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(Japanese Note)

Sir,

I have tne honor to refer to the recent
discussions held between the representatives of
the Government of Japan and the Government of
the United States of America concerning trade
in certain machine tools between Japan and the
United States of America and to confirm, on
behalf of the Government of Japan, the under-
standing reached between the two Governments
that, with a view to revitalizing the machine
tool industry in the United States of America,
the Government of Japan will implement the
measures provided for in the Arrangement
attached hereto (hereinafter called "the
Arrangement") in accordance with its laws and
regulations.

I have further the honor to request you to
confirm on behalf of the Government of the
United States of America that it will implement
its measures provided for in the Arrangement in
accordance with its laws and regulations and to
confirm that the present Note and your reply
shall be regarded as constituting an agreement
between tne two Governments.

I avail myself of this opportunity to renew
to you, Sir, the assurances of my highest
consideration.
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ARRANGEMENT
Between the Government of Japan
and the Government of the United States
of America Concerning Trade
in Certain Machine Tools

Recognizing the unique difficulties faced by
the machine tool industry in the United States
of America;

Recognizing the efforts of the Government of
the United States of America to revitalize the
machine tool industry in the United States of
America based on the Action Plan;

Recognizing that the Government of Japan,
upon request by the Government of the United
States of America, responded in good faith to
cooperate with the Government of the United
States of America in this regard;

And recognizing, therefore, the impor tance
of stability in trade for a certain period of
time in certain machine tool products between
Japan and the United States of America;

The Government of Japan and the Government
of the United States of America have reached
the following agreement regarding restraints by
the Government of Japan of exports of certain
machine tools.

1. Objective

The objective of this Arrangement is to
Ccreate a period of stability of trade in
certain categories of machine tools between
Japan and the United States of America in order
to revitalize the U.S. machine tool industry to
maintain sufficient capacity in the United
States of America for the production of certain
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machine tools required for the vital interests
of the United States of America. To this
effect the Government of Japan will voluntarily
restrain the total number of certain machine
tools exported to or destined for consumption
in the USA for the period of January 1, 1987
through December 31, 1991.

2. Definitions

The following definitions apply to this.
Arrangement:

(a) ARRANGEMENT PRODUCTS - means the
products (assembled or unassembled) listed
below, including kits.

(1) Numerically Controlled Lathes

(2) Non-Numerically Controlled Lathes

(3) Milling Machines

(4) Machining Centers

(5) Numerically Controlled Punching and
Shearing Machines

(6) Non-Numerically Controlled Punching and
Shearing Machines

(b) DESTINED FOR CONSUMPTION IN THE USA -

means exported directly or indirectly to the
USA through one or more third countries.

(c) TRANSITION PERIOD - means June 1, 1986
through December 31, 1986.

(d) U.S. APPARENT CONSUMPTION - means
shipments (deliveries) minus exports plus
imports.

(e) USA - means the customs territory of the
United States of America and foreign trade
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zones located in the territory of the
United States of America.

3. Export Limits

(a) From January 1, 1987 through December
31, 1991, the Government of Japan shall limit
exports for each category of the arrangement
products to quantities no greater than the
agreed quantities for each product category
("export limit") for the relevant period.

The limits on exports of numerically
controlled lathes, machining centers, and
numerically controlled punching and shearing
machines shall be administered through the
issuance of export licenses. The limits on the
remaining categories of arrangement products
shall be accomplished through administrative
guidance as provided in paragraph 6 of this
Arrangement.

(b) For calendar years 1987, 1988, 1989,
1990, and 1991, the Government of Japan shall
require an export license to cover the
exportation from Japan of each unit of each
arrangement product destined for consumption in
the USA, not to exceed the export limit for
each calendar year.

(c) During the period referred to in sub-
paragraph (b), the Government of Japan will
ensure that the arrangement products for which
an export license is required shall be issued
an export certificate endorsed in relation to
an export license. To the extent provided
under U.S. law, the Government of the United
States of America shall require presentation of
such original certificates as a condition for
entry into the USA of the arrangement products
for which export licenses are required. To the
extent provided under u.S. law, the Government

<R
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of the United States of America shall prohibit
éntry of such products not accompanied by such
an original export certificate.

(d) During the Pransition Period, arrange-
ment products may be exported from Japan
destined for consumption in the USA without
export licenses, pbut the number of units of
each arrangement product exported during this
period will be counted toward the agreed set
level for that arrangement product.

If the number of arrangement products in any
category or the number of units of specified
types and sizes within any category that are
exported from Japan destined for consumption in
the USA in the Transition Period exceeds the
set level or the level for appropriate product
mix for the Transition Period, the excess shall
be subtracted from the export 1imit for that
category or the level for appropriate product
mix in the 1987 period of this Arrangement.

(e) Until the U.S. Customs Service has the
authority described in paragraph 3 (c), the
Government of the United States of America
shall report to the Government of Japan
promptly any importation into the USA of an
arrangement product without an export
certificate for which an export license is
required, including the date of export of that
product from Japan. The quantity so reported
will be counted toward the export limit for
that arrangement product for the period in
which the product was exported from Japan.

(f) If any arrangement product that has been
imported into the USA is subsequently exported
from the USA during the period covered by this
Arrangement and without having been used for
its intended purpose, the export limits for the
period of exportation shall be increased by the
number of units exported.
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4. Determination of Export Limits

(a) The Government of the United States of
America, with advice from the Government of
Japan, will select an independent forecaster
which will provide the Projections of U.s.
apparent consumption for the purposes of this
Arrangement,

(b) The first projection of uU.Ss. apparent
consumption for 1987, to be provided by the
Government of the United States of America,
will be an amount equal to two times U.s.
apparent consumption for the first six months
of 1986. The Government of the United States
of America will issue a revised projection of
U.S. apparent consumption for 1987, as provided
in paragraph 4 (a), not later than the last day
of February, May, August and October 1987.

(c) For subsequent annual periods, the
Government of the United States of America will
issue the first projection of u.s. apparent
consumption for each category of arrangement
Product for each year not later than October 31
of the preceding year and revise the first
projection for each year not later than the
last day of December of the preceding year and
the last day of February, May, August and
October of the year covered by the projection.

(d) By May 31 of each year beginning in
1988, the Government of the United States of
America will adjust the export limits for each
category of arrangement product to reflect
differences between forecasted U.sS. apparent
consumption and actual U.S. apparent
consumption in the previous year,

5. Carry-over and Advance Use of Licenses

I <RI
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The Government of Japan may adjust the
export limits provided for in paragraph 3 for
each cateogry by no more than five (5) percent.
of the relevant category of arrangement product
to permit either the carry-over or advance use
of licenses. This percentage can be increased
with the prior agreement of the Government of
the United States of America.

6. Administrative Guidance for Certain
Arrangement Products

(a) Notwithstanding the licensing require-
ments of this Arrangement, the Government of
Japan will not require an export license for
any milling machine, non-numer ically controlled
lathe or non-numerically controlled punching
and shearing machine, provided that the total
number of exports of each such category of
arrangement product destined for consumption in
the USA does not exceed the allowable export

limit for the period.

(b) If, in any period of this Arrangement,
the total exports of products in any one of
these categories exceeds the allowable export
1imit for that period, including allowable
adjustments under paragraph 5, promptly upon
request, the Government of Japan will require
export licenses for the relevant category of
arrangement product. The number of such
arrangement products exported from Japan
destined for consumption in the USA during the
period in excess of the allowable export limit
for that period shall be subtracted from the
export limit for that arrangement product in
the next period of this Arrangement.

7. Sub-categories of Arrangement Products

The Government of Japan shall give
appropriate administrative guidance so that the
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number of units of various types and sizes
within each category reflects the appropriate
product mix of units exported from Japan
destined for consumption in the USA.

8. Special Licenses

Whenever the Government of the United States
of America, in consultation with or in response
to a request by the Government of Japan,
determines that there is a need for the

quantity as the Government of the Uniteg States
of America deems appropriate, The Government
of Japan may agree that special licenses be
issued upon request by the Government of the
United States of Amer ica.

9. Exchange of Information

The Government of Japan and the Government
of the United States of America shall exchange
non-confidential information hecessary for the
implementation and enforcement of this
Arrangement. Each Government will report to
the other Government any actions it takes to
implement and enforce this Arrangement.

10. Implementation of this Arrangement

(a) The provisions of this Arrangement will
be implemented by the two Governments in
accordance with the laws and reqgulations in
force in their respective countries.

(b) Additional details for this Arrangement

I <RH
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are set forth in the Agreed Minutes to this
Arrangement.

11. Imports from Third Countries

The Government of the United States of
America will monitor the market share and
product mix of each arrangement product from
third countries and will take appropriate
measures to ensure that imports of arrangement
products from third countries do not impair or
threaten to impair the attainment of the
objectives of this Arrangement.

12. Fair and Equitable Treatment

The Government of the United States of
Amer ica shall endeavor to ensure fair and
equitable treatment for Japan vis-a-vis other
countries that export arrangement products to
the USA. If the Government of Japan considers
that, as a result of the application of the
provisions of this Arrangement, Japan is placed
in an inequitable position vis-a-vis third
countries that export arrangement products to
the USA, the Government of Japan may request
consultations with the Government of the United
States of America in order to rectify the
situation.

13. Three Year Review

At the end of the third year of this
Arrangement, the Government of Japan and the
Government of the United States of America will
thoroughly review the effectiveness of this
Arrangement in meeting its objectives, and, if
both Governments agree, consider whether the
duration and product coverage of this
Arrangement should be modified.



BOK

V<
QR

e

=

0
~—

Qo
—

Lok

MR EEEEON = REKEHED” VOREXTEYQ
K" BENOVEFLNRA OO EREY O\ |
B S R 1 IRO R Q BHHE N Qv 82 87 38 15 4~ 0 ©

OB AYQ R

EXEEVORERIRBVMISYRAC | @\ (o <o
) NHOVEHEOERT OB MM N0-2Q W
O NN ERA0C

YO2

M ROKHEEDY TKAZSERIVOKBWRKRY
HE AUV EOEVOE B ORE & J QXS WREE N K E
ROFLBOROVVRERQORQOUUNKEY" 21
KA TE O CERBEEEKH N 1 1 L0 ool H &
COEBETQE< VR4S /8 QT2 V.08 °

KEAE | S HEREMRE R

14. Consultations

The Government of Japan and the Government
of the United States of America shall consult
annually, and at any other time at the request
of either Government, regarding any matter
concerning this Arrangement or its
implementation, operation, or enforcement.

15. Relations with the GATT

The two Governments recognize that their
rights and obligations under the General
Agreement on Tariffs and Trade (GATT) are not
affected by this Arrangement.

16. Others

Provided that it is determined that the
Government of Japan is effectively implementing
this Arrangement and continues to effectively
implement and enforce this Arrangement during
the period of this Arrangement, the Government
of the United States of America will take no
action under section 232 of the Trade Expansion
Act of 1962 to adjust imports of arrangement
products from Japan.



