-0705 / Fax: (506) 233-9176 / e-mail: atrejos@comex.go.cr
San Joség, Costa Rica




Tengo el bonor de confirmar que el entendimiento consignado en su carta es compartido
por mi Gobierno y que su carta y esta respuesta a la misma constituirdn un acuerdo entre
nuestros Gobiernos.

Sinceramente,
- =)

Alberto Trejos

Tel.: (506) 257-0705 / Fax: (506) 233-9176 / e-mail: atrejos@comex.go.cr
San José, Costa Rica

I



COURTESY TRANSLATION

May 28, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:
I am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have the honor to confirm the following understanding reached between the
delegations of the United States and Costa Rica in the course of negotiations
regarding Chapters Ten (Investment) and Eleven (Cross-Border Trade in
Services) of the Free Trade Agreement between our Governments signed this day
(the “Agreement”™):

Nothing in Chapter Ten (Investment) or Eleven (Cross-Border Trade in
Services) prevents the United States or Costa Rica from adopting,
maintaining, or enforcing any measure consistent with the Agreement
relating t6 the following activities:

* the use of genetic material of wildlife (flora and fauna), wildlife
products, and wildlife by-products;

° the exploration or use of forestry, hydrological, edaphological,
archaeological, or zoological resources; and '

. zoning and land use.

I have the honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments.”

I have the honor to confirm that the understanding referred to in your letter is shared by

my Government, and that your letter and this reply shall constitute an agreement between -

our Governments.

Sincerely,

Alberto Trejos



28 de mayo de 2004

Honorable Robert B. Zoellick
Representante de Comercio de Estados Unidos
Washington, D.C.

Estimado Embajador Zoellick:

Tengo el honor de referirme al Anexo 13 (Compromisos Especificos de Costa Rica en
Materia de Servicios de Telecomunicaciones) del Tratado de Libre Comercio entre nuestros
gobiernos firmado este dia (el “Tratado”) y proponer lo siguiente:

Costa Rica ha asumido una obligacion en el Tratado de abrir su mercado para el
suministro de servicios inaldmbricos de telecomunicaciones. Una vez abierto el
mercado, los proveedores competitivos de servicios inaldmbricos necesitardn ser
asignados con bloques del espectro para que puedan suministrar los servicios. La
Republica de Costa Rica debera, como minimo, en cumplimiento con su politica de
asignacion de espectro radioeléctrico para promover su uso mas eficiente y de
conformidad con las normas internacionales y regionales, asegurar que habra
suficientes frecuencias comercialmente relevantes disponibles en el espectro
nacional para satisfacer los compromisos de acceso a mercado incluidos en la
seccion I11.2 del Anexo 13. De acuerdo con las normas recomendadas por CITEL y
UIT, las frecuencias comercialmente relevantes para el suministro de servicios
inaldmbricos méviles comerciales se entiende que incluyen los siguientes rangos:
800 — 900 MHz y 1700 — 1999 MHz.

Tengo el honor de proponer que esta carta y su carta de confirmacién en respuesta
constituirdn un acuerdo entre nuestros Gobiernos.

Sinceramente;

/7/

o

Alberto Trejos

Tel.: (506) 257-0705 / Fax: (506) 233-9176 / e-mail: atrejos@comex.go.cr
San José, Costa Rica



COURTESY TRANSLATION

May 28, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:

I have the honor to refer to Annex 13 (Specific Commitments of Costa Rica on
Telecommunications Services) of the Free Trade Agreement between our Governments
signed this day (the “Agreement”) and to propose the following:

Costa Rica has undertaken an obligation in the Agreement to open its market for
the supply of wireless telecommunications services. Once the market is open,
competitive wireless service suppliers will need to be assigned blocks of spectrum
in order to supply services. The Republic of Costa Rica shall, at a minimum, in
corhpliance with its policy to allocate radio-electric spectrum in a manner to
promote its most efficient use, and in keeping with international and regional
norms, ensure that there will be sufficient, commercially relevant frequencies
available in the national spectrum in order to satisfy the market access
commitments included in section II1.2 of Annex 13. According to CITEL and

[TU recommended norms, commercially relevant frequencies for the provision of .

commercial mobile wireless services are understood to include the following
ranges: 800 — 900 MHz, and 1700 — 1999 MHz.

[ have the honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our Governments.

Sincerely,

Alberto Trejos




EXECUTIVE OFFICE OF THE "RESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Alberto Trejos
Minister of Foreign Trade
San Jose, Costa Rica

Dear Minister Trejos:
I 'am pleased to acknowledge your letter of today’s date, Which reads as follows:

“I have the honor to refer to Annex 13 (Specific Commitments of Costa Rica on
Telecommunications Services) of the Free Trade Agreement between our
Governments signed this day (the “Agreement”) and to propose the following:

Costa Rica has undertaken an obligation in the Agreement to open its
market for the supply of wireless telecommunications services. Once the
market is open, competitive wireless service suppliers will need to be
assigned blocks of spectrum in order to supply services. The Republic of
Costa Rica shall, at a minimum, in compliance with its policy to allocate
radio-electric spectrum in a manner to promote its most efficient use, and
in keeping with international and regional norms, ensure that there will be
sufficient, commercially relevant frequencies available in the national
spectrum in order to satisfy the market access commitments included in
section I11.2 of Annex 13. According to CITEL and ITU recommended
norms, commercially relevant frequencies for the provision of commercial
mobile wireless services are understood to include the following ranges:
800 — 900 MHz, and 1700 — 1999 MHz.

I have the honor to propose that this letter and your letters of confirmation in
reply shall constitute an agreement between our Governments.”

I have the honor to accept your proposal on behalf of my Government and to confirm that
your letter and this reply shall constitute an agreement between our Governments.

Sincerely,
~

[oboi B Nopllons

Robert B. Zgéllic




EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Alberto Trejos
Minister of Foreign Trade
San Jose, Costa Rica

Dear Minister Trejos:

I'have the honor to confirm the following understanding reached between the delegations
of the United States and Costa Rica in the course of negotiations regarding Chapter
Three, Section G (Textiles and Apparel) of the Free Trade Agreement between our
Governments sxgned this day (the “Agreement”):

Under tariff item 9802.00.80 of the Harmonized Tariff Schedule of the United
States (commonly referred to as the “807 program”), the United States assesses its
most-favored-nation duties on imports of apparel goods assembled abroad from
U.S.-formed and cut components only on the difference between the full value of
the imported goods and the value of the U.S. components. Nothmg in the

- Agreement modifies the avallablhty of this program.

. I'have the honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.

Sincerely,

2,
l', L /
/K b bt S \ el i/

Robert B. Zoelick
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28 de mayo de 2004

Honorable Robert B. Zoellick
Representante Comercial de los Estados Unidos
Washigton, D.C.

Estimado Embajador Zoellick:

Tengo el agrado de tener conocimiento de su carta con fecha de hoy, que dice lo siguiente:

“Tengo el honor de confirmar el siguiente entendimiento alcanzado entre las
delegaciones de los Estados Unidos y Costa Rica en el curso de las negociaciones
sobre el Capitulo Tres, Seccién G (Textiles y Vestido) del Tratado de Libre
Comercio entre nuestros Gobiernos firmado este dia (el “Tratado™) .

Bajo la fraccion arancelaria 9802.00.80 del Sistema Armonizado (HTS) de
los Estados Unidos (cominmente llamado el “programa 807”), los Estados
Unidos estiman sus aranceles NMF sobre las importaciones de prendas de
vestir confeccionadas en el exterior a partir de componentes formados y
cortados en los Estados Unidos anicamente sobre la diferencia entre el valor
total de la mercancia importada y el valor del componente estadounidense.
Nada en este Tratado modifica la disponibilidad de este programa.

Tengo el honor de proponer que esta carta y su carta de confirmacion en respuesta
* constituyan un acuerdo entre nuestros dos Gobiernos. ”

Tengo el honor de confirmar que el entendimiento al que se hace referencia es su carta es
compartido por mi Gobierno y que su carta y esta respuesta constituyan un acuerdo entre
nuestros Gobiernos respectivos.

Atentamente,

)/

Alberto Tfejos

Tel.: (506) 257-0705 / Fax: (506) 233-9176 /e-m

ail: atrejos@comex '
San José, Costa Rica go.cr



COURTESY TRANSLATION

May 28, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.:

Dear Ambassador Zoellick:
[ am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have the honor to confirm the following understanding reached between the
delegations of the United States and Costa Rica in the course of negotiations
regarding Chapter Three, Section G (Textiles and Apparel) of the Free Trade
Agreement between our Governments signed this day (the “Agreement”):

Under tariff item 9802.00.80 of the Harmonized Tariff Schedule of the
United States (commonly referred to as the “807 program™), the United
States assesses its most-favored-nation duties on imports of apparel goods
assembled abroad from U.S.-formed and cut components only on the
difference between the full value of the imported goods and the value of
the U.S. components. Nothing in the Agreement modifies the availability
of this program. :

[ have the honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments.”

[ have the honor to confirm that the understanding referred to in your letter is shared by
my Government, and that your letter and this reply shall constitute an agreement between

our respective Governments.

Sincerely,

Alberto Trejos




Secretaria de Estado de Industria y Comercio
Santo Domingo
REPUBLICA DOMINICANA

05 de agosto del 2004

El Honorable Robert B. Zoellick
Representante Comercial de Estados Unidos,
Washington, D.C.

Estimado Embajador Zoellick:

Por medio de la presente tengo el honor de confirmar el siguiente enfendimiento logrado entre las
delegaciones de la Republica Dominicana y los Estados Unidos en el curso de las negociaciones
del Tratado de Libre Comercio Republica Dominicana-Centroamérica-Estados Unidos que se
suscribe en el dia de hoy (el “Tratado™):

La Repuiblica Dominicana deberé asegurar que, para la fecha de entrada en vigor del
Tratado, su sistema de licencias de'importacién para los productos agricolas de los Estados
Unidos sea transparente y que las licencias de importacion sean emitidas de manera no
discriminatoria y en tiempo oportuno. En particular, la Reptiblica Dominicana no debera
otorgar o denegar licencias de importacién basadas en preocupaciones sanitarias o
fitosanitarias, requisitos de compras domesticas o criterios discrecionales. La Repiiblica
Dominicana debera aplicar cualquier medida sanitaria y fitosanitaria que imponga de
manera separada a su sistema de licencias de importacién.

Tengo el honor de proponer que esta carta y su carta de confirmacién en respuesta a ella
constituirdn un acuerdo entre nuestros dos Gobiernos.

Sonia Guzman de Herrfandez

Ave. México, Esq. Leopoldo Navarro, Edif. Oficinas Gubernamentales “Juan Pablo Duarte”, 7mo. Piso
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COURTESY TRANSLATION

August 5, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:

I'have the honor to confirm the following understanding reached between the delegations of the
United States and the Dominican Republic in the course of negotiations regarding the Dominican
Republic — Central America - United States Free Trade Agreement signed this day (the
“Agreement”):

The Dominican Republic shall ensure that, by the date of entry into force of the
Agreement, its import licensing system for U.S. agricultural goods is transparent and that
import licenses are issued in a timely and nondiscriminatory manner. In particular, the
Dominican Republic shall not grant or deny import licenses based on sanitary or
phytosanitary concerns, domestic purchasing requirements, or discretionary criteria. The
Dominican Republic shall enforce any sanitary or phytosanitary measures that it imposes
separately from its import-licensing system.

I have the honor to propose that this letter and your letter of confirmation in reply shall constitute
an agreement between our two Governments.

Sincerely,

Sonia Guzméan de Hernandez




EXECUTIVE OFFICE OF THE PRESIDENT

THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C 20508

August 5, 2004

The Honorable Sonia Guzman de Hernandez
Secretary of State of Industry and Commerce
Santo Domingo, Dominican Republic

Dear Secrétary Guzman;
I'am pleased to acknoswledge your letter of today’s date, which reads as follows:

\
|
“I have the honor to confirm the following understanding reached between the i
delegations of the United States and the Dominican Republic in the course of

negotiations regarding the Dominicar: Republic — Central America — United States Free

Trade Agreement signed this day (the “Agreement”):

The Dominican Republic shall ensure that, by the date of entry into force of the
Agreement, its import licensing system for U.S. agricultural goods is transparent -
and that import licenses are issued in a timely and nondiscriminatory manner. In
particular, the Dominican Republic shall not grant or deny import licenses based
on sanitary or phytosanitary concerns, domestic purchasing requirements, or
discretionary criteria. The Dominican Republic shall enforce any sanitary or

phytosanitary measures that it imposes separately from its import-licensing
system.

[ have the honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.”

I have the honor to confirm that the understanding referred to in your letter is shared by my

- Government, and that your letter and this reply shall constitute an agreement between our two
Governments.

Sincerely,

/gﬁmﬂz Iy

Robert B. Zoéllic




EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

Augx;lst 5, 2004

The Honorable Sonia Guzmén de Herndndez
Secretary of State of Industry and Commerce
Santo Domingo, Dominican Republic

Dear Secretary Guzman:

[ have the honor to confirm the following understanding reached between the delegations of the
United States and the Dominican Republic in the course of negotiations regarding Article 11.2
(National Treatment) of the Dominican Republic — Central America — United States Free Trade
Agreement signed this day (the “Agreement”):

Articles 135, 137, and 141 of the Labor Code of the Dominican Republic:

. treat as employees only natural persons under the dependency and immediate or
delegated direction of the employer;

. do not apply to enterprises organized under the laws of a foreign country or their
employees;
. do not apply to services supplied from the territory of a forexgn country into the

territory of the Dominican Republic;

. do not govern services provided by a liberal professional who practices
independently; and

. do not apply to services supplied on a temporary basis.

I have the further honor to confirm, for greater certainty, our shared understanding that
nothing in the preceding statements regarding the cited articles of the Labor Code is
inconsistent with application of these articles to natural persons under the dependency
and immediate or delegated direction of enterprises established in the Dominican
Republic.

I have the honor to propose that this letter and your letter of confirmation in reply shall constitute
and agreement between our two Governments.

Sincerely,

/Z/ML B Toetlu

Raobert B. Zoellick




Secretaria de Estado de Industria y Comercio
Santo Domingo
REPUBLICA DOMINICANA

05 de agosto del 2004

Honorable Robert B. Zoellick
Representante Comercial de
los Estados Unidos de América
Washington, D.C.

Estimado Embajador Zoellick:

Me complace reconocer su carta fechada en el dia de hoy, que lee de la siguiente manera:

“Tengo el honor de confirmar el entendimiento alcanzado entre las delegaciones de los Estados
Unidos y de la Repiblica Dominicana en el curso de las negociaciones acerca del A‘rtl'culo 11.2
(Trato Nacional) del Tratado de Libre Comercio Reptiblica Dominicana-Centroamérica- Estados

Unidos firmado el dia de hoy (el “Tratado™)

Los Articulos 135, 137 y 141 del Cédigo Laboral de la Republica Dominicana:

tratan como empleados solo a las personas naturales bajo dependencia o direccién
inmediata o delegada del empleador;

no aplican a las empresas organizadas bajo leyes extranjeras o a sus empleados;

no aplican a los servicios suministrados desde el territorio de un pais extranjero al
territorio de la Republica Dominicana;

no rigen para los servicios suministrados por un profesional liberal que ejerce de manera
independiente; y

no aplican a los servicios suministrados de forma temporal.

Tengo ademds el honor de confirmar, para mayor certeza, nuestro entendimiento comin de que
nada en las declaraciones anteriores relativas a los articulos citados del Cédigo Laboral es
inconsistente con la aplicacion de esos articulos a las personas naturales bajo la dependencia o
‘direccién inmediata o delegada de empresas establecidas en la Republica Dominicana.

v

Ave. México, Esq. Leopoldo Navarro, Edif. Oficinas Gubernamentales “Juan Pablo Duarte”, 7mo. Piso



Secretaria de Estado de Industria y Comercio
Santo Domingo
REPUBLICA DOMINICANA

Tengo el honor de proponer que esta carta y su carta de confirmacion en respuesta constituyan un
acuerdo entre nuestros dos Gobiernos.” ’

Tengo el honor de confirmar que el entendimiento a que se refiere en su carta es compartido por
mi Gobiemno, y que su carta y esta respuesta constituirdn un acuerdo entre nuestros dos Gobiernos.

Sinceramen

Ave. Méxif_:q,' }Esq. Leopoldo Navarro, Edif. Oficinas Gubernamentales “Juan Pablo Duarte”, 7mo. Piso




COURTESY TRANSLATION

August 5, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:
I am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have the honor to confirm the following understanding reached between the
delegations of the United States and the Dominican Republic in the course of
negotiations regarding Article 11.2 (National Treatment) of the Dominican Republic ~
Central America — United States Free Trade Agreement signed this day (the
“Agreement”):

Articles 135, 137, and 141 of the Labor Code of the Dominican Republic:

. treat as employees only natural persons under the dependency and
immediate or delegated direction of the employer;

. do not apply to enterprises organized under the laws of a foreign country
or their employees;

. do not apply to services supplied from the territory of a foreign country
into the territory of the Dominican Republic;

. do not govern services provided by a liberal professional who practices
independently; and

. do not apply to services supplied on a temporary basis.

I have the further honor to confirm, for greater certainty, our shared understanding
that nothing in the preceding statements regarding the cited articles of the Labor
Code is inconsistent with application of these articles to natural persons under the
dependency and immediate or delegated direction of enterprises established in the
Dominican Republic.

I have the honor to propose that this letter and your letter of confirmation in reply
shall constitute and agreement between our two Governments.”




[ have the honor to confirm that the understanding referred to in your letter is shared by my

Government, and that your letter and this reply shall constitute an agreement between our two
Governments.

Sincerely,

Sonia Guzmaén de Hernandez



Secretaria de Estado de Industria y Comercio
Santo Domingo
REPUBLICA DOMINICANA

05 de agosto del 2004

El Honorable Robert B. Zoellick
Representante Comercial de Estados Unidos,
Washington, D.C.

Estimado Embajador Zoellick:

Por medio de la presente tengo el honor de confirmar los siguientes entendimientos
logrados entre las delegaciones de la Repiiblica Dominicana y los Estados Unidos en el
curso de las negociaciones sobre el Capitulo Quince (Derechos de Propiedad Intelectual)
del Tratado de Libre Comercio Repiiblica Dominicana-Centroamérica-Estados Unidos
que se suscribe en el dia de hoy (el “Tratado™):

En el cumplimiento de las obligaciones incurridas por virtud del Articulo

15.11.26 (Ejecucién del Cumplimiento de los Derechos de Propiedad Intelectual), -

la Repilblica Dominicana tomara todas las medidas necesarias para frenar la
pirateria de transmision televisiva (la transmisién no autorizada -de materiales
protegidos por el derecho de autor) por parte de estaciones de transmision
propietarias de licencias, y de garantizar un impedimento a incumplimientos en el
futuro, seguin lo requiera el Capitulo Quince. Dentro de los proximos 60 dias a
partir del dia de hoy, y finalizando en el momento que nuestros Gobiemos
posteriormente puedan convenir, la Repiiblica Dominicana presentara un informe
trimestral por escrito a los Estados Unidos que describa los avances logrados por
la Republica Dominicana en la persecuciéon de la pirateria de la transmision
televisiva, incluyendo investigaciones y acciones criminales, administrativas y
civiles especificas. Dichos informes servirdn para complementar el cumplimiento
del Articulo 15.11.3, que dispone que las Partes pongan a disposicién del publico
informacion sobre la ejecucién de los derechos de propiedad intelectual.

Al implementar el Articulo 15.11.26 y el Articulo 15.11.6 al 15.11.16, la Repiblica
Dominicana hara todo esfuerzo por lograr inmediatamente la resolucién expedita de
casos criminales pendientes de violacién al derecho de autor, incluyendo aquellos casos
que estan pendientes en el tribunal de primera instancia ademas de los que se encuentren
en apelacién a la fecha de hoy. A pesar de que la Republica Dominicana respeta la
independencia de la judicatura, el Gobierno reconoce el hecho de que existe una

necesidad significativa de mejorar la agilidad de la accién judicial para cumplir todas las '

obligaciones del Capitulo Quince.

e

Ave. Méxivccl),' Esq. Leopoldo Navarro, Edif. Oficinas Gubernamentales “Juan Pablo Duarte”, 7mo. Piso
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Secretaria de Estado de Industria y Comercio
Santo Domingo
REPUBLICA DOMINICANA

Tengo el honor de proponer que esta carta y su carta de confirmacién en respuesta a ella
constituirdn un acuerdo entre nuestros dos Gobiernos.

Muy atentamente

<=/

Sonia Guzman de He

Ave. México, Esq. Leopoldo Navarro, Edlf Oficinas Gubernamentales “Juan Pablo Duarte“ 7mo. Piso
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COURTESY TRANSLATION

August 5, 2004

The HonorableRobert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:

[ have the honor to confirm the following understandings reached between the delegations of the
Dominican Republic and the United States in the course of negotiations regarding Chapter
Fifteen (Intellectual Property Rights) of the Dominican Republic — Central America — United
States Free Trade Agreement signed this day (the “Agreement™):

In fulfilling its obligations under Article 15.11.26 (Enforcement of Intellectual Property
Rights), the Dominican Republic will take all necessary steps to halt television
broadcasting piracy (the unauthorized broadcasting of copyrighted materials) by licensed
broadcasting stations and to provide a deterrent to future infringements, as required by
Chapter Fifteen. Beginning within 60 days from today and ending at such time as our
Governments may later agree, the Dominican Republic shall provide a written quarterly
report to the United States describing progress that the Dominican Republic has made in
pursuing television broadcasting piracy, including specific criminal, administrative, and
civil investigations and actions. These reports will serve to complement compliance with
Article 15.11.3, which calls on the Parties to make information on intellectual property
rights enforcement publicly available.

In implementing Article 15.11.26 and Article 15.11.6 through 15.11.16 , the Dominican -
Republic shall make every effort to immediately achieve the expeditious resolution of pending
criminal copyright infringement cases, including those pending in the court of first instance as
well as those on appeal as of today’s date. While the Dominican Republic respects the
independence of the judiciary, the Government acknowledges that there is a significant need for
improvement in the promptness of judicial action in order to meet all the obligations of Chapter
Fifteen.

I have the honor to propose that this letter and your letter of confirmation in reply shall constitute
an agreement between our two Governments.

Sincerely,

Sonia Guzman de Hernandez




EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON. D.C. 20508

August 5, 2004

The Honorable Sonia Guzman de Hernandez
Secretary of State of Industry and Commerce
Santo Domingo, Dominican Republic

Dear Secretary Guzmaén:
I am pleased to acknewledge your letter of today’s date, which reads as follows:

“I have the honor to confirm the following understandings reached between the
delegations of the Dominican Republic and the United States in the course of
negotiations regarding Chapter Fifteen (Intellectual Property Rights) of the Dominican
Republic - Central America — United States Free Trade Agreement signed this day (the
“Agreement”):

In fulfilling its obligations under Article 15.11.26 (Enforcement of Intellectual
Property Rights), the Dominican Republic will take all necessary steps to halt
television broadcasting piracy (the unauthorized broadcasting of copyrighted
materials) by licensed broadcasting stations and to provide a deterrent to future
infringements, as required by Chapter Fifteen. Beginning within 60 days from
today and ending at such time as our Governments may later agree, the
Dominican Republic shall provide a written quarterly report to the United States
describing progress that the Dominican Republic has made in pursuing television
broadcasting piracy, including specific criminal, administrative, and civil
investigations and actions. These reports will serve to complement compliance
with Article 15.11.3, which calls on the Patties to make information on
intellectual property rights enforcement publicly available.

In implementing Article 15.11.26 and Article 15.11.6 through 15.11.16 , the Dominican
Republic shall make every effort to immediately achieve the expeditious resolution of
pending criminal copyright infringement cases, including those pending in the court of
first instance as well as those on appeal as of today’s date. While the Dominican
Republic respects the independence of the judiciary, the Government acknowledges that
there is a significant need for improvement in the promptness of judicial action in order
to meet all the obligations of Chapter Fifteen.

| I have the honor to propose that this letter and your letter of confirmation in reply shall
| constitute an agreement between our two Governments.”




The Honorable Robert B. Zoellick
Page Two

[ have the honor to confirm that the understandings referred to in your letter are shared by my
Government, and that your letter and this reply shall constitute an agreement between our two
Governments.

Sincerely,

Lt § % ellu

Robert B. Zgellic




EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

August 5, 2004

The Honorable Sonia Guzman de Hernandez
Secretary of State of Industry and Commerce
Santo Domingo, Dominican Republic

Dear Secretary Guzman:

In the course of negotiations between the United States and the Dominican Republic regarding
the Dominican Republic — Central America — United States Free Trade Agreement signed this
day (the “Agreement”), representatives of the Dominican Republic noted that, under the
Caribbean Basin Trade Partnership Act (CBTPA), articles produced in the Dominican Republic
that are currently eligible for CBTPA benefits will no longer be eligible for these benefits once
the Agreement enters into force. The Dominican representatives expressed concern that, as a
result, articles that are co-produced by enterprises in the Dominican Republic and the Republic
of Haiti will also become ineligible for CBTPA benefits.

I am pleased to confirm that the Administration intends to work with the Congress to amend the
CBTPA to allow articles currently eligible for CBTPA benefits that are co-produced by
enterprises located in the territory of a Party to the Agreement and in a CBTPA beneficiary
country to continue to be eligible for such benefits after the Agreement enters into force.

Sincerely,

fobet £ Yatog

Robert B. Zgelli




05 de agosto del 2004

Sefiora

Regina K. Vargo

Representante Comercial Adjunto
de Estados Unidos,

Washington, D.C.

Estimada Sefiora Vargo:

En el curso de las negociaciones entre los Estados Unidos y la Repiblica Dominicana con
respecto al Tratado de Libre Comercio Republica Dominicana-Centroamérica-Estados
Unidos que se suscribe en el dia de hoy (el “Tratado”), las delegaciones de la Repiblica
Dominicana y los Estados Unidos discutieron la manera en que la Repiblica Dominicana
regula su industria de las telecomunicaciones, y cémo el enfoque de la Repiblica
Dominicana en cuanto a la regulacion del sector cumple con las obligaciones establecidas
en el Capitulo Trece (Telecomunicaciones) del Tratado.

Ambas delegaciones reconocieron el hecho de que la Repiblica Dominicana otorga
mucha importancia al desarrollo y a la modemnizacién de su infraestructura de
telecomunicaciones. La delegacion de la Repiblica Dominicana indico lo siguiente:
f
e La Ley General de Telecomunicaciones No. 153-98 dispone que la industria de
las telecomunicaciones de la Republica Dominicana opere en base a los principios
de servicio universal, del ingreso al mercado sin restricciones, de la libertad de
negociacion tarifaria, la libertad de contratacién, la minima regulacion, y a un
ente regulador fuerte y auténomo.

rnsliluIIu]Domingano deolas Tel!comungaciunel;

e La Ley No. 153-98 esta concebida para promover la competencia abierta, leal y
sostenible, con el objetivo de aumentar la teledensidad, mejorar el servicio, y

promover la innovacion.

e Las politicas regulatorias del Gobierno han beneficiado el crecimiento del sector
de las telecomunicaciones de la Repiliblica Dominicana; han logrado atraer a
nuevas operadoras, han aumentado la inversion por parte de las operadoras
establecidas, han promovido el impresionante crecimiento de la teledensidad
inalambrica, y han elevado tanto cl volumen como la variedad de los servicios de

telecomunicaciones. 9"\

Av. Abraham Lincoln, No. 962, Edificio Osir
Santo Domingo, Repiiblica Dominicana
Tel.: (809) 732-5555 ¢ Fax: {809) 732-39(
t-mail: indotelf indotel.org.do
Web: www.indotel.org.do




-
-
I]s!i!ull;louminq”o deolas Tal!cnmungacion!
¢ El enfoque de la Republica Dominicana de promover la competencia y limitar la
regulacién innecesana ha dado como resultado que el sector se convirtiera en la
~ segunda fuente mas importante de inversion extranjera.

La Repiiblica Dominicana planea continuar aplicando una estrategia de desarrollo para su
' sector de telecomunicaciones que promueva el servicio universal, mejore la teledensidad,
y promueva la competencia — objetivos plenamente compatibles con los del Capitulo
Trece del Tratado. El capitulo no establece un solo enfoque a la regulacion, sino que
permite que cada una de las Partes disponga de un elevado nivel de flexibilidad para
determinar como cumplir los requerimientos del capitulo. La Republica Dominicana ‘se
propone cumplir varias obligaciones claves establecidas por el capitulo a través de la
competencia en base al mercado, negociaciones entre suplidores y otras empresas, y
negociaciones entre los suplidores mismos. En ese sentido, las negociaciones
comerciales constituyen una valiosa herramienta en la formulacién de un mercado
competitivo de comunicaciones. La Repiiblica Dominicana, tal como lo dispone su
legislacién nacional, se propone utilizar medidas regulatorias cuando la competencia y
. otras fuerzas del mercado y las negociaciones comerciales no logren cumplir con sus

obligaciones bajo el capitulo.

La presente carta de ninguna manera modifica los derechos y las obligaciones de la
Republica Dominicana y de los Estados Unidos bajo el Tratado.

Mucho le agradeceré su confirmacion de que su Gobierne comparta las opiniones con

respecto a los objetivos y las obligaciones establecidas en el Capitulo Trece segin se
indica en la presente carta.

Sinceramente,

e

Orfando J era

Av. Abraham Lincoln, No. 962, Edificio Osiric
Santo Domingo, Republica Dominicana
Tel.: (809) 732-5555 < Fax: (809) 732-390.
E-mail: indotel indotel.org.do
Web: www.indotel.org.do




COURTESY TRANSLATION

August 5, 2004

Ms. Regina K. Vargo
Assistant U.S. Trade Representative
Washington, D.C.

Dear Ms. Vargo:

In the course of negotiations between the United States and the Dominican Republic regarding
the Dominican Republic — Central America — United States Free Trade Agreement signed this
day (the “Agreement”), the delegations of the Dominican Republic and the United States
discussed the manner in which the Dominican Republic regulates its telecommunications
industry and how the Dominican Republic’s approach to regulation in the sector comports with
the obligations set out in Chapter Thirteen (Telecommunications) of the Agreement.

Both delegations recognized that the Dominican Republic attaches great importance to the
development and modernization of its telecommunications infrastructure. The delegation of the
Dominican Republic noted that:

o General Telecommunication Law No. 153-98 provides for the Dominican Republic’s
telecommunications industry to operate based on principles of universal service,
unrestricted market entrance, freely negotiated tariffs, freedom of contract, minimum
regulation, and a strong and autonomous regulatory body.

. Law No. 153-98 is designed to promote open, fair, and sustainable competition, with the
objective of increasing teledensity, improving service, and spurring innovation.

. The Government’s regulatory policies have helped the Dominican Republic’s
telecommunications sector grow, attract new operators, increase investment by
established operators, promote impressive growth in wireless teledensity, and boost both
the volume and variety of telecommunications services.

. The Dominican Republic’s approach of encouraging competition and limiting
unnecessary regulation has resulted in the sector becommg the country’s second most
important source of foreign investment.

The Dominican Republic plans to continue to apply a development strategy for its
telecommunications sector that fosters universal service, improves teledensity, and promotes
competition ~ objectives that are fully compatible with those of Chapter Thirteen of the
Agreement. The chapter does not prescribe a single approach to regulation, but rather allows
each Party a substantial degree of flexibility in determining how to meet the chapter’s




Ms. Regina K. Vargo
Page Two

requirements. The Dominican Republic intends to satisfy several key obligations established by ;
the chapter through market-based competition, negotiations between suppliers and other |
enterprises, and negotiations between suppliers themselves. Thus, commercial negotiations |
constitute a valuable tool in shaping a competitive communications marketplace. The

Dominican Republic, as provided under its domestic law, intends to use regulatory measures

when competition and other market forces and commercial negotiations cannot satisfy its

obligations under the chapter.

This letter in no way modifies the rights and obligations of the Dominican Republic and the
United States under the Agreement.

I would be grateful if you could confirm that your Government shares the views regarding the
objectives and obligations of Chapter Thirteen set out in this letter.

Sincerely,

Orlando Jorge Mera



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

August 5, 2004

Lic. Orlando Jorge Mera

Secretary of State

President of the Council of Directors
INDOTEL ,

Santo Domingo, Dominican Republic

Dear Mr. Mera:
I am pleased to acknowledge your letter of today’s date, which reads as follows:

“In the course of negotiations between the United States and the Dominican Republic
regarding the Dominican Republic — Central America — United States Free Trade
Agreement signed this day (the “Agreement”), the delegations of the Dominican
Republic and the United States discussed the manner in which the Dominican Republic
regulates its telecommunications industry and how the Dominican Republic’s approach to
regulation in the sector comports with the obligations set out in Chapter Thirteen
(Telecommunications) of the Agreemernit.

Both delegations recognized that the Dominican Republic attaches great importance to
the development and modernization of its telecommunications infrastructure. The
delegation of the Dominican Republic noted that:

. General Telecommunication Law No. 153-98 provides for the Dominican
Republic’s telecommunications industry to operate based on principles of
universal service, unrestricted market entrance, freely negotiated tariffs, freedom
of contract, minimum regulation, and a strong and autonomous regulatory body.

. Law No. 153-98 is designed to promote open, fair, and sustainable competition,
with the objective of increasing teledensity, improving service, and spurring
innovation.

. The Government’s regulatory policies have helped the Dominican Republic’s

telecommunications sector grow, attract new operators, increase investment by
established operators, promote impressive growth in wireless teledensity, and
boost both the volume and variety of telecommunications services.

. The Dominican Republic’s approach of encouraging competition and limiting
unnecessary regulation has resulted in the sector becoming the country’s second
most important source of foreign investment.




Mr. Orlando Jorge Mera
Page Two

The Dominican Republic plans to continue to apply a development strategy for its
telecommunications sector that fosters universal service, improves teledensity, and
promotes competition — objectives that are fully compatible with those of Chapter
Thirteen of the Agreement. The chapter does not prescribe a single approach to
regulation, but rather allows each Party a substantial degree of flexibility in determining
how to meet the chapter’s requirements. The Dominican Republic intends to satisfy
several key obligations established by the chapter through market-based competition,
negotiations between suppliers and other enterprises, and negotiations between suppliers
themselves. Thus, commercial negotiaticns constitute a valuable tool in shaping a
competitive communications marketplace. The Dominican Republic, as provided under
its domestic law, intends to use regulatory measures when competition and other market
forces and commercial negotiations cannot satisfy its obligations under the chapter.

This letter in no way modifies the rights and obligations of the Dominican Republic and
the United States under the Agreement.

I would be grateful if you could confirm that your Government shares the views
regarding the objectives and obligations of Chapter Thirteen set out in this letter.”

I have the honor to confirm that my Government shares the views regarding the objecnves and
obligations of Chapter Thirteen set out in your letter.

Sincerely,

Regima K. Vargo




EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

August 5, 2004

The Honorable Eduardo Ayala Grimaldi
Vice Minister of Economy
San Salvador, El Salvador ‘

Dear Vice Minister Ayala Grimaldi:

In connection with the signing of the Dominican Republic — Central America — United States

Free Trade Agreement (the “Agreement”), I have the honor to propose that the letters dated May
28, 2004 that our Governments signed in connection with the signing of the United States — |
Central America Free Trade Agreement on that date are equally valid and applicable with respect |
to the Agreement. These letters are: |

1. Letter on poultry trade
2. Letter on Labor Code
3. Letter on public utility services

A copy of each letter is enclosed.

I have the further honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.

Sincerely, A |

Dt B Flto

Robert B. Zoelli

Enclosures
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05 de agosto de 2004

El Honorable Robert B. Zoellick
Representante Comercial de Estados Unidos
Washington, D.C. : :
Estimado Embajador Zoellick:

Me complace recibir su carta con fecha del dia de hoy, que lee de la siguiente manera:

“En relacion con la firma del Tratado de Libre Comercio Republica Dominicana —
Centro América — Estados Unidos (el “Tratado™), tengo el honor de proponer que las
cartas fechadas 28 de mayo de 2004, que firmaron nuestros gobiernos en conexion
con la firma del Tratado de Libre Comercio Centroamérica — Estados Unidos en esa

- misma fecha, son igualmente validas y aplicables con respecto al Tratado. Estas

cartas son:

1. Carta sobre productos avicolas
2. Carta sobre el Cédigo de Trabajo
3. Carta sobre Servicios Piblicos

Se adjunta una copia de cada una de las cartas.

Tengo el honor de proponer que esta carta y su carta de confirmacion en respuesta a
ella constituirdn un acuerdo entre nuestros dos Gobiernos.”

Tengo el honor de aceptar su propuesta en nombre de mi Gobierno y de confirmar que su
carta y esta respuesta a la misma constituirdn un acuerdo entre nuestros dos Gobiernos.

Sinceramente

-

uardo Ayala Grimaldi



COURTESY TRANSLATION

August 5, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:
I am pleased to acknowledge your letter of today’s date, which reads as follows:

“In connection with the signing of the Dominican Republic — Central America -~ United
States Free Trade Agreement (the “Agreement”), I have the honor to propose that the
letters dated May 28, 2004 that our Governments signed in connection with the signing of
the United States — Central America Free Trade Agreement on that date are equally valid
and applicable with respect to the Agreement. These letters are:

1. Letter on poultry trade
2. Letter on Labor Code
3. Letter on public utility services

A copy of each letter is enclosed.

I have the further honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments.”

I have the honor to accept your proposal on behalf of my Government and to confirm that your
letter and this reply shall constitute an agreement between our two Governments.

Sincerely,

Eduardo Ayala Grimaldi




EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D C. 20508

May 28, 2004

The Honorable Miguel Lacayo
Minister of Economy
San Salvador, El Salvador

Dear Minister Lacayo:

[ have the honor to confirm the following understanding reached between the delegations
of the United States and El Salvador in the course of negotiations regarding the Free
Trade Agreement between our Governments signed this day (the “Agreement”):

The United States and El Salvador pledge to urge their specialized agencies to
implement technical and scientific work dedicated to achieving market access to
make trade in poultry products under the Agreement of mutual benefit.

I have the honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.

Sincerely,

Zc/%u Wuv =l

RobertB Zoglick



. 28 de Mayo de 2004

Honorable Robert B. Zoellick ,
Representante de-Comercio de los Estados Unidos
Washington, D.C. ’

Estimado Embajador Zoellick:
Tengo el agrado de reconocer vuestra carta de fecha de hoy, la cual se lee como sigue:

“Tengo el honor de confirmar el siguiente entendimiento alcanzado entre las delegaciones
de los Estados Unidos y El Salvador en el curso de las negociaciones relativas al Tratado de
Libre Comercio entre nuestros Gobiernos firmado este dia (el “Tratado”):

“Los Estados Unidos y El Salvador se comprometen a instar a sus agencias
especializadas a implementar el trabajo técnico y cientifico orientado a lograr un
acceso a mercados para que el comercio de productos avicolas bajo este Tratado,
sea de beneficio mutuo.”

Tengo el honor de proponer que esta carta y vuestra carta de confirmacion en respuesta,
constituyan un acuerdo entre nuestros Gobiernos.”

Tengo el honor de confirmar que mi Gobierno comparte el entendimiento referido en
vuestra carta, y que dicha carta y esta carta de respuesta constituyen un acuerdo entre
nuestros Gobiernos.

Sinceramente,

/7’40ﬂ DLy

Migue yo




COURTESY TRANSLATION

May 28, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:
I'am pleased to acknowledge your letter of today’s date, which reads as follows: '

“I have the honor to confirm the following understanding reached between the
delegations of the United States and El Salvador in the course of negotiations
regarding the Free Trade Agreement between our Governments signed this day
(the “Agreement”):

The United States and El Salvador pledge to urge their specialized
agencies to implement technical and scientific work dedicated to
achieving market access to make trade in poultry products under the
Agreement of mutual benefit. ‘

I hawe the honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments.”

I have the honor to confirm that the understanding referred to in your letter is shared by
my Government, and that your letter and this reply shall constitute an agreement between
our Governments.

Sincerely,

Miguel Lacayo




EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Miguel Lacayo
Minister of Economy
San Salvador, El Salvador

Dear Minister Lacayo:

I have the honor to confirm the following understanding reached between the delegations
of the United States and El Salvador in the course of negotiations regarding Chapter
Eleven (Cross-Border Trade in Services) and Annex I of the Free Trade Agreement
between our Governments signed this day (the “Agreement”):

Articles 7 and 10 of the Cédigo de Trabajo are not inconsistent with Chapter
Eleven (Cross-Border Trade in Services) of the Agreement.

I have the honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments. :

Sincerely,

) , B
/\/J)":‘fo /g Lo (&IL__;:',

Robert B. Zoellick




Secretarfa de Estado
Despachio Sefior Ministro

28 de mayo de 2004

Honorable Robert B. Zoellick
Representante de Comercio de los Estados Unidos
Washington, D.C.

Estimado Embajador Zoellick:

Tengo el agrado de reconocer vuestra carta de fecha de hoy, la cual se lee como sigue:

“Tengo el honor de confirmar el siguiente entendimiento alcanzado entre las delegaciones
de los'Estados Unidos y El Salvador en el curso de las negociaciones relativas al Capitulo
Once (Comercio Transfronterizo de Servicios) y el Anexo I del Tratado de Libre Comercio
entre nuestros Gobiernos firmado este dia (el “Tratado™):

Los Articulos 7 y 10 del Cédigo de Trabajo no son inconsistentes con el Capitulo Once
(Comercio Transfronterizo de Servicios) del Tratado.

Tengo el honor de proponer que esta carta y vuestra carta de confirmacioén en respuesta,
cofistituyan un acuerdo entre nuestros Gobiernos.”

Tengo el honor de confirmar que mi Gobierno comparte el entendimiento referido en vuestra carta,
y que dicha carta y esta carta de respuesta constituyen un acuerdo entre nuestros Gobiernos.




COURTESY TRANSLATION

May 28, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:
I am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have the honor to confirm the following understanding reached between the
delegations of the United States and El Salvador in the course of negotiations
regarding Chapter Eléven (Cross-Border Trade in Services) and Annex [ of the
Free Trade Agreement between our Governments signed this day (the
“Agreement”):

Articles 7 and 10 of the Cédigo de Trabajo are not inconsistent with
Chapter Eleven (Cross-Border Trade in Services) of the Agreement.

I have the honor to propose that this letter and your letter of confirmation in reply
shal] constitute an agreement between our two Governments.”

I have the honor to confirm that the understanding referred to in your letter is shared by
my Government, and that your letter and this reply shall constltute an agreement between
our Governments.

Sincerely,

Miguel Lacayo



EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Miguel Lacayo
Minister of Economy
San Salvador, El Salvador

Dear Minister Lacayo:

I have the honor to confirm the following understanding reached between the delegations
of the United States and El Salvador in the course of negotiations regarding Chapter Ten
of the Free Trade Agreement between our Governments signed this day (the
“Agreement”): '

For greater certainty, nothing in the Agreement shall be construed to require a
Party to privatize public utility services supplied in the exercise of governmental
authority.

I have the honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.

Sincerely,

7. -
/(:Iiy"‘ A
Robert B. Zofllic




Secretaria de Estado
Despacho Sefior Ministro

28 de Mayo de 2004

Honorable Robert B. Zoellick

Representante de Comercio de los Estados Unidos
Washington, D.C.

Estimado Embajador Zoellick:

Tengo el agrado de reconocer vuestra carta de fecha de hoy, la cual se lee como sigue:

“Tengo el honor de confirmar el siguiente entendimiento alcanzado entre las delegaciones
de los Estados Unidos y El Salvador en el curso de las negociaciones relativas al Capitulo
Diez del Tratado de Libre Comercio entre nuestros Gobiernos firmado este dia (el
“Tratado™):

Para mayor certeza, nada en este Tratado se interpretard en el sentido de requerir a una
Parte privatizar los servicios publicos suministrados en el ejercicio de facultades
gubernamentales.

Tengo el honor de proponer esta carta y vuestra carta de confirmacion en respuesta,
constituiran un acuerdo entre nuestros Gobiernos.”

Tengo el honor de confirmar que mi Gobierno comparte el entendimiento referido en vuestra carta,
y que dicha carta y esta carta de respuesta constituyen un acuerdo entre nuestros Gobiernos,

Sinceramente, !




COURTESY TRANSLATION

May 28, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador fZoc:llick:

I 'am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have the honor to confirm the following understanding reached between the
delegations of the United States and El Salvador in the course of negotiations
regarding Chapter Ten of the Free Trade Agreement between our Governments
signed this day (the “Agreement”):

For greater certainty, nothing:in the Agreement shall be construed to
require a Party to privatize public utility services supplied in the exercise
of governmental authority.

I hiwe the honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments.”

I'have the honor to confirm that the understanding referred to in your letter is shared by
my Government, and that your letter and this reply shall constitute an agreement between
our Governments.

Sincerely,

Miguel Lacayo



EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

August 5, 2004

~ The Honorable Eduardo Ayala Grimaldi
Vice Minister of Economy
San Salvador, E! Salvador

Dear Vice Minister Ayala Grimaldi:

This letter describes the tariff treatment to be applied by the United States to certain finished
confectionery products under the Dominican Republic — Central America — United States Free
Trade Agreement signed this day (the “Agreement”).

Finished confectionary products classified in headings 1704 and 1806 of the Harmonized Tariff
Schedule of the United States (“HTSUS”) that are excluded from Additional U.S. Note 2 to
chapter 17 of the HTSUS, Additional U.S. Note 3 to chapter 17 of the HTSUS, and Additional
U.S. Notes 2 and 3 to chapter 18 of the HTSUS are not subject to the tariff-rate quota on sugar
goods established in subparagraph 3 of Appendix I to the Schedule of the United States to Annex
3.3. Instead, such goods will be treated in accordance with the provisions of staging category A
of Annex 3.3. ' “

Additional U.S. Note 2 to chapter 17 of the HTSUS, which covers articles containing over 65
percent sugar, excludes products “prepared for marketing to the ultimate consumer in the
identical form and package in which imported.”

Additional U.S. Note 3 to chapter 17 of the HTSUS, which covers articles containing over 10

percent sugar, excludes articles that are prepared for marketing to the ultimate consumer in the
identical form and package in which imported provided they are “not principally of crystalline
structure or not in dry amorphous form.”

Additional U.S. Notes 2 and 3 to chapter 18 of the HTSUS, which cover chocolate preparations,
exclude “articles for consumption at retail as candy or confection.”

‘[ trust that this explanation clarifies the tariff treatment to be applied by the United States to these
confectionery goods under the Agreement.

Sincerely,

Lot 8. ott

Robert B. Zoellyck



EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON. D.C. 20508

August 5, 2004

The Honorable Eduardo Ayala Grimaldi
Vice Minister of Economy
San Salvador, El Salvador

Dear Vice Minister Ayala Grimaldi:

I have the honor to refer to discussions between the delegations of the United States and El
Salvador in the course of negotiations regarding Article 13.4.5(a)(iv) of the Dominican Republic
— Central America — United States Free Trade Agreement signed this day (the “Agreement”) and
to propose the following:

Provided that any major supplier of public telecommunications services in the territory of
El Salvador does not charge rates above the rates it charged to suppliers of public
telecommunications services of the United States as of December 31, 2003 for
interconnection of cross-border services, the United States will forego, until the earlier of
(a) the date that is two years after the date of entry into force of the Agreement, or (b)
January 1, 2007, use of the dispute settlement procedures of the Agreement with respect
to El Salvador’s obligation to ensure thie provision of cost-oriented rates.

I have the honor to propose that this letter and your letter of confirmation in reply shall constitute
an agreement between our two Governments, which shall enter into force on the date of entry
into force of the Agreement.

Sincerely,

/ZAM L. Noull ot

Robert B. Zoellick
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05 de agosto de 2004

El Honorable Robert B. Zoellick _
Representante de Comercio de los Estados Unidos
Washington, D.C.

Estimado Embajador Zoellick:
Tengo el agrado de reconocer vuestra carta de hoy, la cual se lee como sigue:

“Tengo el honor de referirme a las discusiones entre las delegaciones de los Estados Unidos
y El Salvador, en el curso de las negociaciones relativas al Articulo 13.4.5.(a) (iv) del
Tratado de Libre Comercio Republica Dominicana-Centroamérica-Estados Unidos firmado
este dia (el “Tratado™) y proponemos lo siguiente:

Siempre que cualquier proveedor dominante de servicios publicos de telecomunicaciones en

el territorio de El Salvador no cobre las tarifas por encima de las tarifas cobradas a los
proveedores de servicios piblicos de telecomunicaciones de los Estados Unidos al 31 de
diciembre de 2003, por servicios de interconexién transfronteriza, los Estados Unidos
renunciard, hasta que ocurra el primero de (a) dos afios posteriores a la fecha de entrada en
vigor del Tratado, o (b) el 1 de enero de 2007, a utilizar los procedimientos de solucién de
controversias del Tratado con respecto a la obligacion de El Salvador de asegurar la
provisién de tarifas basadas en costos.

Tengo el honor de proponer que esta carta y vuestra carta de confirmacidn en respuesta,
constituyan un acuerdo entre nuestros Gobiernos, las cuales entrardn en vigor en la fecha de

entrada en vigor este Tratado.”

Tengo el honor de aceptar su propuesta en nombre de mi Gobierno y confirmar que su carta y esta
respuesta constituyen un acuerdo entre nuestros Gobiernos, las cuales entrardn en vigor en la fecha

de entrada en vigor este Tratado.
//
Sinceramente, /




COURTESY TRANSLATION

August 5, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:
I am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have the honor to refer to discussions between the delegations of the United States and
El Salvador in the course of negotiations regarding Article 13.4.5(a)(iv) of the Dominican
Republic — Central America — United States Free Trade Agreement signed this day (the
“Agreement”) and to propose the following:

\
|
Provided that any major supplier of public telecommunications services in the |
territory of El Salvador does not charge rates above the rates it charged to |
suppliers of public telecommunications services of the United States as of ‘
December 31, 2003 for interconnection of cross-border services, the United States

will forego, until the earlier of (a) the date that is two years after the date of entry

into force of the Agreement, or (b) January 1, 2007, use of the dispute settlement

procedures of the Agreement with respect to El Salvador’s obligation to ensure

the provision of cost-oriented rates.

I have the honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments, which shall enter into force on
the date of entry into force of the Agreement.” -
[ have the honor to accept your proposal on behalf of my Government and to confirm that your
letter and this reply shall constitute an agreement between our Governments, which shall enter
into force on the date of entry into force of the Agreement.

Sincerely,

Eduardo Ayala Grimaldi



EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON. D.C. 20508

August 5, 2004

The Honorable Eduardo Sperisen Yurt
Vice Minister of Integration and Foreign Trade
Guatemala City, Guatemala

Dear Vice Minister Sperisen:

In connection with the signing of the Dominican Republic — Central America — United States
Free Trade Agreement (the “Agreement”), [ have the honor to propose that the letters dated May
28, 2004 that our Governments signed in connection with the signing of the United States
Central America Free Trade Agreement on that date are equally valid and applicable with respect
to the Agreement. These letters are: '

1. Letter on tariff treatment of certain confectionery products
2. Letter on insurance branching commitments
3. Letter on establishment of foreign financial institutions in the United States

A copy of each letter is enclosed.

I have the further honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.

Sincerely, -

Vbt £\l

Rob_ert B./Zoellick

Enclosures




Republica de Guatemala
Ministerio de Economia

5 de agosto de 2004

Honorable Robert B. Zoellick
Representante de Comercio de los Estados Unidos
Washington, D.C.

Estimado Embajador Zoellick:
Estoy complacido de acusar recibo de su carta del dia de hoy, que dice lo siguiente:
“Con relacién a la suscripcion del Tratado de Libre Comercio Reptiblica Dominicana —

Centroamérica-Estados Unidos (el “Tratado”), tengo el honor de proponer que las
cartas, con fecha de 28 de mayo, que nuestros Gobiernos suscribieron en conexién con

la firma del Tratado de Libre Comercio Estados Unidos — Centroamérica en la misma -

fecha, sean igualmente vilidas y aplicables con respecto al Acuerdo. Estas cartas son:

1. Carta sobre el tratamiento arancelario para algunos productos de confiteria

2. Carta sobre compromisos de sucursales de aseguradores

3. Carta sobre el establecimiento de instituciones financieras extranjeras en los
Estados Unidos.

Se adjunta una copia de cada carta.

Tengo el honor de proponer que esta carta y su carta de confirmacion en respuesta,
constituird un acuerdo entre nuestros dos Gobiernos.”

Tengo el honor de aceptar su propuesta en nombre de mi Gobierno y confirmar que su
carta y esta respuesta constituirdn un acuerdo entre nuestros dos Gobiernos.

Ate ente,

—

Eduardo Sperisen Yurt




COURTESY TRANSLATION

August 5, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:
I am pleased to acknowledge your letter of today’s date, which reads as follows:

“In connection with the signing of the Dominican Republic — Central America — United
States Free Trade Agreement (the “Agreement”), I have the honor to propose that the
letters dated May 28, 2004 that our Governments signed in connection with the signing of
the United States — Central America Free Trade Agreement on that date are equally valid
and applicable with respect to the Agreement. These letters are:

1. Letter on tariff treatment of certain confectionery products
2. Letter on insurance branching commitments
3. Letter on establishment of foreign financial institutions in the United States

A copy of each letter is enclosed.

I have the further honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments.”

I have the honor to accept your proposal on behalf of my Government and to confirm that your
letter and this reply shall constitute an agreement between our two Governments.

Sincerely,

Eduardo Sperisen Yurt



EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Marcio Cuevas
Minister of Economy
Guatemala City, Guatemala

Dear Minister Cuevas:

This letter describes the tariff treatment to be applied by the United States to certain finished
confectionery products under the Free Trade Agreement between our Governments signed this
day (the “Agreement”).

Finished confectionary products classified in headings 1704 and 1806 of the Harmonized Tariff
Schedule of the United States (“HTSUS”) that are excluded from Additional U.S. Note 2 to
chapter 17 of the HTSUS, Additional U.S. Note 3 to chapter 17 of the HTSUS, and Additional
U.S. Notes 2 and 3 to chapter 18 of the HTSUS are not subject to the tariff-rate quota on sugar
goods established in subparagraph 3 of Appendix I to the Schedule of the United States to Annex
3.3. Instead, such goods will be treated in accordance with the provisions of staging category A
of Annex 3.3. :

Additional U.S. Note 2 to chapter 17 of the HTSUS, which covers articles containing over 65
percent sugar, excludes products “prepared for marketing to the ultimate consumer in the
identical form and package in which imported.”

Additional U.S. Note 3 to chapter 17 of the HTSUS, which covers articles containing over 10

. percent sugar, excludes articles that are prepared for marketing to the ultimate consumer in the
identical form and package in which imported provided they are “not principally of crystalline
structure or not in dry amorphous form.”

‘Additional U.S. Notes 2 and 3 to chapter 18 of the HTSUS, which cover chocolate preparations,
exclude “articles for consumption at retail as candy or confection.”

I trust that this explanation clarifies the tariff treatment to be applied by the United States to these
confectionery goods under the Agreement.

Sincerely,

/"’ Y ‘
VAT S Y

Robert B. Zoel}‘fl;




) EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Marcio Cuevas
Minister of Economy
Guatemala City, Guatemala

Dear Minister Cuevas:

of the United States and Guatemala in the course of negotiations regarding the Insurance
entry in Section A of Guatemala’s Schedule to Annex III (Financial Services) of the Free
Trade Agreement between our Governments signed this day (the “Agreement”):

Insurance branches, when permitted, shall be subject to the requirements
established in Guatemala's insurance legislation.

) - -
I have the honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.

Sincerely,
7 > A )
Ll & N\etllat

- I have the honor to confirm the following understanding reached between the delegations
Robert B. Zdellick



Republica de Guatemala
Ministerio de Econoniia

28 de mayo 2004

Honorable Robert B. Zoellick

Representante de Comercio de Estados Unidos
Washington, D.C.

Estimado Embajador Zoellick:
Estoy complacido de acusar recibo de su nota del dia de hoy, que dice lo siguiente:

“Tengo el honor de confirmar el siguiente entendimiento entre las delegaciones de Estados Unidos
y Guatemala, en el curso de las negociaciones acerca del tema de Seguros en la Seccién A de la
lista de Guatemala al anexo IIl (Servicios Financieros) del Tratado de Libre Comercio entre
nuestros Gobiemos, firmado éste dia (El “Tratado™).

Cuando se permita el establecimiento de sucursales de Aseguradoras extranjeras en
Guatemala, éstas deberan sujetarse a los requisitos establecidos en la legislacion
guatemalteca.

Tengo el honor de proponer que esta nota y su carta de respuesta en confirmacién debera
constituir un acuerdo entre nuestros dos Gobiernos.”

Tengo el honor de confirmar el entendimiento referido en su nota que es compartida por mi
Gobierno, y que la misma y su respuesta deberan constituir un acuerdo entre nuestros Gobiernos.

=




COURTESY TRANSLATION

May 28, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:
[ am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have the honor to confirm the following understanding reached between the
delegations of the United States and Guatemala in the course of negotiations
regarding the Insurance entry in Section A of Guatemala’s Schedule to Annex III
(Financial Services) of the Free Trade Agreement between our Governments
signed this day (the “Agreement”):

Insurance branches, when permitted, shall be subject to the requirements
established in Guatemala's insurance legislation.

I have the honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments.”

I have the honor to confirm that the understanding referred to in your letter is shared by
my Government, and that your letter and this reply shall constitute an agreement between

- our Governments.

Sincerely,

Marcio Cuevas



EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Marcio Cuevas
Minister of Economy
Guatemala City, Guatemala

Dear Minister Cuevas:

During the course pf negotiations regarding Chapter Twelve (Financial Services) of the
Free Trade Agreement between our Governments signed this day (the “Agreement”), the
delegation of Guatemala expressed interest in the ability of Guatemalan financial
institutions to establish operations in the United States.

The United States takes note of Guatemala’s interest and affirms its policy of maintaining
open markets in financial services. A large number of foreign financial institutions have
established operations in the United States. In particular, a large number of foreign banks
and insurance companies have offices in the United States and foreign banks and
insurance companies, including Guatemalan banks and insurance companies, have the
opportunity to establish operations in every state, provided that such entities meet the
relevant prudential criteria.

Along with open markets, strong regulatory and supervisory standards promote a robust
financial system. In this regard, the Agreement does not restrict the ability of the United
States to apply prudential measures governing the supply of financial services in the
United States, including with respect to the establishment of financial institutions in the
United States. The United States remains ready.to help Guatemalan financial institutions
to continue making progress toward meeting federal and state prudential requirements
through technical assistance to Guatemala concerning the regulation and supervision of
financial institutions.

[ trust that this letter provides further evidence of the importance the United States
attaches to open markets and its commitment to maintaining an open environment for
foreign financial institutions.

Sincerely, e e
Z [t {: - ')oJ {4 / ﬂw‘——% m/{;
Quaries

obert B. Zoeflick / Randal K.
United States {radg Representative Assistant Secretary for International Affairs
U.S. Department of the Treasury



EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

August 5, 2004

The Honorable Norman Garcia
Minister of Industry and Trade
Tegucigalpa, Honduras

Dear Minister Garcia;

In connection with the signing of the Dominican Republic - Central America — United States
Free Trade Agreement (the “Agreement”), I have the honor to propose that the letters dated May
28, 2004 that our Governments signed in connection with the signing of the United States —
Central America Free Trade Agreement on that date are equally valid and applicable with respect
to the Agreement. These letters are:

1. Letter on nurses
2. Letter on textile fabrics study

A copy of each letter is enclosed.

I have the further honor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.

Sincerely,

ZBH &7 sl

Robert B. Zoellic

Enclosures
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5 de agosto de 2004

El Honorable Robert B. Zoellick
Representante Comercial de Estados Unidos
Washington, DC

Estimado Embajador Zoellick:

Me complace recibir su carta con fecha del dia de hoy, que lee de la siguiente manera:

“En relacién con la firma del Tratado de Libre Comercio Repiblica Dominicana-
Centroamérica-Estados Unidos (el “Tratado™), tengo el honor de proponer que las
cartas fechadas 28 de mayo de 2004, que firmaron nuestros gobiernos en
~ conexion con la firma del Tratado de Libre Comercio Centroamérica-Estados
! ‘ Unidos en esa misma fecha, son igualmente validas y aphcables con respecto al
‘ Tratado. Estas cartas son:

1. Carta sobre las enfermeras
2. Carta sobre el estudio de ciertas telas textiles

Tengo el honor de proponer que esta carta y su carta de confirmacién en repuesta
a ella constituirdn un acuerdo entre nuestros dos Gobiernos.”

Tengo el honor de aceptar su propuesta en nombre de mi Gobiemo y de confirmar que su
carta y esta respuesta a la misma constituirn un acuerdo entre nuestros dos Gobiemnos.

\
Se adjunta una copia de cada una de las cartas.
Sinceramente,

| Norman Gafcr

“ stV




COURTESY TRANSLATION

August 5, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:
I am pleased to acknowledge your letter of today’s date, which reads as follows:

““In connection with the signing of the Dominican Republic — Central America — United
States Free Trade Agreement (the “Agreement”), I have the honor to propose that the
letters dated May 28, 2004 that our Governments signed in connection with the signing of
the United States — Central America Free Trade Agreement on that date are equally valid
and applicable with respect to the Agreement. These letters are:

1. Letter on nurses
2. Letter on textile fabrics study

A copy of each letter is enclosed.

I have the further honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments.”

I have the honor to accept your proposal on behalf of my Government and to confirm that your
letter and this reply shall constitute an agreement between our two Governments.

Sincerely,

Norman Garcia




EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Norman Garcia
Minister of Industry and Trade
Tegucigalpa, Honduras

Dear Minister Garcia:

I have the honor to confirm the following understanding reached between the delegations
of the United States and Honduras in the course of negotiations regarding Chapter Eleven
(Cross-Border Trade in Services) of the Free Trade Agreement between our Governments
signed this day (the “Agreement”):

The requirement under Honduran law that no more than five percent of the nurses
employed at a given medical facility may be foreign nationals is not inconsistent
with the Market Access obligation (Article 11.4) of Chapter Eleven (Cross-Border
Trade in Services). :

" | have the honor to propose that this letter and your letter of confirmation in reply shall

constitute an agreement between our two Governments.

Sincerely,

,{/ hed £ Nollo
obertB ny(
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28 de mayo 2004

Honorable Robert B. Zoellick
Representante Comercial de los Estados Unidos
Washigton, D.C.

Estimado Embajador Zoellick:

Tengo el agrado de tener conocimiento de su carta con fecha de hoy, que dice lo
siguiente:

|

“Tengo el honor de confirmarle el siguiente entendimiento alcanzado }

entre las delegaciones de los Estados Unidos y Honduras en el curso de |

las negociaciones en relacion al Capitulo Once (Comercio

Transfronterizo de Servicios) del Tratado de Libre Comercio entre

nuestros Gobiemos, firmado este dia (el “Acuerdo”): ‘
|

El requisito bajo la ley de Honduras de que no més del cinco por
ciento de las enfermeras empleadas en un centro hospitalario
pueden ser nacionales extranjeros no es inconsistente con la
obligacién de Acceso a Mercado (Articulo 11.4) del Capitulo
Once (Comercio Transfronterizo en Servicios).

Tengo el honor de proponer que esta carta y su carta de confirmacion en
respuesta, constituyan un acuerdo entre nuestros Gobiernos.”

Tengo el honor de confirmar que mi Gobiemo comparte el entendimiento referido en
nuestra carta, y que dicha carta y esta carta de respuesta constituyen un acuerdo entre
nuestros Gobiernos.

Sinceramente,

Norman Garcy




COURTESY TRANSLATION

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:
I am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have the honor to confirm the following understanding reached between the
delegations of the United States and Honduras in the course of negotiations
regarding Chapter Eleven (Cross-Border Trade in Services) of the Free Trade
Agreement between our Governments signed this day (the “Agreement”):

The requirement under Honduran law that no more than five percent of the
nurses employed at a given medical facility may be foreign nationals is not
inconsistent with the Market Access obligation (Article 11.4) of Chapter
Eleven (Cross-Border Trade in Services).

I have the honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments.”

I have the fignor to confirm that the understanding referred to in your letter is shared by
my Government, and that your letter and this reply shall constitute an agreement between
our Governments.

Sincerely,

Norman Garcia




EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

May 28, 2004

The Honorable Norman Garcia
Minister of Industry and Trade
Tegucigalpa, Honduras

Dear Minister Garcia:

I have the honor to confirm the following understanding reached between the delegations
of the United States and Honduras in the course of negotiations regarding Chapter Three,
Section G (Textiles and Apparel) of the Free Trade Agreement between our Governments
signed this day (the “Agreement”):

The United States will conduct an investigation to determine whether certain
shirting fabrics are available in commercial quantities in a timely matter in the
territory of any of the Parties to the Agreement, and will make the results of the
investigation available to the Parties before the date of entry into force of the
Agreement.

I have the hopor to propose that this letter and your letter of confirmation in reply shall
constitute an agreement between our two Governments.

Sincerely,




7S

Republica de Honduras
Secretaria de Estado en los Despachos de Industria y Comercio

28 de mayo de 2004

Honorable Robert B. Zoellick
Representante Comercial de los Estados Unidos
Washigton, D.C.

Estimado Embajador Zoellick:

Tengo el agrado de tener conocimiento de su carta con fecha de hoy, que dice lo
siguiente: '

“Tengo el honor de confirmarle el siguiente entendimiento alcanzado entre las
delegaciones de los Estados Unidos y Honduras en el curso de las negociaciones
en relacion al Capitulo Tres, Seccién G (Textiles y Vestido) del Tratado de Libre
Comercio entre nuestros Gobiernos, firmado este dia (el “Acuerdo”):

Los Estados Unidos realizaran una investigacion para determinar si ciertos

< tejidos para camiseria estin disponibles en cantidades comerciales de

" manera oportuna en el territorio de cualquiera de las Partes de este Tratado y

haran disponibles a las Partes los resultados de la investigacion antes de la
fecha de entrada en vigor del Acuerdo.

Tengo el honor de proponer que esta carta y su carta de confirmacién en
respuesta, constituyan un acuerdo entre nuestros Gobiernos.”

Tengo el honor de confirmar que el entendimiento al que se hace referencia es su carta es
compartido por mi Gobiemno y que su carta y esta respuesta constituyan un acuerdo entre
nuestros Gobiernos.

Sinceramente,

Norman Garéia




COURTESY TRANSLATION

May 28, 2004

The Honorable Robert B. Zoellick
United States Trade Representative
Washington, D.C.

Dear Ambassador Zoellick:
I'am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have the honor to confirm the following understanding reached between the
delegations of the United States and Honduras in the course of negotiations
regarding Chapter Three, Section G (Textiles and Apparel) of the Free Trade
Agreement between our Governments signed this day (the “Agreement”):

The United States will conduct an investigation to determine whether

certain shirting fabrics are available in commercial quantities in a timely

matter in the territory of any of the Parties to the Agreement, and will

make the results of the investigation available to the Parties before the date
- of entry into force of the Agreement.

I have the honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments.”

I have the honor to confirm that the understanding referred to in your letter is shared by
my Government, and that your letter and this reply shall constitute an agreement between

our Governments.

Sincerely,

Norman Garcia



EXECUTIVE OFFICE OF THE PRESIDENT
THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, D.C. 20508

August 5, 2004

The Honorable Mario Arana Sevilla
Minister of Development, Industry and Commerce
Managua, Nicaragua

Dear Minister Arana:

I'have the honor to refer to discussions between the delegations of the United States and
Nicaragua in the course of negotiations regarding paragraph 7 of Section F: Nicaragua of Annex
12.9.2 of the Dominican Republic — Central America — United States Free Trade Agreement
signed this day (the “Agreement”) and to propose the following:

Nicaragua may establish the following requirements, among others:

(a)  that capital and reserves that foreign insurance companies assign to their
branches must be effectively transferred and converted into domestic
currency in conformity with Nicaraguan law;

(b) that the increases of capital and reserves that do not come from
capitalization of other reserves will have the same treatment as initial
capital and reserves;

(c) that in the transactions between a branch and its parent or other related
companies, each shall be considered as independent entities;

(d) that the branch owners or shareholders meet the solvency and integrity
requirements established in Nicaragua’s insurance legislation; and

(e) that branches of foreign insurance companies that operate in Nicaragua
may transfer liquid profits only if they do not have an investment deficit in
their technical reserves and risk patrimony, nor a deficit of risk patrimony.

I have the honor to propose that this letter and your letter of confirmation in reply shall constitute
an agreement between our two Governments, which shall enter into force on the date of entry
into force of the Agreement.

Sincerely,

/Zd‘bw‘ B el

Robert B. Zdellick
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MINISTERIO DE FOMENTO, INDUSTRIA Y COMERCIO

MARIO ARANA SEVILLA
MINISTRO

5 de Agosto de 2004

Estimado Embajador Zoellick:

Me complace acusar recibo de su carta del dia de hoy, la cual se lee de la siguiente manera: |

Tengo el agrado de referirme a las discusiones entre la delegacion de los Estados Unidos y
Nicaragua en el curso de las negociaciones relacionadas al pdrrafo 7 de la Seccion F:
Nicaragua del Anexo 12.9.2 del Tratado de Libre Comercio entre Republica Dominicana-
Centroamérica-Estados Unidos, firmado este dia (el “Tratado ") y para proponer lo siguiente:

a.) Que el capital y las reservas que compafiias aseguradoras extranjeras asignen a sus
sucursales deben de ser efectivamente transferidas y convertidas a moneda nacional de
conformidad con la Ley Nicaragiiense;

b.) Que el incremento de capital y reservas que no provengan de la capitalizacion de otras
reservas tendrdn el mismo tratamiento como si fueran capitales y reservas iniciales;

c.) Que en las transacciones entre una sucursal y su casa matriz u otras comparias
relacionadas, cada una deberd considerarse como una entidad o compariia
independiente;

d) Que los duefios de las sucursales o accionistas cumplan con los requisitos de
integridad y solvencia que las legislacién nicaragiiense establece en materia de

seguros; y

e.) Que las sucursales de compariias aseguradoras extranjeras que operen en Nicaragua
pueden transferir sus mdrgenes de ganancias solamente si las mismas no tienen un
déficit de inversion en sus reservas técnicas y patrimonio riesgo, no cuando tengan un
déficit de patrimonio riesgo.



MINISTERIO DE FOMENTO, INDUSTRIA Y COMERCIO

Tengo el honor de aceptar su propuesta en nombre de mi Gobierno y confirmar que su cartay
esta respuesta constituirdn un acuerdo entre nuestros Gobiernos, el cual entrara en vigencia

en la fecha de entrada de vigor del Tratado.
)

Honorable Robert B. Zoellick
Representante Comercial de Estados Unidos
Washington D.C.

cc.. Archivo

MAS/




COURTESY TRANSLATION

August 5, 2004

The Honorable Robert B. Zoellick
United States Trade Representative

Washington, D.C.

Dear Ambassador Zoellick:

I am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have the honor to refer to discussions between the delegations of the United
States and Nicaragua in the course of negotiations regarding paragraph 7 of
Section F: Nicaragua of Annex 12.9.2 of the Dominican Republic — Central
America — United States Free Trade Agreement signed this day (the '
“Agreement”) and to propose the following:

Nicaragua may establish the following requirements, among others:

(2)
(b)
(c)
)

()

that capital and reserves that foreign insurance companies
assign to their branches must be effectively transferred and
converted into domestic currency in conformity with
Nicaraguan law;

that the increases of capital and reserves that do not come
from capitalization of other reserves will have the same
treatment as initial capital and reserves;

that in the transactions between a branch and its parent or
other related companies, each shall be considered as
independent entities;

that the branch owners or shareholders meet the solvency
and integrity requirements established in Nicaragua’s
insurance legislation; and

that branches of foreign insurance companies that operate
in Nicaragua may transfer liquid profits only if they do not
have an investment deficit in their technical reserves and
risk patrimony, nor a deficit of risk patrimony:

I have the honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments, which shall enter
into force on the date of entry into force of the Agreement.”




I have the honor to accept your proposal on behalf of my Government and to confirm that
your letter and this reply shall constitute an agreement between our two Governments,
which shall enter into force on the date of entry into force of the Agreement.

- Sincerely,

Mario Arana Sevilla




EXECUTIVE OFFICE OF .THE PRESIDENT
THE UNITED STATES TRADE REPRESENTAT!VE
WASHINGTONM, D.C. 20508

~August 5, 2004

The Honorable Mario Arana Sevilla
Minister of Development, Industry and Commerce

Managua, Nicaragua

Dear Minister Arana:

I have the honor to refer to discussions between the delegations of the United States and
Nicaragua in the course of negotiations regarding paragraph 7 of Section F: Nicaragua of Annex
12.9.2 of the Dominican Republic — Central America — United States Free Trade Agreement
signed this day (the “Agreement”) and to propose the following:

Nicaragua may establish the following requirements, among others:

(@)

(b)

(©)

(d)

(€)

I have the honor to propose that this letter and your letter of confirmation in reply shall constitute -

that capital and reserves that foreign insurance companies assign to their
branches must be effectively transferred and converted into domestic
currency in conformity with Nicaraguan law;

that the increases of capital and reserves that do not come from
capitalization of other reserves will have the same treatment as initial
capital and reserves;

that in the transactions between a branch and its parent or other related
companies, each shall be considered as independent entities;

that the branch owners or shareholders meet the solvency and integrity
requirements established in Nicaragua’s insurance legislation; and

that branches of foreign insurance companies that operate in Nicaragua
may transfer liquid profits only if they do not have an investment deficit in
their technical reserves and risk patrimony, nor a deficit of risk patrimony.

an agreement between our two Governments, which shall enter into force on the date of entry
into force of the Agreement.

Sincerely,

Dbut B el

Robert B. Zgellick
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MINISTERIO DE FOMENTO, INDUSTRIA Y COMERCIO

MARIO ARANA SEVILLA
MINISTRO

S5 de Agosto de 2004

Estimado Embajador Zoellick:

Me complace acusar recibo de su carta del dia de hoy, la cual se lee de la siguiente manera:

Tengo el agrado de referirme a las discusiones entre la delegacion de los Estados Unidos y
Nicaragua en el curso de las negociaciones relacionadas al pdrrafo 7 de la Seccion F:
Nicaragua del Anexo 12.9.2 del Tratado de Libre Comercio entre Republica Dominicana-
Centroameérica-Estados Unidos, firmado este dia (el “Tratado”) y para proponer lo siguiente:

a.) Que el capital y las reservas que compariias aseguradoras extranjeras asignen a sus
sucursales deben de ser efectivamente transferidas y convertidas a moneda nacional de
conformidad con la Ley Nicaragiiense;

b.) Que el incremento de capital y reservas que no provengan de la capitalizacion de otras
reservas tendrdn el mismo tratamiento como si fueran capitales y reservas iniciales;

c.) Que en las transacciones entre una sucursal y su casa matriz u otras compariias
relacionadas, cada una deberd -considerarse como una entidad o compaiiia
independiente;

d) Que los duefios de las sucursales o accionistas cumplan con los requisitos de
integridad y solvencia que las legislacion nicaragiiense establece en materia de

seguros; y

e.) Que las sucursales de compariias aseguradoras extranjeras que operen en Nicaragua
pueden transferir sus mdrgenes de ganancias solamente si las mismas no tienen un
déficit de inversion en sus reservas técnicas y patrimonio riesgo, no cuando tengan un
déficit de patrimonio riesgo.




MINISTERIO DE FOMENTO, INDUSTRIA Y COMERCIO

Tengo el honor de aceptar su propuesta en nombre de mi Gobierno y confirmar que su cartay
esta respuesta constituirdn un acuerdo entre nuestros Gobiernos, el cual entrard en vigencia

en la fecha de entrada de vigor del Tratado.
-~ J

Honorable Robert B. Zoellick \
Representante Comercial de Estados Unidos
Washington D.C.

cc.: Archivo

. MAS/



COURTESY TRANSLATION

August 5, 2004

The Honorable Robert B. Zoellick
United States Trade Representative

Washington, D.C.

Dear Ambassador Zoellick:

I am pleased to acknowledge your letter of today’s date, which reads as follows:

“I have the honor to refer to discussions between the delegations of the United
States and Nicaragua in the course of negotiations regarding paragraph 7 of
Section F: Nicaragua of Annex 12.9.2 of the Dominican Republic — Central
America — United States Free Trade Agreement signed this day (the
“Agreement”) and to propose the following:

Nicaragua may establish the following requirements, among others:

(a)

(b)

(©)

(d)

(e)

that capital and reserves that foreign insurance companies
assign to their branches must be effectively transferred and
converted into domestic currency in conformity with
Nicaraguan law;

that the increases of capital and reserves that do not come
from capitalization of other reserves will have the same
treatment as initial capital and reserves;

that in the transactions between a branch and its parent or
other related companies, each shall be considered as
independent entities;

that the branch owners or shareholders meet the solvency
and integrity requirements established in Nicaragua’s
insurance legislation; and

that branches of foreign insurance companies that operate
in Nicaragua may transfer liquid profits only if they do not
have an investment deficit in their technical reserves and
risk patrimony, nor a deficit of risk patrimony.

I have the honor to propose that this letter and your letter of confirmation in reply
shall constitute an agreement between our two Governments, which shall enter
into force on the date of entry into force of the Agreement.”




I have the honor to accept your proposal on behalf of my Government and to confirm that
your letter and this reply shall constitute an agreement between our two Governments,
which shall enter into force on the date of entry into force of the Agreement. '

Sincerely,

Mario Arana Sevilla




United States Department of State

Washington, D.C. 20520
www.state.gov

MAY 23 20

Dear Mr. Chairman:

Please find attached information regarding U.S. trade sanctions
against Burma.

We hope you find this information useful. Please do not hesitate to
contact us if we can be of further assistance.

Sincerely,
Matthew A. Reynolds
Acting Assistant Secretary
- Legislative Affairs
Enclosure:

- As stated.

The Honorable
Charles E. Grassley, Chairman,
Committee on Finance,
United States Senate.




























Statement of Chairman Grassley

Finance Committee Executive Session to Consider S.1307:
The Dominican Republic-Central America-United States Free Trade Agreement
Implementation Act

June 29, 2005

I am submitting these additional remarks for the record of the committee’s formal mark-up of
implementing legislation for the Central America Free Trade Agreement. I want to respond to

some of the criticisms that have been raised about this bill and the need for a “mock conference’

to reconcile any differences the between informal House and Senate recommendations.

First, I reiterate that no recommendation by‘the Committee is required by trade promotion

authority procedures before the bill is formally submitted for an up or down vote.

However, as Chairman of the Finance Committee, I’ve chosen to conduct the informal committee

process in a manner similar to the usual legislative process.

That means I’ve preserved the opportunity for Committee Members to review and recommend

changes that they feel are necessary or appropriate to implement a trade agreement into U.S. law.
‘But any such recommendations are not legélly binding.

Further, they certainly should not be included in an implementing bill if there is strong

disagreement about whether they are necessary or appropriate to implement the agreement:
Now, we have heard some criticism that, because our reccommendations were slightly different
than the recommendations of the House Ways and Means Committee that a mock conference
was required.

That is not the case.

Just like the informal committee consideration itself, a mock conference is not legally required to
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take place before recommendations are made to the administration.

Some point to the Uruguay Round Trade Agreement and the North American Free Trade
Agreement processes as binding precedent on the Finance Committee’s utilization of trade

promotion authority procedures.
[ don’t see those examples as proving the point that a mock conference is required.

First, my staff has carefully reviewed the Finance Committee records related to NAFTA. In
doing so, we consulted with the Committee records clerk, the Senate archivist and secondary

sources such as the Legislative Information System.
Nowhere does any record appear of a NAFTA mock conference between the House and Senate.

Now, [ understand from informal sources that there were meetings between the House and Senate
staffs to discuss different House and Senate provisioné of the NAFTA implementing legislation

which were added during the mock mark-ups.

The staffs exchanged ideas about differing recommendations but did not agree on reconciled

language to send to the Clinton Administration.

Afterwards, the Administration reviewed the differences in the House and Senate versions of the
NAFTA implementing legislation and sent to Congress final legislation that included select
Senate and House amendments, and excluded recommended provisions that the Administration

determined were not necessary or appropriate.
But the point is, there’s no record of a mock conference or reconciled bills.
So, the record indicates that prior Committee members did not follow regular order and conduct

a formal cqnference or reconcile all the differences between the House and Senate bill with

respect to NAFTA.
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Otherwise we would expect to see Committee transcripts and a record of the proceedings. |
As far as I can see, none exist.

Now, I will note there is a transcript of a conference meeting on the Uruguay Round Agreements

Act.

So in that case, Committee Members did follow regular process.
But the fact that different procedures were followed with respect to NAFTA and the URAA just
proves the point - the Committee deals with differences between House and Senate informal

recommendations for implementing trade agreements on a case by case basis.
1 think we need to follow common sense in how we deal with such differences.

During the NAFTA process there were at least 12 amendments adopted in committee.

Here, we adopted one over-broad amendment on trade adjustment assistance that on its face was

not necéssary or appropriate to implement CAFTA.

Ways and Means had two amendments which were essentially reporting requirements, and only

one of those made it into the formal implementing bill.

There were no meaningful differences to be conferenced in this case.

However, after consultation with the Ranking Member’s committee staff, an opportunity was
afforded through an informal conference call to make our positions on the recommendations

explicitly known to the administration.

On top of that, 10 Members of this committee wrote Ambassador Portman, asking that the Wyden

amendment not be omitted from the implementing bill.
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They didn’t ask for a conference.
They expressed their views directly to the Administration.
We have worked hard to accommodate Committee Members throughout this process.

The fact is, we’ve pursued an open, transparent process that invited constructive changes intended

to improve the implementation of CAFTA.

The record clearly shows that the criticism about the way this bill has been managed by the

Committee is not fair or justified.
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