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(U.S. Note)
Washington, October 20, 1987

Excellency,

I have the honor to refer to the recent
discussions held under Article XIX of the
General Agreement on Tariffs and Trade between
the representatives of the Government of the
United States of America and of the Government
of Japan during which the Government of the
United States of America informed the
Government of Japan of the extension of import
relief measures for specialty steel taken since
July 20, 1987, by the Government of the United
States of America in accordance with Section
203 of the Trade Act of 1974. I have further
the honor to confirm that the Government of the
United States of America will implement its
obligations under the following provisions:

1. (a) The Government of the United States of
America will limit imports from Japan of the
categories of specialty steel as set forth in
Annex A (hereinafter referred to as "the
categories™) for the period from October 20,
1987 through September 30, 1989. 1In the event
that restraint levels as defined in Annex C (b)
are reached in any category or categories prior
to the end of a restraint period as set forth
in Annex B, the Government of the United States
of America, unless otherwise mutually agreed,
will delay further importation in the
categories affected until after the end of that
restraint period.

| RRP



REXY
S e
LS
¥e QMR

Ko
L{HE e
WS
)

=)

KIEY S AR BN E

E<U” ZHOYONELSWg XE@EO e mEwW
2OVBRERBE ROV w00

T Mo REOkEED ORAROCOBEDICE< YRR

¥E - RN Se

E OHESEE VONENHOCREXREREWYR

O HWESKBY O VERUS N VRES HONRQD
O CRESR RN

Rx=REFHAZED SR TREROS
E<RABBEXH VPRV OLSRGE o BEHEEYE OV
QI d1 4~ sQ H O FR R A0 ©

N ROKEHED BEXBOMBY 4SS R
CHmOE<FHRI OV VRIW-VEO LY @
KHEEEY ROV QBE sl S #iE OB wipa®

PO TVMHL0SR/EHMER," B KORINRE
BEYALSY VOMBEOH T —¥ N MW B
PREAOUVR PR FRD VORERENwERY
REREOEOEmMO MEA R OHHOL HV ELR0N
AN AAQ°

BIEORERERENAIVE HEFOREEVO
ML —=PNemPUBOS" {07 BRAIHONKRENT
NREERIPDYBRERENwvBvEERE QEDOEm
OMEERIOHFHMOTERELRC®
IRHEORHY R BEIYPONBERYE hx=

I RR<

(b) Imports will be counted against
restraint levels on the basis of date of entry,
or withdrawal from warehouse, for consumption,

(c) The Government of the United States of
America will not limit imports from Japan of
the categories below the restraint levels
therefor.

(d) The Government of Japan will make every
reasonable effort to see to it that there will
be no circumvention of the restraint levels
contained in this Note, for example, by minor
modifications of products.

2, (a) If imports from Japan of any category
appear likely to exceed the restraint level the
Government of the United States of America will
endeavor to notify the Government of Japan to
that effect.

(b) Should it become necessary for the
Government of the United States of America to
delay importation in any category due to
filling of the restraint level, as much prior
notification as possible will be given to the
Government of Japan.

3. (a) Any base limit as defined in Annex C (a)
may be exceeded in the 1lst and 3rd restraint
periods by no more than 10 percent of that base
limit, provided that there is an equal tonnage
reduction in the base limit for the sane
category in the subsequent restraint period.

(b) The excess of the base limit in the 2nd
and 4th restraint periods will be limited to up
to 3 percent of the base limit, and equal
tonnage reduction in the base limit for the
same category will be made in the subsequent
restraint period.

(c) With respect to the provisions of
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sub-paragraphs (a) and (b) above, the
Government of the United States of America will
make appropriate adjustments to the applicable
base limits and notify the Government of Japan
thereof should such excess occur.

4. (a) For each category having a shortfall,
carryover will be permitted for up to 20
percent of the base limit for the 1lst and 3rd
restraint periods, but not in excess of the
actual shortfall. Shortfalls in one quota
category may not be applied to any other
category. Such carryover will be permitted
only to the restraint period following the one
in which the shortfall occurs.

(b) In the 2nd and 4th restraint periods,
carryover to the subsequent restraint period in
the case of a shortfall will be limited to up
to 10 percent of the base limit, and not in
excess of the actual shortfall.

5. If the Government of Japan considers that,
as a result of the application of the
provisions of this Note, Japan is placed in an
inequitable position vis-3-vis third countries
in respect of specialty steel imports into the
United States, the Government of Japan may
request consultations with the Government of
the United States of America.

6. (a) Mutually satisfactory administrative
adjustments may be made to resolve minor
problems arising out of the implementation of
the provisions of this Note, including
differences in procedure or operation.

(b) The two Governments may amend the
provisions of this Note, if such amendments are
mutually agreeable,

7. No provision of this Note will be construed

| RR=
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as affecting the respective positions of the
two Governments with respect to paragraph 7 (i)
and paragraphs 1 - 3 of the section related to
safeguards of the Ministerial Declaration
approved at Geneva at the 38th Session of the
Contracting Parties to the General Agreement on
Tariffs and Trade.

8. (a) Either Government may request
consultations on any matters arising from the
provisions of this Note, including cases, if
any, of circumvention of the effectiveness of
the restraints contained herein. Such
consultations will take place at a mutually
convenient time not later than thirty days from
the date on which such request is made, unless
otherwise mutually agreed.

(b) If, in the view of either Government,
the economic conditions prevailing at the time
of the recent discussions mentioned above have
changed substantially, that Government may
initiate consultations for the purpose of
discussing the possibility of liberalizing or
terminating the import relief measures referred
to in the provisions of this Note prior to
September 30, 1989.

(c) Either Government may terminate the
provisions of this Note in their entirety by
giving sixty-days' written notice to the other
Government,

9. The reciprocal rights and obligations of the
two Governments under the General Agreement on
Tariffs and Trade will be reserved while the
provisions of this Note remain in effect. For
the purpose of the time limitation as set forth
in Article XIX (3) (a) of the General Agreement
on Tariffs and Trade, the period of ninety days
will be considered to begin on the date of
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termination of the provisions of this Note in
their entirety and continue so long as import
relief measures by the Government of the United
States of America on all or part of the
categories remain in force.

10. (a) The Government of Japan will provide
promptly tc the Government of the United States
of America monthly data on exports of the
categories to the United States.

(b) The Government of the United States of
America will provide promptly to the Government
of Japan data on imports of the categories from
Japan within every two week period.

I have further the honor to request you to
confirm on behalf of the Government of Japan
that it will implement its obligations under
the above provisions and to propose that this
Note and Your Excellency's Note in reply will
constitute an agreement between the two
Governments as characterized in the above
provisions.

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

(Signed) Alan Woods
Deputy United States
Trade Representative

His Excellency

Nobuo Matsunaga

Ambassador Extraordinary

and Plenipotentiary of Japan
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ANNEX A

The following items from the Tariff Schedules
of the United States Annotated (part 2B, schedule
6) are covered by the provisions of the Note and
are included in the three basic categories used
for setting base limits:

Category Description and TSUSA Items

I Stainless Steel Bar

606.9005
606.9015

606.9020

II Stainless Steel Wire Rod
607.2600
607.4300

III Alloy Tool Steel (except Grade 52100
Bearing Steel¥)
606.9505
606.9512
606.9514
606.9535
606.9542
606.9544



KOK « RHEXK 606.9546

KOK - RHEX 606.9548

KO+ - 1100 607.2800

KO¥ - MENo 607.3420

KOP - KOO 607.4600

KO¥Y - HENO 607.5420

KOP-¥PI110 607.7210

KOP - Y1110 607.7220

KOP « PII11H 607.7225

KOP - <110 607.8820

KOK - ME1oO 608.3420

KOX - BRIIO 608.4920

KOZ - KENIO 602.6420

KOR - HHIIO 609.4520

KOR - BHKHO 609.4550

¥ BROKWID N x - REKEHELMNE<EER The numbers above are subject to revision when
BB L G T S B DB S 0° v | She SoueTament of fhe Uniied seeres of o ice
CHOSEMCWBRHE NS IR Bk H i s nomenclatures. When such modifications are
W ) AU 2100 mmmm.mmmm:whwm«gmmwwmHownwos shall be given to the
(#) H111OQORY o N BU DR ERUEDLO®S * Grade 52100 Bearing Steel include the items

W90 specified on the attached table:
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1O S MOQHKMEmMAY QOMBAL” BMEREYNSP KOV The base limits for the three basic categories will apply

KEmQ . for the restraint periods as follows:
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(Short Tons)
g m Restraint Period Category I Category II Category III

R E R E

— = = 1. October 20, 1987
through
January 19, 1988 3,542 1,587 1,156

| VRO P I |1 R | R [ T 2. samuary 20, 1988
ORI | R through

July 19, 1988 7,085 3,174 2,313
e

3, July 20, 1988
through
January 19, 1989 7,245 3,246 2,364

RIS | m - 97 O | i TRRE| 1 i) ¢ sanuary 20, 1989
SO R <L O+ through

) July 19, 1989 7,245 3,246 2,365
46 ¥

5. July 20, 1989
through
September 30, 1989 2,985 1,337 974
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ANNEX C

For the purposes of the provisions of the
Note:

(a) The term "base limit" means the amount of
imports of a category of specialty steel from
Japan into the United States in short tons as
set forth in Annex B that may be entered, or
withdrawn from warehouse, for consumption in
any restraint period prior to any adjustment
allowed under paragraphs 3 and 4 of the Note.

(b) The term "restraint level" means a base
limit referred to in (a) above with adjustment,
if any, pursuant to the provisions of paragraph
3 and 4 of the Note.

(c) The term "imports" refers to United States
imports classified under the items listed in
Annex A entered for consumption (encompassing
transshipments through third countries and
shipments diverted to the United States market
while in transit; informal entries (valued at
less than $1,000); temporary imports under
bond; re-imports of items exported for
processing (TSUSAB06.30); and United States
Government imports).

(d) The term "restraint period"” means following
periods.

1. October 20, 1987 through January 19, 1988
2. January 20, 1988 through July 19, 1988

3. July 20, 1988 through January 19, 1989
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T 1) 0 A ~ a Japan during any restraint period, where actual

HURLRSPLRCETCTIRERCORESE<ENE | §1°0 o fall below the base limit for that
category.
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5, July 20, 1989 through September 30, 1989
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(Japanese Note)
Washington, October 20, 1987

Excellency,

I have the honor to acknowledge the receipt
of Your Excellency's Note of today's date which
reads as follows:

"(U.S. Note)"

I have further the honor to confirm on
behalf of the Government of Japan that it will
implement its obligations under the above
provisions and to agree that Your Excellency's
Note and this Note will constitute an agreement
between the two Governments as characterized in
the above provisions.

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

(Signed) Nobuo Matsunaga
Ambassador Extraordinary
and Plenipotentiary of Japan

His Excellency

Alan Woods

Deputy United States
Trade Representative
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Agreed Minutes

The representatives of the Government of
Japan and of the Government of the United
States of America wish to record the following
understanding concerning the Notes exchanged
on October 20, 1987.

1, It is understood that the content of the
Notes exchanged does not prejudice the respec-
tive positions of the two Governments with
respect to Article XIX (1) of the General
Agreement on Tariffs and Trade.

2. Consultations under paragraph 8(a) of the
Notes exchanged may cover the problem of
spacing and possible amendments to the per-
centages for the 3rd and following restraint
periods provided for in paragraph 3 of the
Notes exchanged.

3. The ratio of high speed tool steel to all
alloy tool steel (Category III as defined in
Annex A to the Notes exchanged) imported from
Japan being a matter of interest to the Govern-
ment of the United States, should such ratio
significantly increase the Government of the
United States may request consultations with

a view towards a mutually satisfactory reso-
lution of the matter.

4. Consultations between the Government of
Japan and the Government of the United States
of America will be initiated by written notice
to the Ministry of Foreign Affairs in the case
of Japan and the Office of the United States
Trade Representative in the case of the United
States.
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5. No provision of the Notes exchanged will be
construed as applying to prices or production
of specialty steel, or allocation of shipments
among firms selling or buying specialty steel.
This may not, however, be construed as pre-
cluding such actions by Japanese traders and
producers of specialty steel as may be deemed
necessary and therefore required by the Govern-
ment of Japan in its implementation of the
provisions of the Notes exchanged.

6. (a) Should for any reason the total amount

of United States imports of the categories be
increased from the global quota for the cate- .
gories set forth in the Presidential Proclamation
of July 16, 1987, Japan's base limits for the
categories as set forth in Annex B to the Notes
exchanged will be increased proportionately.

(b) Should there be any shortfall in any
category in any restraint period after adjusting
for carryovers by third countries under carry-
over agreements between such third countries and
the United States similar to those provided for
in paragraph 4 of the Notes exchanged, such a
shortfall will be allocated to Japan in the sub-
sequent restraint period at least in proportion
with Japan's share of the global quota of the
category in which the shortfall occurred.

7. It is understood that if there are any ex-
clusions made from Annex A to the Notes exchanged,
the United States Trade Representative will make
appropriate corresponding reductions in the base
limits in Annex B to the Notes exchanged.
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For the Government of
Japan:

(Signed)

Nobuo Matsunaga
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For the Government of the
United States of America:

(Signed)

Alan Woods
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