AGREEMENT
BETWEEN THE EUROPEAN COMMUNITY
AND THE REPUBLIC OF SERBIA
ON TRADE IN TEXTILE PRODUCTS

THE EUROPEAN COMMUNITY, hereinafter referred to as "the Community",
of the one part,

and 

THE REPUBLIC OF SERBIA, hereinafter referred to as "Serbia",

of the other part,

DESIRING to promote, with a view to permanent cooperation and in conditions providing every security for trade, the orderly and equitable development of trade in textile products between the Community and Serbia (hereinafter referred to together as "Parties"), as a further step towards deeper trade and political relations including substantial trade liberalisation between the two Parties in the framework of the Stabilisation and Association process; 

CONSIDERING that United Nations Security Council Resolution 1244 (1999) established an international civil presence in order to provide an interim administration for Kosovo (United Nations Interim Administration Mission in Kosovo), and it is not possible at this time to apply the obligations undertaken in this Agreement in Kosovo,
HAVE AGREED AS FOLLOWS:
ARTICLE 1
This Agreement establishes the regime applicable to trade of textile products originating in the Community and in Serbia listed in Annex I.

TITLE I
BASIC PROVISIONS

ARTICLE 2
The Parties agree that: 

1.
The rates of customs duties applicable in Serbia to textile products originating in the Community shall be dismantled according to the schedule in Annex II. 

2.
The Community will continue to grant duty free treatment to textile products originating in Serbia in accordance with the applicable Community legislation.

ARTICLE 3
1.
Quantitative restrictions on imports of textile products listed in Annex I into Serbia of goods originating in the Community and measures having equivalent effect, including non‑tariff barriers as specified, in particular, in Annex III, shall not be maintained nor introduced from the date of application of this Agreement except as provided under Articles 5 and 7.

2.
Without prejudice to Article 4(1), quantitative restrictions on imports of textile products listed in Annex I into the Community of goods originating in Serbia shall be suspended.  Measures having equivalent effect, including non-tariff barriers as specified, in particular, in Annex III, shall not be maintained nor introduced from the date of application of this Agreement, except as provided for under Articles 5, 6 and 7.

ARTICLE 4
1.
The Community will suspend the quantitative restrictions currently in force for categories listed in Annex IV, as soon as Serbia notifies to the Community that it has implemented its commitments under Article 2(1).
2.
Title II lays down the arrangements applicable to quantitative restrictions and the surveillance regime.
ARTICLE 5
1.
Either Party retains the right to suspend its obligations in Articles 2, 3 and in Article 4(1) should the other Party fail to fulfil its obligations. 

2.
If the Community re‑introduces quantitative restrictions, they shall be established at the year 2004 levels, increased by annual growth rates as last applied for that year. 
3.
The Parties agree to consult with each other before exercising their rights, in accordance with Article 8. 

ARTICLE 6
1.
With a view to ensuring the effective functioning of this Agreement, the Parties agree to cooperate fully in order to prevent, to investigate and to take any necessary legal and/or administrative action against circumvention by transhipment, re‑routing, false declaration concerning the country or place of origin, falsification of documents, false declaration concerning fibre content, quantities, description or classification of merchandise and by whatever other means.  Accordingly, the Parties agree to establish the necessary legal provisions and administrative procedures permitting effective action to be taken against such circumvention, which shall include the adoption of legally binding corrective measures against exporters and/or importers involved.
2.
If it appears on the basis of available information that this Agreement is circumvented, the Community will consult with Serbia in accordance with Article 8.

3.
If the Parties fail to reach a mutually satisfactory solution, the Community shall have the right:

(a)
to introduce quantitative restrictions against the same products originating in Serbia as those involved in circumvention or to take any other appropriate measures; 

(b)
to set off the relevant quantities against the quantitative restrictions that are established under this Agreement.

4.
Where available information shows that false declaration concerning fibre content, quantities, description or classification of products originating in Community or in Serbia has occurred, both Parties shall have the right to refuse to import the products in question.

5.
The Parties agree to establish a system of administrative cooperation to prevent and to address effectively all problems arising from circumvention in accordance with Annex V.

ARTICLE 7

1.
Where as a direct consequence of the application of the liberalisation measures provided for in this Agreement any product is being imported in such increased quantities and under such conditions as to cause or threaten to cause:

(a)
serious injury to domestic producers of like or directly competitive products in the territory of the importing Party, or 

(b)
serious disturbances in any related sector of the economy or difficulties which could bring about deterioration in the economic situation of a region, 
the Party concerned may take appropriate measures after consultations are held in accordance with Article 8.  In case the other Party considers the measure adopted is not justified, it shall be free to suspend the application of substantially equivalent concessions granted under this Agreement after consultations are held in accordance with Article 8. 
2.
The Parties may request consultations in accordance with Article 8 when either of them ascertains that during a particular year of application of this Agreement difficulties arise in the Community or in Serbia due to a sharp and substantial increase, by comparison to the preceding year, in imports of a given category of Group I. 
ARTICLE 8
1.
The consultation procedures referred to in this Agreement shall be governed by the following provisions:

(a)
any request for consultations shall be notified in writing to the other Party;
(b)
the request for consultations shall be followed, within a reasonable period of time and in any case not later than 15 days following the notification, by a report setting out the circumstances which, in the opinion of the requesting Party, justify the submission of such a request;
(c)
the Parties shall enter into consultations within 30 days of notification of the request at the latest, with a view to reaching a mutually acceptable solution within a further 30‑day period at the latest, unless this period is extended by common accord.

2.
At the request of either of the Parties, consultations shall be held on any problems arising from the application of this Agreement.  Any consultations held under this Article shall take place in a spirit of cooperation and with a desire to reconcile the differences between the Parties.
TITLE II 
QUANTITATIVE RESTRICTIONS AND SURVEILLANCE REGIME

ARTICLE 9
1.
The classification of the products covered by this Agreement is based on the tariff and statistical nomenclature of the Community (hereinafter referred to as the "Combined Nomenclature", or in abbreviated form "CN") and any amendments thereof.

Where any decision on classification results in a change of classification practice or a change of category of any product subject to this Agreement the affected products shall follow the trade regime applicable to the practice or category they fall into after such changes.

Any amendment to the Combined Nomenclature made in accordance with the procedures in force in the Community concerning categories of products covered by this Agreement or any decision relating to the classification of goods shall not have the effect of reducing quantitative restrictions introduced pursuant to this Agreement.

2.
The origin of the products covered by this Agreement shall be determined in accordance with the non‑preferential rules of origin in force in the Community.

The origin of the products subject to the tariff dismantling schedule provided for in Article 2(1), shall be determined in accordance with Community rules that apply to autonomous preferential tariff measures for certain countries or territories.  Any amendment to these rules of origin shall be communicated to Serbia.

The procedures for control of the origin of the products referred to above are laid down in Annex V.

ARTICLE 10
1.
If quantitative restrictions are re‑introduced in accordance with Articles 5, 6 and 7, exports of the textile products under quantitative restrictions shall be subject to a double‑checking system as specified in Annex V.

2.
Following consultations in accordance with the procedures set out in Article 8, exports of products in Annex I not subject to quantitative restrictions may be subject to the double‑checking system referred to in Annex V or to a prior surveillance introduced by the Community.
ARTICLE 11

1.
The Parties recognise that re-imports of textile products into the Community after processing in Serbia are a specific form of industrial and trade cooperation.

2.
Should quantitative restrictions be established under the conditions specified in this Agreement, these re-imports shall not be subject to these quantitative restrictions if they are subject to the specific arrangements laid down in Title III.

ARTICLE 12
Exports from Serbia of cottage‑industry fabrics woven on hand‑ or foot‑operated looms, garments or other made‑up articles obtained manually from such fabrics and of traditional folklore handicraft products shall not be subject to the quantitative restrictions established under this Agreement, provided that these products originating in Serbia meet the conditions laid down in Annex VI.

ARTICLE 13
1.
Imports into the Community of textile products covered by this Agreement shall not be subject to any quantitative restrictions that may be established under this Agreement, provided that they are declared to be for re-export outside the Community in the same state or after processing, within the framework of the administrative system of control which exists within the Community.

However, the release into free circulation of products into the Community under the conditions referred to above shall be subject to the production of an export licence issued by the Ministry of International Economic Relations of Serbia, and to the production of a proof of origin in accordance with Annex V.

2.
Where the Community authorities ascertain that imports of textile products have been set off against quantitative restrictions that may have been established under this Agreement, but that the products have subsequently been re-exported outside the Community, the authorities shall inform the Ministry of International Economic Relations of Serbia within four weeks of the quantities involved and authorise imports of identical quantities of the same products, which shall not be set off against the quantitative restriction established under this Agreement for the current or the following year, as appropriate.

ARTICLE 14
Should quantitative restrictions be introduced under this Agreement, the following provisions shall apply:

1.
In any year advance use of a portion of the quantitative restriction established for the following year is authorised for each category of products up to 5% of the quantitative restriction for the current year.

Amounts delivered in advance shall be deducted from the corresponding quantitative restrictions established for the following year.

2.
Carryover to the corresponding quantitative restriction for the following year of the amounts not used during any year is authorised for each category of products up to 10% of the quantitative restriction for the current year.

3.
Transfers in respect of categories in group I shall not be made from any category except as follows:

–
transfers between categories 1, 2 and 3 may be made up to 12% of the quantitative restriction for the category to which the transfer is made,

–
transfers between categories 4, 5, 6, 7 and 8 may be made up to 12% of the quantitative restriction for the category to which the transfer is made.
Transfers into any category in groups II and III may be made from any category or categories in groups I, II and III up to 12% of the quantitative restriction for the category to which the transfer is made.

4.
The table of equivalence applicable to the transfers referred to above is given in Annex I.

5.
The increase in any category of products resulting from the cumulative application of the provisions in paragraphs 1, 2 and 3 above during a year shall not exceed 17%.

6.
Prior notification shall be given by the Ministry of International Economic Relations of Serbia in the event of recourse to the provisions of paragraphs 1, 2 and 3 above, at least 15 days in advance.

ARTICLE 15

The annual growth rate for the quantitative restrictions which may be introduced as provided for by this Agreement for the products covered by it shall be fixed by agreement between the Parties in accordance with the consultation procedures established in Article 8.

ARTICLE 16
1.
The Ministry of International Economic Relations of Serbia shall supply the Commission of the European Communities with precise statistical information on all export licences issued for categories of textile products subject to the quantitative restrictions established under this Agreement or to a double-checking system, expressed in quantities and in terms of value and broken down by Member States of the Community, as well as on all certificates issued by the Customs Administration of Serbia for products referred to in Article 12 and subject to Annex VI.

2.
The Community shall likewise transmit to the Ministry of International Economic Relations of Serbia precise statistical information on import authorisations issued by the Community authorities and import statistics for textile products.

3.
The information referred to above shall, for all categories of products, be forwarded before the end of the month following the month to which the statistics relate.

4.
Upon request by the Community, the Ministry of International Economic Relations of Serbia shall supply import statistics for all products covered by Annex I.

5.
If on the basis of the information exchanged it appears that there are significant discrepancies between the returns for exports and those for imports, consultations may be initiated in accordance with the procedure specified in Article 8.
6.
For the purpose of applying the provisions of this Agreement, the Community undertakes to provide the Ministry of International Economic Relations of Serbia before 15 April of each year with the preceding year’s statistics on imports of all textile products covered by this Agreement, broken down by supplying country and Member State.

ARTICLE 17
1.
Serbia shall monitor its exports of products under restraint or surveillance into the Community.  Should a sudden and prejudicial change in traditional trade flows arise, the Community will be entitled to request consultations in order to find a satisfactory solution to those problems.  Such consultations shall be held within 15 working days of their being requested by the Community.

2.
Serbia shall endeavour to ensure that exports of textile products subject to quantitative restrictions, which may be established under this Agreement into the Community are spaced out as evenly as possible over the year, due account being taken in particular of seasonal factors.

ARTICLE 18
In the event of denunciation of this Agreement, the quantitative restrictions that may be established pursuant to it shall be reduced on a pro rata temporis basis unless the Parties decide otherwise by common agreement.

ARTICLE 19
The Parties undertake to refrain from discrimination in the allocation of export licences and import authorisations or documents referred to in Annexes V and VI.
TITLE III
OUTWARD PROCESS TRAFFIC (OPT)

ARTICLE 20

Re‑imports into the Community, within the meaning of Article 11, shall be subject to this Agreement, unless the following special provisions provide otherwise.
1.
Re‑imports into the Community referred to in Article 11 may be made subject to specific quantitative restrictions following consultations in accordance with the procedures set out in Article 8, provided the products concerned are subject to quantitative restrictions pursuant to this Agreement, to a double‑checking system or to surveillance measures.
2.
Having regard to the interests of both Parties, the Community may at its discretion, or in response to a request under Article 8:

(a)
examine the possibility of transferring from one category to another, using in advance or carrying over from one year to the next, portions of specific quantitative restrictions;

(b)
consider the possibility of increasing specific quantitative restrictions.

3.
However, the Community may apply automatically the flexibility rules set out in paragraph 2 within the following restrictions:

(a)
transfers between categories may not exceed 25% of the quantity set for the category to which the transfer is made;

(b)
carry‑over of a specific quantitative restriction from one year to the next may not exceed 13,5% of the quantity set for the year of actual utilisation;

(c)
advance use of specific quantitative restrictions from one year to another may not exceed 7,5 % of the quantity set for the year of actual utilisation.

4.
The Community shall inform Serbia of any measures taken pursuant to the preceding paragraphs.
5.
The competent authorities in the Community shall debit the specific quantitative restrictions referred to in paragraph 1 at the time of issue of the prior authorisation required by the relevant Community legislation which governs economic outward processing arrangements.  A specific quantitative restriction shall be debited for the year in which a prior authorisation is issued.

6.
A certificate of origin made out by the organisations authorised to do so under the law of Serbia shall be issued, in accordance with Annex V, for all products covered by this Title.  This certificate shall bear a reference to the prior authorisation mentioned in paragraph 5 as evidence that the processing operation it describes has been carried out in Serbia.
7.
The Community shall provide Serbia with the names and addresses of, and specimens of the stamps used by, the competent authorities of the Community, which issue the prior authorisations referred to in paragraph 5.
TITLE IV – FINAL PROVISIONS
ARTICLE 21

The operation of this Agreement shall be reviewed prior to the accession of Serbia to the World Trade Organisation (WTO).  Should Serbia become a Member of the WTO before the expiry of this Agreement, the Agreements and rules of the WTO shall be applied from the date of Serbia's accession to the WTO.
ARTICLE 22
1.
This Agreement shall apply, on the one hand, to the territories in which the Treaty establishing the Community is applied and under the conditions laid down in that Treaty and, on the other hand, to the territory of Serbia.  As regards Serbia, this Agreement shall be binding and directly applicable for all its authorities.

2.
This Agreement shall not apply in Kosovo which is at present under international administration pursuant to United Nations Security Council Resolution 1244 of 10 June 1999.  This is without prejudice to the current status of Kosovo or the determination of its final status under the same Resolution.
ARTICLE 23
1.
This Agreement shall enter into force on the first day of the second month following the date on which the Parties notify each other of the completion of the procedures necessary for that purpose.  The Parties agree to review this Agreement in the light of possible negotiations on a Stabilisation and Association Agreement. 
2.
Either Party may at any time propose modifications to this Agreement.

3.
Either Party may at any time denounce this Agreement provided that at least 60 days' notice is given.  In that event, this Agreement shall come to an end on the expiry of the period of notice.
4.
The Annexes attached to this Agreement shall form an integral part thereof.
ARTICLE 24
This Agreement shall be drawn up in duplicate in the Czech, Danish, Dutch, English, Estonian, Finnish, French, German, Greek, Hungarian, Italian, Latvian, Lithuanian, Maltese, Polish, Portuguese, Slovakian, Slovenian, Spanish, Swedish and Serbian languages, each of these texts being equally authentic.
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