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Republic and the Republic of Bulgaria, with the request that it be distributed to WTO Members.

______________

I. BACKGROUND INFORMATION ON THE AGREEMENT

1. Membership, dates of signature, ratification and entry into force

Membership: the Czech Republic and the Republic of Bulgaria
Date of signature: 15 December 1995 in Prague (Czech Republic)
Provisional application: from 1 January 1996
Date of ratification: 7 June 1996
Entry into force: 7 June 1996

2. Type of agreement

Type of agreement: Free-trade area
Plan and schedule: The Parties to the Agreement shall gradually establish a free

trade area in a transitional period ending on 1 January 1998
at the latest.

3. Scope

The provisions of the Agreement are applied to all products (industrial and agricultural)
originating in the Parties to the Agreement and falling within Chapters 1 to 97 of the Harmonized
Commodity Description and Coding System (HS), without any exclusions (see Articles 2 and 11). The
Agreement envisages the elimination of duties and other barriers to trade in respect of substantially
all the trade between the Parties in accordance with the requirement of Article XXIV:8 of the GATT
1994. In order to ensure the proper functioning of the Agreement it also contains provisions on state
aid, state monopolies, competition, intellectual property rights and public procurement.

4. Trade data

See Annex.
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II. TRADE PROVISIONS

Pursuant to Article 4, for each industrial product the basic duty, to which the reductions of
customs duties set out in the Agreement are applied, is the Most Favoured Nation rate of duty applied
on 1 January 1995. However, if after entry into force of the Agreement any tariff reduction is applied
on an erga omnes basis, such reduced duties will replace the basic duties.

The Agreement in itsChapter II provides also for liberalization of trade in agricultural products.
The Parties to the Agreement granted each other concessions on a number of these products through
the annual tariff quotas enjoying a preferential rate. The level of liberalization in agricultural sector,
laid down in the Agreement, represents the first phase of liberalization of trade in agricultural products.
Although trade in agriculture will not be free of all restrictions at the end of the transitional period,
the Agreement contains the provisions on the basis of which the Parties to the Agreement could grant
each other further concessions.

1. Import restrictions

1.1 Duties and charges

In accordance with Articles 3 and 6, respectively, the Parties to the Agreement shall introduce
no new customs duties on imports of industrial products as well as no duties of a fiscal nature. The
existing customs duties shall be abolished on 1 January 1998 at the latest, with few exceptions. By
the end of the transitional period, i.e. on 1 January 1998, the Republic of Bulgaria shall apply import
customs duties on imports of a part of metallurgical products originating in the Czech Republic (7 tariff
lines). These exceptions shall be eliminated on 1 January 2000 at the latest.

In conformity with the provisions of Article 32 of the Agreement as well as Article XII GATT
1994 and other relevant balance-of-payment provisions, Bulgaria introduced, on 4 June 1996, a temporary
import surcharge which is expected to be eliminated on 1 July 2000. The Czech Republic, pursuant
to the same provisions, introduced, on 21 April 1997, a temporary import deposit scheme which was
withdrawn on 21 August 1997. For further details on both measures see relevant documents of WTO
Committee on Balance-of-Payments Restrictions1.

In accordance withArticle 5, the Parties to the Agreement shall introduce no new charges having
an effect equivalent to customs duties on imports of industrial products. The existing charges were
abolished on the date of entry into force of the Agreement, except for the products specified in Annex
II to the Agreement for which the import tax was abolished before the end of 1996.

1.2 Quantitative restrictions

Pursuant to Article 8, the Parties to the Agreement shall introduce no new quantitative restrictions
(QRs) or measures having an equivalent effect. The existing restrictions were abolished on the date
of entry into force of the Agreement, with few exceptions. The Czech Republic applies QRs on imports
of industrial products and measures having equivalent effect thereto on certain products originating
in Bulgaria (uranium or thorium ores and their concentrates, coal, lignite, radioactive chemical elements
and isotopes, natural and enriched uranium and nuclear fuel rods). These QRs shall be abolished on
1 January 2001 at the latest.

1See documents WT/BOP/N/18, WT/BOP/S/4, WT/BOP/S/4 and WT/BOP/R/34 for Bulgaria and WT/BOP/N/19 and

Add.1, WT/BOP/S/3, WT/BOP/G/3, WT/BOP/R/33 and WT/BOP/N/29 for the Czech Republic.
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1.3 Common External Tariff

The Agreement does not envisage the establishment of a Common External Tariff.

2. Export restrictions

2.1 Duties and charges

Export duties and charges are governed by the provisions of Article 7. The Parties to the
Agreement shall introduce no new customs duty on exports or charges having an equivalent effect.
The existing duties and charges were abolished on the date of entry into force of the Agreement, with
the exception of the export taxes applied by the Republic of Bulgaria on certain products exported into
the Czech Republic (sea snails, fuel wood and wood in the rough, waste of paper, waste and scrap
of stainless steel and copper products). These export restrictions are of a specific nature and they shall
be abolished on 1 January 2001 at the latest.

2.2 Quantitative restrictions

In accordance with Article 9, the Parties to the Agreement shall introduce no new QRs and
measures having an equivalent effect to QRs. The existing restrictions were abolished on the date of
entry into force of the Agreement, except for the temporary export bans for several products exported
from Bulgaria into the Czech Republic. These export bans are applied on an erga omnes basis and
shall be terminated when conditions no longer justify their maintenance.

On 1 January 1997, the Czech Republic abolished measures having equivalent effect to QRs
on exports of products listed in Annex Va.

3. Rules of origin

Rules of origin of goods and related methods of administrative co-operation are specified in
Article 16 and in Protocol 3 to the Agreement which is an integral part of it. In this Protocol, the
principles and the rules for a definition of the concept of "originating products", for a proof of origin,
for a rule of "drawback or exemption", territorial requirements, arrangements for administrative
co-operation and other provisions are laid down.

The general criteria used for the purpose of determining the origin of products to which the
Agreement applies are, as follows: wholly obtained products and sufficiently worked or processed
products are defined, together with conditions which have to be fulfilled, for manufacturing or processing
operations to each commodity item, and they are specified in the annex to the Protocol. The similar
criterion of substantial transformation applies to cases of insufficient working or processing operations,
which are also defined. With regard to the changes in tariff classification, the Parties to the Agreement
shall be guided by a principle that such changes shall not affect timetables and schedules of liberalization
and concessions established in the Agreement.

In respect of a cumulation of origin, the Parties to the Agreement apply a principle of bilateral
cumulation, with a possibility of its extension to the paneuropean diagonal cumulation. The diagonal
cumulation of origin shall be applied between the Parties to the Agreement and a third party on condition
that this third party (the European Union (EU), Central European Free Trade Area (CEFTA), European
Free Trade Association (EFTA) and Baltic countries) has a Free Trade Agreement or Agreement
Establishing Customs Union with both Parties to the Agreement and that identical rules of origin apply.
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With regard to the territorial requirements, the principle of territoriality is established and the
terms related to direct transport and exhibitions, as well as the prohibition of drawback of, or exemption
from, customs duties, are set out in the protocol. This concept was to be derogated temporarily until
applied within the framework of the diagonal cumulation between both Parties to the Agreement and
the EU. However, each Party may decide on its partial application in full accordance with the possible
modalities of partial application agreed upon with the EU.

In the area of proof of origin, the document EUR 1 is used as a movement certificate in trade
between the Parties to the Agreement. The arrangements for administrative co-operation cover, inter
alia, mutual assistance, dispute settlement, penalties, free zones etc.

4. Standards

4.1 Technical barriers to trade

The Agreement contains Annex VI dealing with the issue of technical regulations and amendments
thereto, where the provisions of the procedure for the notification of draft technical regulations are
set out and specified. However, the above mentioned provisions are not in force and the JointCommittee
(JC) shall decide in the future on the date from which these provisions shall be implemented.

4.2 Sanitary and phytosanitary measures

The Agreement contains provisions (Article 15) on the application of veterinary, health-related
and phytosanitary measures. The Parties to the Agreement agreed that the measures concerning veterinary
and phytosanitary control shall be harmonized with the EU legislation and between the Parties and
that the veterino-sanitary measures and the work of the veterinary services shall be in accordance with
the Office International des Epizoodies Codex and other international conventions in this field. The
Parties to the Agreement also commit themselves not to introduce discriminatory or other measures
which would limit the flow of information, animals, plants or products.

5. Safeguards

Each Party to the Agreement can apply safeguard and emergency measures on the conditions
and in conformity with the procedures specified in the Agreement. These safeguard measures cover
general safeguards (Article 27), structural adjustment (Article 28), re-export and serious shortage of
goods (Article 29), balance-of-payments difficulties (Article 32) and special safeguard measures in
the agricultural sector (Article 14).

Article 31 of the Agreement provides for a procedure for the application of safeguard measures
which foresees consultations within a JC with a view of solving any differences and finding a mutually
acceptable solution, as well as periodic reviews of the measures with a view to their gradual relaxation
and abolition.

6. Anti-dumping measures

As contained in Article 26, the application of the above mentioned measures has to be in
accordance with Article VI of the GATT 1994 and the Agreement on Implementation of Article VI
of the GATT 1994, as well as with the conditions and provisions laid down in the Agreement.
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7. Subsidies and State-aid

The Agreement contains provisions relating to subsidies, state aid, state monopolies, rules of
competition concerning undertakings and public procurement.

7.1 State aid

As provided for in Article 23, the Parties to the Agreement adopted an obligation to avoid
any aid granted by a state being a Party to the Agreement or through state resources in any form whatever
which distorts or threatens to distort competition by favouring certain undertakings or the production
of certain goods. The agricultural products are excluded from the above mentioned provisions.

If a party to the Agreement considers that a particular practice, including that in agriculture,
is incompatible with the provisions of the Agreement or if such a practice causes or threatens to cause
a serious prejudice to the interests of that party or material injury to its domestic industry, the concerned
party may take appropriate measures in accordance with the procedure set out in the Agreement. Such
measures may only be taken in conformity with the commitments undertaken in the WTO.

7.2 State monopolies

The Agreement in its Article 20 contains an obligation for the Parties to adjust progressively
any state monopoly of a commercial nature so as to ensure, that by 1 July 1999 no discrimination exists
in this field between nationals of the Parties.

7.3 Rules of competition

The Agreement in its Article 22 calls also for an observance of a principle of free competition
between the undertakings of the Parties to the Agreement with the aim to refrain from such practices
which have as their object or effect the prevention, restriction or distortion of competition, as well
as to avoid the abuse by one or more undertakings of a dominant position on the territories of the Parties.

Certain exemptions, in the form of advantages, concessions and other favouring elements, from
the provisions relating to rules of competition concerning undertakings are possible. They may be granted
to undertakings of particular public tasks assigned to them, and to those entities which are entrusted
with the operation of services of general economic interest or which have a character of a
revenue-producing monopoly. The similar exclusions in this field are possible for agricultural products,
since in this area the respective provisions of the Agreement do not apply.

If a party to the Agreement considers, that a particular practice is incompatible with the
provisions of the Agreement in the field of rules of competition and if such practice causes or threatens
to cause a serious prejudice to the interests of that party or material injury to its domestic industry,
so the concerned party may take appropriate measures according to the procedure set out in the
Agreement.

7.4 Public procurement

In Article 24, the Parties to the Agreement commit themselves to progressively develop their
respective public procurement regulations with the aim to grant suppliers of the other Party, by the
end of 1998 at the latest, access to contract award procedures on their respective public procurement
markets. This access should be based on a principle of "free competition" and has to be in accordance
with the provisions of the WTO Agreement on Government Procurement.
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8. Sector-specific provisions

With the exception of agriculture, the Agreement does not contain any specific provisions
applicable to trade between the Parties to the Agreement in individual sectors.

9. Other issues

The Agreement contains Protocol 3 which is an integral part of it and which deals with the
co-operation in customs administration. The Protocol includes provisions on the mutual assistance in
customs matters between respective customs administrative authorities of the Parties to the Agreement.
The Parties should change information on their situation in customs matters and provide the assistance
each other.

III. GENERAL PROVISIONS OF THE AGREEMENT

1. Exceptions and reservations

The Agreement also includes provisions regarding general and security exceptions (Articles
18 and 19). The Parties to the Agreement may prohibit or restrict their imports, exports of goods in
transit justified on the grounds of public morality, public policy or public security and on the grounds
of protection of human, animal or plant life or health, the protection of national treasures possessing
artistic, historic or archaeological value; protection of intellectual property or rules relating to gold
or silver and the conservation of exhaustible natural resources if such measures are made in conjunction
with restrictions on domestic production or consumption.

Such prohibitions or restrictions must not be a means of arbitrary discrimination or a disguised
restriction on trade between the parties to the Agreement. For the reason of security each Party to the
Agreement may take any appropriate measures, which it considers necessary, in order to prevent
disclosure of information contrary to its essential security interests and for their protection or for the
implementation of its international obligations or its national policies.

2. Accession

There is no provision in the Agreement that allows other countries to accede to the Agreement.

3. Dispute settlement procedures

The provisions regarding the dispute settlement are not contained in the Agreement.

4. Relation with other trade agreements

As contained in Article 36, the Agreement applies to trade relations between the Czech Republic
and Bulgaria. It does not prevent the maintenance or establishment of customs unions, free trade areas
or arrangements for border trade to the extent that they do not affect negatively the trade regime and,
in particular, the provisions concerning the rules of origin provided for by the Agreement.

The Agreement does not contain any provision which establishes any specific relation with
other bilateral, plurilateral and/or multilateral trade agreements. However, in the preamble to the
Agreement, a reference to the GATT 1994 and the WTO is made.
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5. Institutional framework

In accordance with Article 34, the JC was established. It consists of two members, each from
one Party to the Agreement. The members of the JC are representatives of the Governments. The JC
is not an intergovernmental or supranational institution created to operate the Agreement. The main
task of the JC is to supervise and to administer the implementation of the Agreement.

The JC may take decisions in the cases provided for in the Agreement. On other matters,
it may make recommendations. In respect of the procedures of the JC referred to in Article 35, the
JC meets, whenever necessary, but at least once a year, and acts by a common agreement. Each party
to the Agreement may request that a meeting of the JC be held. The JC may decide to set up such
subcommittees and working groups as it considers necessary to assist it in accomplishing its tasks.

For the purpose of the Agreement, the JC shall adopt its rules of procedure which, inter alia,
contain provisions for convening meetings and for the designation of the Chairman and his term of
office.The operation of national entities of the Parties to the Agreement is subject to the provisions
of the Agreement and also to implementing policies relating to the Agreement.

IV. OTHER

Before the entry into force the Agreement was applied provisionally. The Agreement covers
trade in goods; trade in services is not subject to the provisions of the Agreement. In Article 33 it
contains an evolutionary clause providing for the possibility of extending the coverage of the Agreement
to new fields.
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ANNEX

Imports of the Czech Republic from Bulgaria
(in '000 US$, f.o.b.)

HS Sections 1994 1995 1996

I 31 13 174
II 1,935 3,857 4,150

III n.a. 6 n.a.
IV 365 547 1,163
V 161 648 65

VI 105 427 1,162
VII 223 170 381

VIII 465 76 122
IX 27 404 442
X 354 132 26

XI 595 756 918
XII 67 165 136

XIII 26 46 136
XIV 21 25 33
XV 4,190 4,247 4,526

XVI 3,782 4,154 6,031
XVII 1,622 1,733 2,314

XVIII 167 143 160
XX 128 90 222

XXI n.a. n.a. n.a.

TOTAL 14,296 18,090 22,632
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Imports of the Czech Republic from the World
(in '000 US$, f.o.b.)

HS Sections 1994 1995 1996

I 145,095 198,891 208,611
II 498,511 656,060 739,720

III 60,335 82,489 80,930
IV 665,468 857,648 1,018,607
V 1,754,558 2,345,264 2,763,019

VI 1,602,156 2,301,529 2,473,705
VII 770,901 1,421,080 1,617,802

VIII 109,089 233,990 241,503
IX 104,460 196,147 202,244
X 501,174 816,597 886,407

XI 684,869 1,617,963 1,702,601
XII 134,129 242,097 260,598

XIII 257,899 424,169 470,763
XIV 49,675 86,339 65,366
XV 1,355,547 2,767,153 2,731,441

XVI 4,234,640 7,487,608 8.393.784
XVII 965,712 1,881,172 2,205,389

XVIII 681,340 964,589 960,761
XX 380,607 592,049 678,290

XXI 4,375 73,401 3,273

TOTAL 14,970,437 25,264,527 27,715,746
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Imports of Bulgaria from the Czech Republic
(in ´000 US$, c.i.f.)

HS Sections 1994 1995 1996

I 228,0 535,4 1,031,9
II 469,3 98,6 97,3

III 54,6 0,1 0,5
IV 966,7 246,7 197,1
V 36,0 148,4 318,4

VI 5,873,5 8,022,3 3,609,8
VII 1,678,6 6,178,4 3,933,7

VIII 1,159,9 612,0 393,6
IX 5,7 42,0 79,7
X 3,389,1 4,214,7 3,406,6

XI 3,364,2 8,228,5 7,010,3
XII 270,6 231,7 106,3

XIII 1,434,6 2,586,3 2,165,1
XIV 66,1 67,8 75,6
XV 8,431,3 17,166,5 14,842,1

XVI 9,568,5 18,070,5 17,885,4
XVII 19,251,1 7,704,7 6,201,1

XVIII 339,3 1,542,6 675,9
XX 223,6 807,0 957,0

XXI 0,0 0,1 0,0

TOTAL 56,992,0 76,792,7 63,132,4
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Imports of Bulgaria from the World
(in ´000 US$, c.i.f.)

HS Sections 1994 1995 1996

I. 64,1 63,2 30,9
II. 114,8 80,2 93,2

III. 21,5 21,8 20,2
IV. 261,9 296,6 207,2
V. 1302,2 1686,4 1496,9

VI. 366,6 612,2 442,7
VII. 149,1 210,2 162,7

VIII. 41,8 52,7 58,6
IX. 25,4 27 20,4
X. 123,3 223,8 141,4

XI. 347,7 484,9 411
XII. 41,1 50,8 49,6

XIII. 44,6 61,7 53,4
XIV. 3,6 8,1 3
XV. 291,3 402,7 258,4

XVI. 657,3 830,8 592,6
XVII. 263,1 276,6 166,1

XVIII. 93 117,5 87,3
XX. 43 64,1 47,3

XXI. 0,1 0,1 n.a.

TOTAL 4257,2 5575,7 4344,9




