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UNITED STATES-CANADA AUTOMOBILE AGREEMENT

el ',“,

TUESDAY, SEPTEMBER 14, 1065 . ' . ..

‘ U.S. SENATE, )
Commrrree oN Finance, ..
o ‘ . Washington, D.C., ,.
‘The committes met, pursuant to recess, at 10 a.m., in room 2221, New
Sizq&w Office Building, Senator Harry Flood Byrd (chairman) pre-
siding, o
' Present: Senators Byrd (presiding), Smathers, Douglas, Gare,
Talmadge, Hartke Carlion Curtis, anﬁ Morton.
Also present: Elizabeth B. Springer, chief clerk, and Thomas Vail,
professional staff member. : o
The Cramyan. The committee will cometoorder. i
The purpose of this hearing is to receive testimony from both ¢the
administration and the general public on H.R. 9042, a bill which w
introduced at the request of the administration to provide for the
implementation of the agreement concerning automotive products
mn the Goovernment of the United States and the (fovernment of
a. oo
I place in the record a copy of the bill anc: a copy of data relating ¢
the bill com: iledlxythesmﬁ? L T ; 4
(HLR. 9042 and data referred to follow :)

[EL.R. 0042, §0th Cong., 1st wens.] ) BT

AN ACT To provide for the implementation of the Agreament Concerning Automotive
Products Between the Government of the United Btates of Awerica and the Government
of Canada, and for other purposee oo . '

Be it enacted by the Senate and House of Representatives of the Unitod Staies
of Amerioa in Congress assembled, o " : T B

TITLE I—SHORT TITLE AND PURPOSDS
SHOBRT TITILR s
“siwx 101. This Act may be cited as the “Automotive Products Trade Act

»  PURPOSES

Seo. 102. The purposes of this Act are—

(1) to provide for the implementation of the Agreement Concerning Auto-
motive Products Between the Government of the Unlted States of America
and the Government of Canada signed on January 16, 1885 (herefnafter re-
ferred 'to as the “Agreement”), in order to strengthen the economic relations
Ag;d %xpanddtrade in automotive preducts between the United States and

nada; an

(2) to authorize ihe implementation of such other international agree-
ments providing for the mutuval reduction or elimination ot duties applicable
to automotive products ay the Government of the United States may hem-
after enter into, -

N

‘1‘
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TITLE II—BASIC AUTHORITIES
g s TMPLEMENTATION OF THE AGREEMENT

£ '
8ko, 201. (a) The President is authorized to proclaim the modifications of
the Tariff Schedules of the United States provided for in title IV of this Act.
o (b)( I;t a:lr;y time‘g;ter the iseuanc. of the proclamatien authorized by subsec-
on (&), the President js uuthorized po prorlatm further modifications.of .the
Tdrif*Schedules of tb‘es United States ‘to provide for thé' guty-’frée treatment of
any Canadian article which is original motor-vehicle equipment (as deflned by
ggah{ Sehedulies asr modified }p}xrﬁiuan’t to subsection (a)) ii; he determines that
e importation of sych article is gctnally or potentially of commercial signifi-
cafite and that such A Fred trestont 12 Lo oieal 10 carty oot the Agreomont,

' YMPLEMENTATION OF OTHER ASREEMENTS

“Beo, 202 (a)’ ‘,Wlmnever’, aftér determining that such an agreement will afford
mutaal trade benefits, the President enters into an agreement with the govera-
inbnt of a country providing for the mutual oltmination’of. the duties applicable
to products of, their respective countries which are motor .vehicles and:fabricated
coinponents intended for use as original equipment in the manufacture of such
vehicles, the President ( in accordance with,subsegtlon (d}) s authorized to.pro-
oladm’ sach modifications ‘of the Tariff ‘Schedules of the United States ag he
determines to be required to carry out such agreement - . it U
ii{b) Whenever, after having entered into an agreement with the government
o country providing for the mdutual elimination of the duties applicable to
g ucts described in subsection (a), the President, after determining that such
her agreement will afford mutual trade benefits, enters into a further agree-
ght with such government providing for the mutual reduction of elimination
of the duties applicable to automotive products:other than motor vehicles and
fabricated  components intended for:use 8s original equipment.in the manu-
fuéture of such vehfcles, the President (in accordance with subsection (d))
Ja authorized to proclaim such nicdifications’ of the Tariff Schedules of tle
mt:d' ‘States a9 he determines to be required to carry out such furthér agree
men NI
s (€). Before the President enters into the negotiation of an agreement referred
€ fn subsection (a) or (b), he shali— o T
(1) seek the advice of the Tariff Commission an to the probuble econonitn
effect of the reduction or :élimination of ‘duties on>industries producing
articles like or directly competitive with those which may be covered by
such agreement; IR A R
. # (2) give reasonable public notice of his intention to negotiate such agree-
7. - -ment:(which notice shail:be published in the F'ederal Register) in order
that any interested person may have an opportanity to présent his views
...-to guch zzggucy as the President shall,gqii,gpgte, under such ryles and regula-
tions as the President may preseribe;and . ° .. . o Lo
(8) seek information and advice with respect to such agreement from
the Departments of Commerce, Labor, State, and the Treasury, and from
such other sources as he may deem appropriate.
(@) (1) The President shall transmnit .to each House of the Congress a copy
of each agreement referred to in subsection (a) or (b). The delivery to both
Houses &hall be on the ‘same day and shall be made to each Houke while it is
in session,
(2) ‘The President is authorized to-issue any proclamation to carry out any
sucii agreement— L o .
. t(dAl only after the expiration of the 60-day period, following the date
_'of delivery, . N o
= 1 (B) only if, between the date of delivery and the expiration of such
" . 60-day period, the Congress has not adoptéd a coucurrent vésolution stating
in substance that the Senate and House of Representatives disapprove of
thé agreement, and’ R o
(C) in the case of any agreement referred to in subgection (b) with
. any country, only if there is in effect a proclamation implementing an agree-
" ment with such’ country applicahle to products described in subsection ().
'(8) “For purposes of paragraph (2), in the computation q{ the 60-day period
there shall be excluded the days on which either House is not' it sesslon because
of adjournment of more than 3 days to a day certain or an adjournment of

.the Congress sine die.




U.8.-CANADIAN AUTOMOBILE AGREEMENT 3

I&Fl"F/GTIVL DATE OF PBOCLAMATIONS

- 8rc. 203, (a) Subject to subsectlon (b), the President is authorized, notwith-
standing section 514 of the Tariff Act of 1980 (19.71.8.C,, sec. 1614) or any other
provision of law, to give retroactive effect to any proclamatlon iszued pursuant
to section 201 of this Act as. of the enr]lest date after Janum‘y 17, 1965, which
he determines to be practicable. '

(b) In theicase of liquidated customs ent,ries, the retroactlve effect prurs\mnt to
subsection (a) of any proclamation shall -apply only upon request therefor
flled with the customs officer concerned on or before the 90th day after the date
of sugh proclamation and subject to such other conditlons as the Presldent maey
specl y

mmnmow or pmcun.ruoxs

Seo. 204 The Presldent is authorlzed at any time to terminate, in whole or in
pnrt, any pvoclamatlon issued pursuant to section 201 or 202 of this Act ‘

TITLE III-——TARIFF‘ ADJUSTMENT AND. OTHER ADJUSTMENT
. : " ASSISTANCEH I

L

GENEBAL AUTHORITY

Sw 301. Subject to section 302 of this Act, a petition may be filed ror tarlft
adjustment or for a determination of ellglbmty to apply for adjustment assist-
ance under title III of the Trade Expansion Act of 1962 (19 U.8.C,, sec. 1001
1991) as though the reduction’ er elimihation of a duty pnxlhlmed by ‘the
President pursuant to section 201 or 202 of this Act were a concession grant
under s trade agreement referred to In section 301 of the Trade Expang on Act
of 1962.

BPEOIAL AUTHOBITY DUB!NG TBAN I'HONAL PERIOD UN!)E'B '.I’HE AGBEEMENT

Sec. 302. (&) After the 90th day after the date of the enactment of this Act
and before July 1, 1968, a petition under section 301 of this Act for a deter-
mination of ellgibmty to apply for adjustment assismuce may. be ﬂled wlth the
President by— - -

(1) a irm which produces an automotlve produet. or its representative,
or
+ {2) a group ot workers in a ﬂrm which produces an automotlm pmduct

* or thelr certified or recognized union or other duly autborized cepresentative,

“(b) After a petition is filed by a firm or group of workers under subfseetlon
(a), the President shall determine whethexr— -

(1) disloeation of the ﬂrm or group ot workers has occurred or tbmatens
to oceur;

2y productlon in the United ‘States ot the automotive product concerned
produced by the firm, or an appropriate subdivision thereof, and: bf the

. .automotive product Hke or directly, competitive therewith, has deoreased

appreciably; and

© (8) (A) imports into the United States from Canada of the Cmmdlan

automotive product like or directly competitive with that produced by the

ﬂrm. or an appropriate subdivision thereof, have increased appreciably ; or

© . (B) exports from the United States to Canada of the United States auto-

motive product concerned produced by the flrm, or an appropriate sub-

division thereof,- and of the United States automotive product Iike or

directly competitive therewith, have decreared appreciably, ard the decrease

* in such exports Is greater than the decrease, if any, in preduction in

© Canada of the Canadiam automotive product llke or directly competitive
with the United States sutomotive product being exported.

(c) If the President makes an affirmative determination under paragraphs
(1), (2), and (8) of subsection (b}, with resnect to a firm ov-group of workers,
he shall promnily certify that as a resuit of its dislocation the firm or group of
workers. I8 eligible to apply for adjustment assistance, unless the President
determines that the operation of the Agreement has not been the primary factor
in caucing or threatening to cause disglocation of the firm or eroup of workers,

'(d) If the President raker an atfirmative determination under paragraph’ (1)
hut a negative determination under paraeraph (2) or (8) of subiection (b).
© with respect to a flrm or group of workers, the President shall determine
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whether the operation of the Agreement has nevertheless been the primary
factor in causing or threatening to cause dislocation of the firm or group of
workorse, If the President makes such an afirmative determination, he shall
promptly certify that as a result of its dislocation the h*m or group of workers
is eligible to apply for adjustment assistance.

{(e) (1) In order to provide the President with a factual record on the basis
of which he may make the determinations referred to in subsections (b), (¢),
and (d) with respect to & firm or a group of workers, the President shall promptly
transmit to the Tariff Commission a copy of each petition flled under subsection
(a) and, not later than B days after the date on which the petition is filed, shall
request the Tariff Commission to conduct an investigation related to questions
of fact relevant to such determinations and to make a report of the facts disclosed
by such investigation. In his request, the President may specify the particular
kinds of data which he deems appropriate. Upon receipt of the President’s
request, the Tariff Commission shall promptiy institute the lnveetlgstlon and
promptly publish notice thereof in the Federal Register.

(2) In the course of each Investigation conducted under paragraph (1). the
Tariff Commission shall, after reasonable notice, hold a public hearing, if such
hearing is requested (not later than 10 days after the date of the publication
of 1ts notice under paragraph (1)) by the patitioner or any other person show-
ing a proper interest in the subject matter of the investigation, and shall afford
interested persons an opportunity to be present, to produce evidence, and to be
heard at such hearing,

(8) Not later than 50 days after the date on which it recelves the request
of the President under paragraph (1), the Tariff Commission shall transmit
to the President a renort of the facts disclosed by Its investigation, together
with the transcript of the hearing and any briefs which may have been sub-
mitted in ‘connection with suech investization.

{(t) (1) The President shall make each final determination under subsection
(b), (c), or (d) with resnect to a firm or group of workers only after he has
sought advice from the Departments of Cominerce, Labor, and the Treasury,
the Small Business Administration, and such other ugencies as he may deem
appropriate.

(2) The Presldent shall make each such final determination not later than
15 days after the date on which he recelves the Tariff Commission’s report,
unless, within much period. the President requests sdditional factual information
* from the Tariff Commission. In this event. the Tariff Commissjon shall. not
later than 25 davs after the date on which it receives the President’s request,
tfurnish such additional: factual information in a supniemental report, and the
President shall make hia final determination not later than 10 days after the
date on which he receives such supnlemental report.

(8) The President shall promptly publish in the Federal Register a sum-
mary of each final determination under this section.

(g) Any certification with respect to a group of workers made by the Presi
dent under this section shall—

(1) %%ogitv the date on which the dlslocatlon began or threatens to

(2) be terminated by the President whenever he determineg that the
operation of the Agreement is no longer the primary factor in causing
separations from the firm or-subdivision thereof, in which case such deter-
mination shall apply only with respect to separations occurring after the
termination date specified by the Prestdent.

(h) Any certification with respect to a firm or a group of workers or any
termination of such certification, including the specification of a date in such
certification or termination, made by the President under this section shall
constitute a certification or termination, including the specification .of a date
therein, under section 302 of the Trade Exnansion Act of 1962 (19 U 8.0., sec.
1902) for purposes of chapter 2 or 8 of title 11I of that Act.

(1) If a firm which has been certified nnder this section applles for taz assist.
nnoe as provided by section 317 of the Trade Expansion Act of 1062, the reference

in subsection (&)(2) of such section 817 to a trade.or business which was
serlously injured by increased imports which the Tariff Commieston has deter
mined to result from concessions granted under trade agreements shall be
treated as referring to a irade. or busineas whlch was aerlously !njumd by
the operaﬂon of the Agneement.

RN i CE R R
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(J) Notwithstanding sny provision of chapter 8 of title III of the Trade
Expansion Act of 1062 or of this title, applications based on any certification
made by the President under this section for— .

(1) trade readjustment allowances for weeks of unemployment beginnlng
" after January 17, 1965, and before the 90th day after the date of the enact-
- ment of this Act, and

(2) -relocation allowancee for relocatlons occnrﬂng after January 17,
1965, and before such 90th day,

slfmIl‘l I;bg ‘determined in accondance with regulauons .neecrlbed by the Secretary
0 a r'

(k) The President i8 1 1thorlzed to exerc!se any of h!s functlons under this
sectlon through such agenc~ or other instrumentality of the United States Govern-
ment :isbge may direct and § i conformity with such rules or regulatlone as he may
presc, :

(1) For the purposes of thls section-——

(1} The term “autemotive product” means a motor vehlcle ora fsbrlcated
eo:.niptlment to be usad as original eqnlpment In the manufacture of motor
vehicles. .

(2) The term ‘dlsclocatlon" means— .

(A) in the case of a'firm, Injury to the firm, whlch may be evldeneed
by such conditions as 1dling of productive facllities, inabllity to operate
at a level of reasonable profit, or unemployment or: underemployment,
and which is of a serlous nature; and

- .+ (B) in the case of a group of workers. unemployment or \mderem-

. ployment of a significant number or proportion of tha workers of a firm

. or an appropriate subdivision thereof.

- (8) The term “firm" inciudes an.individual: proprletorship. partnershlp.
¢ joint- venture, assoclation, corporation (including a development corpora-
tion), business trust, cooperative, trustees in bankruptcy, and receivers under
decree of any court.- A firm, together -with any predecessor, successor, or
affiliated firm controlled or substantially beneficially owned by substantially

-the same persons, may be consldered a single firm where necessary to prevent

unjnstlﬁable Lenefits, - . ..

-+ .(4) 'The term “‘operation of the Asreement" includes govommental or pri-

vate actlons in the United States or Canuada directly related to the conclu-

: elon or implementatlon ot the Agreement. ‘ .

! ANUBTHBN‘!‘ ASSIS‘I'ANOB BELATKD T0- UI'BEB AGP.EBMENTS

SEc. 303. At the time the Pre«ldent transmits to the Congress a copy of any
agreement pursuant to section 202(d) (1); he shall recommend to the Congress
such legislative provisions concerning adjustment assistance to firms and work-
evs as he determines to be appropriate In 1ight of the'anticipated econonilt inpact
of the reduction or ellm!natlon of duties provided for by tuch agreement

A’UTHOBI“TIOK 0!‘ AP?ROPBIA'I'IO‘RB ‘

Sw 804 There are hereby authorized to be approprlated ruch mms an may be
necessary from time to time to carry out the provisiors of this title, whleh sums
are authorized tobe approprlated to remain available untll expended. N

TI‘I‘LE IV;—MODI!‘IOA'I‘IONS OF TARIFF SOHEDULES OF THE
UNITED S'I‘ATEB '

e, o TV I v:‘ s
b3

m«nr 'mro ronon Arm enm or uoomontons SRS

:. ko, 401.- (a)' The modlfications of the Tariff Schedules of the United. States
.provlded for In this title shali not enter -into force except a8, pnoclaimed by the
-Preeidsui pursuant to section 201 (). of this Act, . . -« o 1 o2 o o i
...(b; -The.rates of- duty in column numbered 1 of: the 'l‘arlﬂ Schednlea ot the
:Inlgeed&iktes whlch are modlded pnrenant w seouon 201(&) of this Act eball be
ref

(1) l?' not lmvlng the status of statueory provlslons enacted by the Oon-

A LA TERETIPL SN eIt L ST BN N

(2) as having been proclalmed.b the ident as bolng reqnlred to carry
ont a foreisn trade agreement to wl-'eh t Unlted Smtee fsaparty, . .iv;-

I IR Y A Y x iF R T LA T

oy P M iy N = e e ; I ,«.:; . Cay
EARE NS I B TR AP DI T '.?‘ R S R ] .’ cron R TITY iR S et R s
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o . REFERENCES TO -TARIFF §OHEDULES

8w 402 (a) Whenever Th'this’ uue a Juodincq tlop 18 expressed in terms of
a modification of an item or other ] provision, the' drehqe ghall be conslderdd
gmm dg td an ltem or other 'Fro slon of thé Tarlff Séliédules of the United
;epce D "1 th! titl refent‘g the po wbou? !0 'er%llxm%)me?e%h
' n this title refers n o
eral Regist ror Xm& 17,1668, and in Volume T7A" ox the Unlted Stdtes Statutes
at La on whlch the item or ;’)rovlnlon referred to Appedrs or I8 to appeat,
é'1 of the Tarlff Act 6f 1030, ris in effect oh or after Augmt 81,1063, may
be clted as the “Tariff Schedules of the United States™.

-»,; ! < 'nxmvmow or oxmumm Atrtcw soen
Swo 408. In xeneral headnotes (p. 11) redeslgnate ramphs (d), (e). and
(t) as paragraphs (e). (f), and (g) respectlvely. an lnsert A new paragraph
‘(d) dn followe: - :::
1 %(d)-- Products of Oanada. g feg e *
“{1) Products of Canada imported into the customs terrltory or the
~ ‘United States, whether imported directly: or indirectly, are subject to the
! rates of duty set forth in column numbered:1 of the achedules. The rates
+i5 7 of: duty. for & Canadlan article, as defined: in subdlvislon (d)(n) of this
 headnote, apply only as shown {n the said column numbered 1.
-%{i1) The term ‘Canadian article',:as used in the schedules, means an
- article which is the product -of Oanada. but-does not ‘include any article
:+ produced with the use of materials- imported into Canada which are prod-
ucts of any forelgn country (except materials produced within the customs
-territory of-the United States). if the aggregate.value of such !mported
materials when' landed:at the Canadlan port:-of entry.(that is, the actual
i-.-purchase ptice, or, if not purchased, the export value, of such inaterials, plus,
- fit not included therein, the cost of transporting such materials to Oanada
<" - but excluslve of any landing cost and Canadian duty) was— . -
=1 v 4'(A)s with regard to any moétor .vehlcle.or automobile tmck tmctor
entered on or before December 31, 19687, more than 60 pércent of the
 appraised valie of .the artlcle lmported tnto the’ customs terrltory of
- the United Btates; and.:: :... - T :

“(B) with regard to any other artlcle (lnclud!n: any motor vehlcle
or automoblle truck tractor entered after December 81, 1967), more than
.80 percent of .the:appraised value of the article lmported Into the cus-
toms territory of the United States.”, . oy -

’:‘-" ‘DII‘INI‘HON 0!* OI.IOINAL\ um&mzom DQUIPUIN‘I‘ b

Sm. . In the headnotes for,subpart B, par; 0, aehedulq 6 add after headnote
1 (. 825):the following new headnote: . ..

“2, Motor Vehicles and Original Equipment "herefor of Canadlan Or!gln—-
(a) The term ‘original motor-vehicle eqnipment’, as iised {n the schedules with
reference to & Canadian article (as defined by general headnote 3(d)), means
‘stich. & Canadian article. which -has :been:obtained: from a:supplier.ini-Canada
-under or:pursuant to a: written order; contraot; or lettér of Intent of'a bona fide
motor-vehicle manufacturer: in “the: Unitéd .Sthtes, and . which: 1& a' fabricated
component intended for use as origindl equipment in the manufacture in the
United States of a’niotor veb!cle.'bht thd' terni oea not lnclndé trallen or'articles
to be used in thelr manufacture; 1 .

“(b) The term ‘motor vehicle', as used ln th!s headnote. means 8 motor vehicle
of & kind described in item 692.05 or 692,10 of this subpart (excluding an electrie
trolley bus and a three-wheeled vehicle) or an automobile truck tractor.
-+.4(0)" The' term ‘bona:fide motor-véhicte' manufacturer’, as tised in:this head-
ndte, 'means: a‘person who, upon application:tod the: Secretary ' of Commerce, 8
deétermined by the Secretary to have produced no fewer than 15 complete motor
-vbhicles in'the United States during the previous 12 months; and to havé {hstalled
capacity in the United States -to produvet10 or more complete: motor ivehicles
per 40-hour week. The Secretary of Coinmerce shall maintain, and publisty from
-time to' tithé:in’ the Federal nesister‘ a llsl‘, ot! the names: and addreesea of bona
fide motor-vehlelé tianufacturers, '
2v#(Q) It any-Canadian_artidle !’ccdl‘deﬂ *the'status:of. ominn mot(n‘-vehlcle
equipment’ 18 not 86 tsed i the' mantfacture:in’the: United : States of.'motor
vehicles, such Canadian aftiele or its value (to be recovered from the importer
or other person who diverted the article from its intended use as original motor-

!
i
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vehicle equipment) shall be subject to forfeiture, unless at the time of the
diversion of the Canndlan article’theé United States Cuitoms Bervice ld notlﬂed
in writing, and, pursuant to arrangements made with the Service— « :
“(1) the Canadian article ls, under customs supervlslon. destro,yed or
exported, or
“(i1) duty Is pald to the Unlted Staieé GOvém}& ent In an’ aniount equal
to the duty which would have been' payable at the time of entry it the
Canadlnn article had not been entered us orlginal motor-vehlcle equlpment "

MRETOS M H

IDEN‘I‘!FIOATION OP AU'I'O)(O!‘IVE PBODUO’I‘B B "'- T e T

Sko. 405.(a) Redesignate item 692.25"(p: 328} as 692.27; In headrioté 1(b)’ bf
subpart B, part 6, achedule 8 (p. 325)° ‘dubstityte’ “item 69227" in’ leu of “{tem
6921‘ 2;’:"- and lnsért in proper numerlcal izetiuence (pp. 325 and 828 _new itetng
asoows°'~>' e

. . E.{Z t.} NI
‘] 692.06 : I( Cnmdlln amde. but not lnelndin . U A B
,(." : “cc:dc“g'r_o{ley bus, three-w, ﬁ:‘&. " R ,‘e A
' 'wckr‘ r(neogenenﬁ'm otol(d)) and ‘ |

| xg%ffma"m o N
“lomat| - Chas ltCamdunuuch. """" ‘ﬁm s N RS
. ;* ;‘h,w \ehlefe. bodlu 8::*&}‘»‘ 1

oAbs), i Canadian a

P motonvehicle n! ment Hx R

! e02.23 . nom? lhluu%q % . *:?e;: cmess .-l;‘ree I

" “d‘?o, o I Y L1/ -

.- LRV e N

13 ;'*3 Cundmu riie ‘?&"{‘ﬁ o A

n hlun .. n Hesederenss| MreS o) e P rogn

XY 8“ W) igtnel 1y A PN N
i u?m t (leo Qo' ‘ L

R ‘-thh ceseensessadiabiiaid clii] - Froe AL "

L ma Citp ot A w m& m.'f!' Clludim ' . B R N

' o -m i other - i .
' an orl nal ! or-vehl - ARSI

m " am? hudnou humb b A 1

ETE {.? ................ teregicqeens{ie.l Froe N

b) I {n propér nimerical 229, 207, 3213”
“é 3nd'§$“y§p%étffelfl new ltems:gg;gllo%g 150,' 306; 308 LT

"1 %L Anyml‘mmu wm ggw . h . ;4"_ . .‘.”‘.!
nudnn ”a ‘mo m, : I A IR

ment mM&dnouz. Free »
“] 81698 | An bod mmumuo DRI P NIRRT
[ | MR A e ™
N . omu; W‘g‘),nuﬂmﬂm, N i"i'*‘ R
. ERER N B M m 0w iee cinecnibonhibal wi. ionnate -]m' i - L . .
“[ 6079 | Any article described i the foregoing ftem 646,50 and PRV R SR, P

B4 AT I Caradion i ot Sroept 640,48 cTa- :

cle equipment (se6 headnoted, part t).o Fres T 1’ ‘ "
vl 652,99 Al;!’mlc described in the momzlienum.n

.38, inclusive, if Canadfan article and

moux-veh)lelo equipment (see headnote 2, 8B, o .

«| u3s 10 An ‘art deaa'lb' e‘.d'ﬁ‘fbo'm' ' ‘ ' ohe Tems 657,002 Free L N STRYR SN 5 B S €175 BN >
a GZ& 00, inclusive, §f Cansdian I cle and PR RSN LA

Al 1 Fquipment ( ﬂm’. X :B1 ETLERITLI BRI o7Y SRS 3

e %kg ........ e ST L
RS N TEITRIE § BT S
R RSN TN

............................

163263 An m!cleduaibodlnthelorecoln ilems 682.10 to
Spredrafe 00, inclustve (e ma‘?} &udr%
od%lnu motor-n ic&e pmont (vee headnote

AERS A1 ",

“| 085,88 Ariicle depaioad lmﬂo‘qaaaoto _
N T !‘4&w| lllclull"- it mewmzmn.} site b6 ‘g.“.‘:_‘s‘.‘ll ‘I‘ ln AT

bV ~3dyHdermdd. . Fae B ey Adeeghaf bl m ffﬂ' b l’ 5“ ‘” 'l‘“ l?
fhald *,w.E* ‘w w A e Y M N

: 07)1 mbu& lﬂl wm )uuu IR EUNY FRHITC “-'f’_'“";‘ "
: blluloteloe mo HAR TR0 A VIRTE (L RS P

movement ' o

oy i )’& &menl(uhudnoto!, S "
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i(c).Insert in. proper. pumerical aequence (pp. 145, 164, 865, 880, and 895, re-

ppectively) new items 855.27, 389.89, 728.80 745 80, and 714.70 each havlng an
article descriptlon and rate as follows' S

l l ﬁ duu-lboam the # md ?Mﬂl 'I.f’s; |
------------------ ‘.r-«i-.oh-.-J-‘&--aoo cowes m o o ] : an

. 't"‘d) aedesxgnm item e13.1e u 013 1s and umert m proper numerlcal sequence
new items as follows ;- o

2@7. (p- ) 88}51 (p-822) . -
857,01 Wy o gllni 684% o o S
5 | oA AP o
zp. 147 %ﬁ P. 8 685.71 gp. 828) .
ssau p. 141). 06051 (p 310) 685.81 (p. 828)
517.82 (p. 229)° 660.68 (p. 810) 68591 (p. 823)
535.15 (p. 242) . eoo.w p. 81 . ' 7 88811 (p. 828)
540.72 (p. 244) - p.sl - 686.21. (p, 828)
544.18 (p. 247) p.810) - 686,01 (p.'824)
544.82 (p. 247) , 1 (p 310) 686,81 (p. 824)
544.42 - (p: 247). .m( 810). - .. :687.51 (p. 824)
544.52 (p. 248) . " 66118 (p. sxo; -+ 68761 (p. 824)
544.55 (p. 248) 661.21 (p. 810 - . - 68816 (p. 824)
54562 (p. 249) 661.86°(p.811) - - - 68841 (p. 324)
545.64 (p. 249) - - 661.968; (p, s11) - o _s?,,;p. 846)
547.18 (p. 249) - 662.88..(p. 812) .« 71191 (p. 848)
610.81 ‘(p. 278)° . 662,61 (p. 812 71198 (p. 846)
613.18 (p. 278) 66411 (p. 812) . 71195 (p. 848)
61810 (p. 278) -~ - - - 67851.(p. 818) - 11197 (p. 846)
81&48»?).279 T = Sy 711,99 (p. 848)
62047 (p. 281 1 p. 846)
842.21 (p. 292) - 846)
642.86 (p. 294) : : 846) -
642.88 (p. 204) )
646.93 (p. ‘ '

“each such ftem ,havlm: the articis Qeecrmtlon' e Cay adian artlcle and ‘origingl
-motor-vehicle equllgment (see headnote 2, part 6B, schedule @), . .. . ." gubordinate

to the-immediate; precedlng artlcle deecrlptlon, hnd havlng " ln rate of
~duty column numbered ' RS Sy
’ 'm'rm v-,cnnnﬂt. pnovmons ‘.j .
!;,_ Am()m Y ‘“i' NI “, A

R SRR RN

fzo. 501 'rhe head ot a’ny ggency pertormlng tnnctlons huthbrizqd‘by tbls

Act may—: ]

“« i (1) authorize the lmulfdf any bthet- axeney to per(orm ‘any of such
7 functions; and L
T (2) preecribe such rulea and resulatlons as may be necessary to perform

such runcuons. S s e
Ammu. mon e

o ano. 502. J1l‘l:e Preaident shall submit to.the: Oongreas ‘a0 Annual report on the
almplementatlon of this Actf 8nch report slmu in h&f information regarding
new: negotiations, reductions of:.e m&g& aﬁ ,, reclp conceeslons
zfobtalned. and other informationiréla activitien- unden thls ActJ .
- Passed the Houae Of Repreoeumﬁw Aﬂxqbt ‘81,1968, .. ,
Att@t ~- % i - ;;w
A . 2 § R

R A
——
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14 U.S.-CANADIAN AUTOMOBILE AGREEMENT

trade in automotive products between our two North American
countries. This agreement resolves the serious difference which
existed between Canada and the United States over our automotive
trade. More significantly, it marks a long step forward in U.S.
coriniérgial “rela nsvntg het; greatest trading. partner.’ It testifies
to the good will and oonﬁdp;;_?e between us.

The automotive producers6f the United States and Canada make
up &' aitll:lgle great gth Amermmao‘j mdm.ntﬁ&h 'I:ge sax;lehldngl oé cars,
using the e_parts, are produced on both sides of the border, in
many case?ﬁfa’;vomi 0 ﬁfe‘xdimles aput.-‘-‘%#érigo percent of
the automobiles sold in Canada are assembled by firms owned in
part or in whole bgoU.S._ companies. ' Thé men and women who work
in, the planta on_both sides of the border:are members of the same

- Tariffs and . ather. restrictions. involving. Canadidn-United States
trade in automotive products have been the cause of significant in-
efficiency in this great industry. Canadian plants proclﬁxnce a great
variety of cars, essentially identical with those made in far larger -
numbers in the United States. Because the Canadian market is
rélativaly ‘sinall,” production ‘fins - have:beén.short, and' costs 'and
rices. havé: béen: high. * High ‘costs -and-prices,: in turn—supported
y the tariff and other restrictions—have contributed to Keeping the
market small. - o
Historically, Canada’s share in"North American automotive pro-
duction has lagged far behind her share in automotive purchases.
In 1963, in an attempt to increase its share of the North American
market, the Canadian Government put into effect a plan, involving
the remission of tariffs, which was.designed to stimulate automotive
9xporte.b A t,l:mmbex' :‘f;l IoldS. mamafiicgn:ers, beﬁetvitgg they would be
injured by the plan;: ‘upon overnment:to impose coun
vm.dgﬁéé. g?l? all probglgﬂlt%;. su¢h action would have inu‘t%
retaliation, We were faced by the prospect of a wasteful contest of
gt.roko am?l (lslo;lm&mtmke, lflartﬂfglurt% ' bo&h Cg:::ld:el and the ltllxlmited
teq, and helpful to peither, Our broader good relations with our
J’%?‘&h friends ;w,b'.uls iﬁ%ﬂ"ﬂMBM T
" T9” ayoid’ such’ a 'dismal * Gutoome, ‘oyr” two ’Governments. bént
every ‘qﬂorb'i%,ﬁ;id a rational sqlgtlgid’ to'thé problenis ‘of & divided
industry. “ The ‘Automotive ‘ Pioducts’ Agreement that the' Prime
Minister and I signed in Januarg is the result of olir joint labors.
The agreement will benefit both countries. We will have avoided
o serious’commercial conflict. Canada will have achieved her objec-
tive:of increasing her: automotive production. U.§. manufacturers
will be able to plan their producsion to make most eficient use of their
plants, whether in Canada or the United States. They will save the
rice of the tariff and, over the longer riun, we will benefit from the
aster growth in the a(’,‘mu\dmn market which lower prices will make

QQ' L5 r’; AR & 15, o PR PRE 8]
ﬁb’ ment has'alréddy brought . _The Canadign Govern-
agroe ¥ broug regg}&w. .3619!1&0“.

ment revoked its controversial plan and; 91’ January- 18, reduced all
relevant duties to zero. I an? ‘inforined  that t%?éa\'n&gml’sr-

liament wijl be asked to give its approval in the near future. '
oS Fotomiss. of o toat tufl ncagration of the oé?&mﬁ aribhn,
st3inobilé industry cannot b broughit ‘about all at’once. - To: Allow
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time for adjustment, the Canadian sector of the industry—less than
one-twentieth the size of ours—will morarabe initially under specia
arrangements. 'The agreement itself will be subject to comprehensiv
review no later than January 1,1968. We should then be in a position
O haning the egroemont, T pledged myself to ask the Congress
signing the ent, I pledged m : e Congress b
authorize tﬁe President to remove all U.S. duties on Canadian auto-
mobiles and parts for original ?;}uipment.. I am today sending to the
Congress draft -legislation - which would give the President that
authority. . The proposed legislation would also ‘authorize the
President to make similar automotive agreements with éther countries
and to make agreements leading to mutually beneficial reduction of
duties on replacement parts. S o

I repeat: In my judgment, the agreement will benefit both Canada
and the United States, and the automotive industry and aitomotive
workers in both countries. However, we recognize that adjustments
in an industry of such size could result in temporary dislocation for

rticular firms and their workers. To provide appropriate relief, the

ill I propose will make applicable the adjustment assistance of title
ITI of the Trade Expansion Act of 1962.

The tariff chagfe contemplated in the automotive az;fgreement" is,

however, a special case. Tariffs will be cut to zero, all at one time.

ermore, dislocation, if it should occur, may well be due as much
to the decrease in emrta'of certain pmciucts as to an increase in
imports. Therefore, this bill calls for special procedyres for obtaini
adjustment aseistance. These special p ures will be limited in
application to this agreement and to & transition period of 3 years.
If a similar agreement is made with another country, or if we should
make agreements affecting replacement , appropriate adjustment
assistance legislation will be recommended to the Congress.

Co s s @ :

The agreement and this bill are designed té lead to a more efficient
organization of the North American automotive industry. It is based
on mutual trust gnd will result in mutual benefit—benefit to producers,
. to labor, and to'consumers on both sides of the border. - v
Canada has acted. Itisourtum.. In order that we may aot, I'ask
the Congress to approve promptly this legislation. :

. Sincerely, . ' N _
L - LynooN B. JouNsoN,






TEXT OF UNITED STATES- CANADIAN AGREEMENT .

Aonsmmur Coxcsnumo AUTOMOTIVE Pnonuc'm Bm-wnx 'raz:
. Govsnuusm or.THE UNITED STATES or Aunch wn THE Gov-
. ERNMENT OF CANADA

The Government of the United States of Amerlca and t.he Govem-
ment of Canada, .

Determined to strengthen the economic relations between their
two countries;

Reoogmzmg that this can best be achieved through the stimulation
of economic growth and through the éxpansion of markets available

l¥.iu'odu<>el~o in both countries within the framework of the estabhshed

oy of both countries of promoting multnlateml trade;

._-Recognizing that an expausion of trade can best be a.c!neved thro
the reduction or elimination of tariff and all other barriers to
operating to impede or distort, the full and efficient development of
each country’s trade and industrial potential;

~Recognizing:.the . important” place that. .the . automotive industry
ozcupies in the industrial economy’ of t.ho two .¢countries  and - the
interests of industry, labor and consumers in sustaining high levels
of efficient . productnon ani oontmued gnowth m t.he automotxve
mdustrv, o _

Agree as follows : -
umcm X IR

Thb Govemments of the Umtod Ststes and Canada, ursumt to the
a‘l))joz:i pnnctples, shall seek the early achxevement of the followmg
) ves; - . i

'l () The cﬁbattob df 8 bnoa.der markot for automotive produotq
" within' which the full: benefits of specinhnuon ‘and large-scola
" production can be achieved;

‘(b) The’ hberahzhtlon of United ‘Statés and-Canadisn suts:
motive trade in respect of tariff barriers and other factors tendmtﬁ
to impede it, with a mw to’ ensb “the industries of bo
countries to- participa o& % eqmtable basis in the
) éll“l:g total mar o two

E o development of condnt.ions in wluch miarket forces mgz
opomto effectively to attain the most economic pattem of inves
ment, production and tudo.

‘It shall bé the po whb{eof ‘each Govehiment. to Cvoid oct«ons w!nch

?'5{“‘“ frustrato tho ?oment_,of theso ob;ocuyes et

Loe , Mm nnm ‘:.-.:,.s,i{ ;wi,fi.?:,;e et i

(u) Tho Govammont of Canado; not htor than the entry into force

of the legislation plated in % ) of. this’ Artxolo shall

aéeord' duty-fres: &md nt w imporu of tho roduots o tho ﬂ‘ fod
St‘kteédebcﬁbdd A OXA IR ;’i‘ ot

2%} :4;4\:.\,; « 1 LIS ‘.7:”5‘, " }l“ 3 Y 3300 {.‘ 5 IR TVA NI f‘ g

RELTH DS TN A Jx!t ISESE SN ,'i Ho i ing afl y,;;-,,,,-;',n;) ~';-;-_{t(.1,ri.;f} o



18 U.S.-CANADIAN AUTOMOBILE AGREEMENT

bThe Government of the United States, during the session of
States Congress commencing on January 4, 1965, shall
seek enaotinenb of legwlauon authonzgng«dutrfree treatment of
un orts of the products of Canada described in Annex B. In seekin
ation, the Govel‘nmeinf. of the Un§ted States shall also see

.authé garmxtﬁng e iriplementation of such duty-freé treatmenb

retroactively to the earhest date admmxst.ratﬁély‘possxble followiag
the date upon which the G,overnment of. Canada has accorded duty-
gee t.rt%at.ngﬁt Pront:b ty af teesnSta into' foiice ‘of s(zlié(lix’lt lfsrla-
on, the Government of the Uni accord duty-free
trea%men‘t to the prgduots of ‘Carada destiibed i m?lAhhex B v:
TSN o demgtem o T ) .
t The! éoinmlt?énts tﬁade‘by the tw‘b Goverumsﬁw in- thls Agree-
xpenu preclude” action’ by ‘either> Government cosistént
6 l.igatlons undei' Pa.rt of the Genei‘al Agreement, ‘on
Tanﬂ‘s d'l‘mde o e

» Aivbtcnn xv i RTINS
.:(ay' At any time, at- the* est‘ of mther Govemment the t.wo
Go\vemmenta shall consult respoot to any- matter relatmg to

eement. -

(&A%xthoub hmitmg the foregoing, t.he two: Govemments shall,
at. o request. of either Government, consult with respect.to any
roblems which may arise concerning automotive producers: in: the
nited States which do not at:present have facilities in Canada for
the manufacture of motor vehicles, and with respect to the implica-
tidns for the operation of this Agrodment of new‘ automot.nve pr ucers
becoming established,in Canada, . i = S v

(c) No later than| January 1, 1968, the two Governments: shall

jointly, undertake 8 com ive review of the mado
wal{ia ‘gchjeying igt omgé vg#s f_qr,tgh In Arﬁélé IB
review the Governm nts oonsx der su¢h ps, a.sj m
nwgry,,o;: .deqmble for t,be full achlevelﬁment of ; objectives.
o h M AdmioLn v

N ! .
"f‘ e I

"iAccess %' the 'U' %ed States and Cand.dian ma&ket‘s provided for
un%:i this Agxt:iemen may by agresment e wcorded on gimilar terms
e A

gl HE STV E

B it ORI
ent ghall entexr;into torce, pro i mally:on. the date of
ature an eﬁmtxvel .on,the date npon. vqs g L notes are. ex“éhgpged
between the two Governments giving not.xce thab appropriate action
in their respective legxslatureq has been: completod

YT I VIR AL T - ’ARTICLE vn PR A i o ,;“l £

oz hmu'iﬁ. £t b { ‘ :..‘a g e hada by J;.( a..'zé, N SN
£.This Agreement she ited. durpti on Each oyernment
ghall however have atethis éstoemnu twelye

months from the date on w. ch that. Government gives written notice
to the.other Government of its intention to terminate the Agreement.
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.tubes, whﬁ for use as original equipment in

'1tem 4§8& to be vag ed separatel
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In wiTNEss WHEREOF the ropresqntatlves of the two Governments

hsvo this Agreeme
Donr igd du lp,oate at J:gﬁson City, Texas, tl;aa 16th day of January
1065, in Englisk and the two texts being equally authentio.
For the vamment of tha United St.stes of Amenca -

(S) LYND&N B, JOHNBON 't -
(8) Dean Rusk, | e

For the Government of. Ca,nada.:ff A |
(S)LumB PeaRsoN . -
(S) PavuL MAB'I'IN ‘ e

' - , Ammx A o
l (1) Aubomoblles, whon 1mported by & manufacturer of automo-
(2) 'All parts, and accessones and ° a.rta f ‘except tires ‘And

, When mported Or. use as o
.to be produced in Canada damanm turer
§ uses, when imported by a manufact urer o
4 pa;'tS, md accessones and parta ereof ,,ax gt t.u'es and
uses to be

equif ment in automdbi!es
ol mob les. ..

. ufact fb ‘
(5) fpevﬁedméﬁmgma‘&: ehigl ac?a{su,r?fen uu;e;orted by, 6 atufac-

ified commaerci

(6 All arts, and accessori d parta thereof, ex tubes
g r other. gtﬁlles%e&mred .undel W
lar. the te egularly

un
8 cpble thereto, when .imported for yse as  origir ulprent in
fm:le ,comm. 12l vehicles to.} 213 luced it € made?% pf' xosfu-
a0 commerdial , b
“IT)' Q‘Automobxle" méans & four-::}:eeléd passengd i&zlioﬁgpi)ilb
ving & seating capacity for not more than ten persons;
(2 “Base year” means the period of twelve months commencing
l “ 10 lsb day of Augusb 1963 and §ending on.thé81st dt:y’ of July,
o e UG has 8650 0A pme iy ot b Shic o
(3): "Bus” mea.ns . «notoy vehicle thaving & seating
acity for more than: lmmgarpomons, .ona chassis. thetefor, but does not
ude any following vehicle or chassis ther&f:& namely.an electric

tro.ckle& trolley . bus,: amphibious : yehicle; od - or. half-tracked
‘véhiclezor motor velnole designed p y ‘for off-high ody use;
(4) “Canadian value ddded”xhy.szt o m

tions riade:under séation:273 of the Cankdiani( toma Aot.. N s,? ;»

~1:1(6) ““Manufacturer’ :.of - vehicles : of ; -follo .class; namely
.sutomobiles, buses or specified oommeromlgl vehiogflé;f meanB:

‘tion to any. importation of .goods i m respect of 'which the descuptwn
:s relevant a manufacturer that - ;o s
(i) produced -vehicled of that olass m Canada in. each Qf the
four consecutive thrée months’ periods.in:the base: year and m
vatesn(if) iprodtoed - vehicles: of that. class .in ‘Canada:in Wth
‘W, (.}

Ay of twelve months eﬁdmg on the 3lst duy of July in

BN mwmhon isimdo, s ‘T SATITE a,(!..} -t :) s .‘;i."'i
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(A) the ratio of the net sales value of which to the net

. -sales value of all vehicles of that class sold for consumption

_in Csuada by the manufacturer in that period is equal to or

" "hijher then theé ratio. of the net sales value of all vehicles

of that class produced in Canada by the manufacturer in

the base year to the net sales value of all vehicles of that

class sold for consumption in Canads by the manufacturer

in the bass year, and is not in any case lower than seventy-
five to one hundred; an ‘ C

*(B) the Canadian value added .of which is equal to or

" greater than the Caneadian value added of all vehicles of that

class produced in Canada by the manufacturer in the base

ear;
(6) "“N%t sales value” has the meaning assigned 'by regulations
mede under section 273 of the Cansdian Customs Act; and
‘(2‘ “Specified commercial vehicle” means a motor truck, motor
truck chassis, ambulance or chassis therefor, or hearse or chassis
- therefor, but does not include: -~ ‘

" {(a) any following vehicle or a chessis designed primarily
therefor, namely & bus, electric trackless t.rollﬁ' bus, amphibious
vehicle, tracked or half-tracked vehicle, golf or invalid cart,
straddle carrier, motor vehicle designed primarily for off-highway
use, or motor vehicle specially constructed and equipped to per-
form special services or functions, such as, but not meted 10, 8
fire engine, mobile crane, wrecker, concrete mixer or mobile clinic;

or
aél;}) agy machine or other article requirad under Canadian
t item 438a to be valued separately under the teriff item
rﬁﬂaﬂy applicable thereto.
3. The Government of Canada may designate a manufacturer not
hlli‘:g within the categories set out above as heing entitled to the
' m t of duty-frec treatment in respect of the goods described in this
ex. : '

‘ . Annex B

_{1) :Motor vehicles for the traunsport of %g.reona of articles as
Erovided,for in items 692.056 and 692,10 of the Tariff Schedules of the
United States and chassis therefor, but not including eleetric trolley

" buses, three-wheeled vehicles, or trailers acocompanying truck tractors,
or chassis therefor. . T :

(3) Fabricated componerits, not including trailers, tires, or tubes for
tires, for use as original equipwent in the manufacture of motor
vehicles of the kinds descxibed in parsgraph (1) above. :

‘53) Articles of the kincs desaribed in parageaphs (1) and (2) shove
include such articles whether finished or unfinished but do not include
any article produced with the use of materials imported into Caunada
which are products of any fo! couniry (except materials produced
within the customs territbry of the United States), if the aggregate
value of such imported materizls when lsaded at the Canadian port
of entry, exclusive of any lending cost and Cansdian duty, was—

(a) with vogard to sxticles of the hinds desoribed in paragraph
(1), not including chassis, naore than 80 percent until -ﬁmuary 1,
1968, aud thereafter more then §0 percent of the appruised cus-
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toms value of the uﬁglo imported into the customs territory of

the United States: an
(b) with re&:J to chassis of ths kinds described in pnngnph
.,(1),andaru fthekmdsdcw bed“f tho cloinf

A 80 percent of the a ed cnst.oms
ported into the cmtomlpmsy of the { niwd tates.






TEXT OF SUPPLEMENTARY EXCHANGE OF NOTES

UNITED STATES NOTE
‘ - Marcr 9, 1965.

His Excellency the Right Honorable CrarLEs S. A. RiTcHIE,
Ambassador o]YGanada. ~
ExcELLENCY: : , '

I have the honor to refer to the Agreemént concerning Automo-
tive Products between the Government of the United States of
America and the Government of Canada signed on January 18, 1965.

‘It is the understanding of my Government that automobile truck
tractors are included within the articles to be accorded duty-free
exfltixgr by our two Governments pursuant to Article IT and the Annexes
of the ment. : )

I have farther the honor to request you to confirm the foregoing
understanding on behalf of the Government of Canada.

" Accept, Excellency, the renewed assurance of my highest considera-
on.

For the Secretary of State:

(S) G. GRIPPITH JOHNSON

CANADIAN NOTE

No. 98 WasHINGTON, D.C., Mareh 9, 1065.
0. .
The Honorable DeaN Rusk,

The Seoretary of State,
Washington, D?fa. :

S1g, . : , 3

{ gxﬂaave ih;gh hr%x;%r to facl;mowledgo receipt of your Note of March
9, , whi 8 as follows:

“T have the honor to refer to the Agreement concerning Automotive
Products between the Government of the United States of America
and the Government of Canada signed on January 16, 1065. ’

“Jt is the understanding of my (Government that automobile truck
tractors are included within the articles to be accorded duty-free
entry by our two Governments pursuant to Article II and the Annexes
of the Zgreement :

“I have further the honor to request you to confirm the foregoing
undmtandinlgxon behalf of the Government of Canada.
.d"Aoqeptb cellency, the renewed assurance of my highest con-
sideration, : : ‘ '
I have further the honor to confirm the foregoing understanding on
behalf of the Guvernment of Canada. ‘ .
Please accept, Sir, the renewed assurances of my highest consdera-

tion.
(S) C.S. A, Rircmrs

28
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ARTICLE-BY-AR’HCLE ANALYS!S OF AGREEMEN’I‘

‘ ‘7 o _ *’ rnntm St
' The ”roam'l'):le' of the Agreement sets out the principles undorl
the . oTho Governments state their p dept:rminmon to
8 en t.ho ooonomio relations between the two countries. They
that this can best be achieved through the stimulation of

eoonomic th and' the expansjon of marketa available uoars
15 both, oountries within the fram lesmowork of hoir eat&bhshedmcy of

pmmonng mggﬂ ateral : that expa.naxon
of trade can best be. nchxeved thm the. Nducaon or elimination of
tariffs and other barriers to trade o ugh pede or. distort the
full and efficient development of.¢ country’s trade and industrial
potential. Finally, they rtant place of the auto-
Deeivo Lodustry 1 botty ooures ard the? te of induatry, labor

ient produotton and

and .consumers in sustaining ;levels o
oonﬁnued growth in bhis in us |

C BN Amcur,.v et

his article sets out the three objectives of Agreement, The
ﬁm objoctivo is the creation of & broad er msrkot r automqﬁvo
iu rmit e evement of the { o?
o produc on. The soeond jeotivb ia tho hbenhuuo
ol o o vy By A R e wit,h
actors . e e, vxew
to mbh‘:x% tﬁg industries of bo qoyntries to,parti &

2 t.dmuh of th esonsfuran
"'The.third objecti vouthecﬁwnpme{:totoondt nsinw
st vt produoss the ot °°°°°m’°

of inves uotion snd. R
RO This artile, the Cyermmen agrmomm.oaomwmohwo d
frustrato the acbevement of thze objeotives S nl .

l,_:;;:".:'.,’. " ,,

., . '} - i R4 -‘: 1:::
) e x e anmiowm VI i

R S :’;“" % it 24
e TR oo

Annex B. In fact, the Catiddian Govmmmht begm B\ity-freb
}rg%astment to imports of the United States produots on January 18,

q,rq&g uires the U.S. b
L “de t.to 'ph (b)’ :?w t Toflut Sﬁ"‘tgi’mw"““’fna'ﬁi%ﬁ’? g
rod pctz of CAn&d:lcrlnescrpbed“ el .iiﬁ? authonty soi?éh

. % AE E AN
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to include provisions xerm.i tmg the implementation of such duty-free

treatment retroactiv the earliest date administratively ﬁo.a:xble

follo $hs/date \ipon:which /the'. Cnadiani Govéinment

oorded uty-free treatment. As mentioned above, the Canadian
vernment accorded ‘duty-free: treatment on January 18, 1965.

vernm ob treatment
m(;gz; %9 eht)f;}‘ iﬂfbhgtoe bf B hlegialh,ﬁb if ,thg\“ .

e ;U)v't
mxi? SoPtigien ovid 8141 g s, ,nu. ») 1'3 ranaisagule
—* o usi: ;‘mmjs!- i dy uu;ﬁ: }}» ‘ﬁq“ 3 sy, ut Tt ooy
"atticle gehm o Govment sbftﬁka abtion: ool tent,
m&%?g' o wndle P T (yrid T ulough AT ol
¥ et on! eﬂ Sub ‘sdtions™ iniclude

Antidtimping"dities]’ esoape dlatise: meaaurea; phd national' seourity
— fdﬁ g ith o sbigad o1 }nnm«rm ahpd o ¢ m ad aaito bhas el
sride

uliad bea 9lm'=i o' mm\ w: e (zqc genh apmitta bas Hin
-OJuz mh Yo anid ‘I “}“x 10q m( et v mu KT \‘“‘m' et dacdy

ph(a) is’ & oonelﬂtanon'prov:sxon enabling* either

(}ovemmnc 246 requd ob t,auom; ‘o1 'any tatter relating: zojzhe
ent. A >t by ~=H\‘ 2l 3 B} venitan

aragraph without hmi aragraph (a), recognizes that
spooial conl;ultgbtzons may be feed »git.h resgoot(to'problems of U. S
o not af present ave facilities in

motive ucers . which d

ade/ P Eg of Anhex i_A” ‘that Chiada ‘nday di
té'dy 8’&&) ey 43'being’ le'for' thé b&heﬁtb of thé‘ 1

%49 x‘ég&rﬂ ,ut? "o nitqd St,u
1A 3§A‘ IRREHY 1RA Al uxl mkn SV IR RERR
mgg; ﬁmg ' ’c&nﬁu]tatidﬂs’ nisy-bd
_ atioi 6'3 Fer

l“of ?few Cana

éshthgl

StioH© O‘r{x " thiis
&ﬂ’fu %w %bo’\ﬁ‘d)}ih
uao l“éon

entry int.o the Unitod Stités’

also provides a ag this ocourrence,
7 Paragri\pix (o) providee or bbﬂip(iiéhenswo review no later than

W 189,04 H 8 s
éﬁﬂ u "n Yo atiemgen o3 Jeand s
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= % ‘B A
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ARTIOLE VI

This article lg rovides for the provisional entry into force of the

ent on the date of signature and its deﬁmtxve entry into force

when. notes are exchanged between the two Governments giving

. notice that the appropriate action in their msoohvo legislatures has

been oompletod Appmpriata sction by ‘the United States would be

. enactment of the proposed Automotive Products Trade Act of 1966.

Approfmte action for the Canadian Government would be consid era-
tion of the Agreement by the Canadian Parliament o

. ARTIOLE vVII

H'I‘hm "t::lo% establishes znisunhmlt&d g&u&n t::;m thewAgeemA;::
OWever, Governmen ven the ina 0

ment, eﬂ’ective after 12 mont,hgt;l written notice to the other Govern-
‘ment of an intention to terminate.

ANNEX A

% 1 describes the products to be aooorded du -froe
treatment y the Canadian Government. A su plamentar_‘
of notes dated March 9, 1965, confirmed at aut ile tru
tractors aré included among these produocts.

Paragraph 2 defines certain terms used in the description of the
produots to be accorded duty-free treatment and in other definitions.

Paragraph 3 relates to the 4 designation of manufacturers not coming

within the definition of “manufacturer’” (as that term is defined in
/par, 2) a8 being ehglble for the benefits of duty-free treatment.

ANN'IIB

8 (l&egescnbes the motor velncles and chassis to be
aocorded treatment by the Government.of the United
States.” A supplemen exchange of notes dated March 9, 19685,
co&firmt:d that automob e truck trdotors are included among these
ue
- Paragraph é ) 2) desaribes the othur artaoles to be aooorded duty-freo
treatment under the- Ag:ym
arngm ph (3) miakes cleat that the arhcles descnbed in pu:fmphs
_"(l) @), mclude atticles  whether unfinished or in' finished state
~but do not inélude articles which have less than 80 percent Canadian
value added (40 percont for vo}ncles and ohassis described in par. (l)
: untxl Junuary 1 1968) R
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TEXT, OP CANADIAN ORDERS IN COUNCIL CONOERNING
AUTOMOTIVE PRODUCTS

Orper iN CounciL EstasrismiNg ResaTe Pum P.C. 1963-—1/1544
At the Government House at Ottawa
"Tuesday, the 22nd day of October 1963

PRESENT: '.

His Excellency, the GoverNoR GENERAL IN CouNciL:

His Excellency the Governor General in Council, pumuent t
Section 23 of the Finencial Administration Adt, is pleeeed bereby to
order as follows, in eccord&noe vmh the followmg minute of the Treae-

ury Board:
. TB. 617086
S : Finance -
INDUSTRY
The Board recommends that Your Excellency in Council be pleased
to order as follows;

1, (l In this Order, : T
a) “ eaﬁn period”’ means an follo period, namely
ovember 1, 1983 to Octo (li) I\lovember
1964 to October 31, 1065, or (ui) Novemba 1, 1065 to
Oot.ober 31, 1066;
() “motor vehlcle” means vehicles that if im rted
Canada, would be classified under any of Tariff 1teme 410&(&1),
424 and 438s;
- (o) “motor vehicle perte” means parte thet, nf im rted into
Canada, would be classified under any of Teniff mms 410a(iii),
. 424 and 438a to 438u inclusive, and includes'the following motor
‘vehiole parts and ‘accessories nime‘lly ball and roller: bearings
 radios, heaters; die castings of amo, tno etorege batteries, and
‘parts of which the component material vnlue is wood or
rubber,.but does not include tires or tubee -
(2) A reference in this Order to the value for Cuetome duty urpoaee
of any goods ah be construed as a reference to the value for Customs
uty DUFPOSes O euoh of those es were subjeot to Customs duties
ed In Schedule A to the ms Tariff,
2 All Customs duties specified in Sohedule A to the Customs Toriff.
payeble in respect of the following , namely:
(a) motor vehicles impo or taken out of warehouss by a
mobg‘xi velﬁole ma.nulaoturer in Caneda during any designated
an
pel(.lb) motor vehicle parte Ior use as orginal equipment fof motor
. vehicles, mported taken out of warehouee by or oa behalf of
- such manufactarer d that designa iod,
are remitted to the extent of lﬁ:e dutlee 80 peyeb on such part of tha
value for Customs duty purposes of those goods as does not exceed the
amount (hereinafter referred to-as- the ‘‘excess value’’) by which .:

. ORDER

83-606 O -45-3 20
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(o) the Canadian content value, as established to the satisfac-
tion of the Minister of National Iievenue, of motor vehicles and
motor }rz‘lm (3 parts exportod by such manufacturer dunng that

.:,;'?v""_t_~_ LD o - Y )‘ N }',,";'xl"

(d) .the Cmadian content value, as estabhshed to the sausfac-

- tion-of the Minister of National Revenue, of motor yehicles and

. - 100tor .yehicle parts exported by such manufacturer during the
g fperlod November 1,:1961 to Ootober 31, 1062,

and where the excess value exceeds the value for Customs duty

purposes of the goods so imported or taken out of warehouse during

that designated period, the amount of such excess may be added to

the Can content value, as established to the 'satisfaction’of the

Mml.et.ar of Naﬂonal Révénue, of niotor vehiclés and motor vehicle

tz ‘sich mmufacturor during thé immediately pre-

oeding ponod elve months in détermining the amount of Customs

duties ified in Schedule A to the Custnms Tariff that may be

remitted under this Order or under Order in Council P.C. 1962-1/1536
in t of imported or taken out of warehouse dunng that
P

3. For apurposesofthisOrder,. : '

(8) & manufacturer is & motor vehicle manufacturer in Ca.nada.
during any relevant period only if such manufecturer produces
in Canada during that period motor vehicles the total number of
which so r roduced is not less than forty percent of the total
number o motor velnclee sold . by such mmufaoturer during

(b) motor velncle parts ‘that are Xroduced in' Canada b J .
- . parts manufacturer and exported and that can be identified, as
R gdng for use m the manufaoture, repair or maintenance of motor
vehi by en affiliate outside Canada.of a motor
oo vehiclp man acwrer in Canada may be considered to have been
REK by such motor vehicle manufacturer; and ... .
: 0) -motor .vehicle parts exported for inco tion into. motor
. ., vshicles: to be. shxp'ged.to Canada shall be deemed not.to have
2. been exportod vqlue -of such parts. may. be taken into
.. . sooount for Customs duty remission purposes under any. Order
32::5 than t.hxs Ordar upon the submuent. mportanon of such
“ A

Onnn N dommn. Anmsma Bm'n PLAN PC 1964—1506

" Atthe Govomment House at’ Ottawa
Thuradsy, the 24&11 day of September 1964

Yt L

Hu Excnm.mcr THE Govnm:on Gmmm IN Comwn.

His' Exoellen “the Govemor Gonenl in Counml, on the recom-
. md;ﬁon of tho Ministor of Industry, is pleased hereby to’ order 83

2% Seouona of Orderm Coungil P.C. 1963-1,1544 of 22d Ootober
1963, is amended by deleting the word ‘‘and” after paragraph (b)



'U.8,-CANADIAN' AUTOMOBILE AGREEMENT 31

thereof, by adding the word ‘‘and” after peragraph (o) thereof and by
: dmg thereto the following paragraph:
“(d -motor vehicles and motor vehicle parts exported under
nited States Mili ‘prime or subcontracts entered into
a.fterAuguet 31, 1964 shall deemed not to have been exported "

Ommn IN Cormcn. Rnpmnma Rneun PLAN PC 1965—1/98

At the Government Houee at Ott,ewa.
Saturday, the lﬁth day of January 1586

PRESENT: = ° N
His Excellenoy the GovErNOR GENERAL 1N CoUNOIL: -

His Excellency the Qovernor (eneral iri Council, pursuant to
Sectioh 22 of’ the Financial Administration Act, is' pleaeed hereby to
order as folla%m, in accordance with the followxng ‘minute’ of " the

'I‘rees
ury T.B. 635460
FiNANOE
The Treasury Board recommends that your Excellency in Coun
pursuan'l;r::QSectmn 22 of the Financial Adfmnmtrahon Act, be pleased
to amend Order in Council P.C. 1963-1/1544, as amended in ac-
cordance with the Schedule hereto.

BOHEDULE '

. Paragraph (a) of subsection (1) of section 1 of Order in Council
PO 19‘%3;1 g:i;n is terg\rokec(l)dand the follo ﬁubsututgda t.herefor*
SRR € ated period’ means any' peri ,nemy.

i) November 1, 1963 to Octo “gz e
) November l ‘1964 to January. l’l, 1965"'
.2, (1) Paragra&h (a) of seotion’2 of the eaxd Onder is revoked and
the: following substituted ‘therefor::::
1.0 *Y(a) motor vehicles imported or t.a.ken out of warehouse by Y
motor vehicle manufacturer in:Canada ‘during- the designated
od November 1,7 1963 :to October 31, 1964, and’" i -

Seohon 2'of the gaid Order is furt.her emended by addmg thereto
the ollowing subsection: -

(2): All Cuistoms duuee epeclﬁed m Schedule A to the Ouctomc

Y { ayable in respect of the following. &ods, namely:

‘(a) motor vehicles imported or taken out of warehouse
- by a:motor vehicle manufacturer' in Canada during -the
: deelgnd ated period November l, 1964 to Januu'y 17, ’1965

‘“(b) motor vehicle parts for use as ongmal eqmpment. for
motor vehicles, imported or taken out of warehouse by or on

- 'behalf of:such: menufecturer during that designeted xn
are remitted to the extent of t.he duties 80 payable on su pert.
of the value for Customs dut ‘of those gvoode as does not
Ie)::eeel(lil the amount (henem ter erred toas the ‘excess value')
y W c be L '

L
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‘“(¢) the Canadian content value, as established to the
satisfaction of the Minister of National Reveaue, of motor
vehicles and motor vehicle parts exported by such manu-
facturer during that designated period,

“(d) 78/365 of the Canadian content value, as established to
the satisfaction of the Minister of National ﬁevenue, of motor
vehicles and motor vehicle parts exported by such manufacturer

.+ quring the period November 1, 1961 to October 31, 1962,

.and where the excess value exceeds the value for Customs duty
purposes of the goods so imported or taken out of warehouse during
that designated period, the amount of such excess may be added to
the Canadian content value, as established to the satisfaction of the
Minister of National Revenue, of motor vehicles and moto: vehicle
parts exported by such manufacturer during the immediately pre-
ceding period of twelve months in determining the amount of Customs
duties specified in Schedule A to the Oustoms Tariff that may be
remitted under this Order or under Order in Council P.C. 1962-1/1536
in respect of goods imported or taken out of warehouse during that
preceding period.”

X

‘OrRDER IN CouNcit EsraBrLisEiING Dury-FrRee TreEaTMENT P.C.
1965-99 :

At the Government House at Ottawa
Saturday, the 16th day of January 1965

PRESENT:

His Excellency the GoverNOR GENERAL IN CouUNCIL: A
WaEeREAS the Acting Minister of Finance and the Minister of
.Industry, have reported as follows: :
1. That an agreement has been entered into with the United
States with respect to thé reduction of duties by Canada and
the United States on importations of certain automobiles and
other vehicles and ﬁarts for use as original equipment in certain
automobiles and other vehicles; and o
2. That it is deemed reasonable by way of compeénsation
.-for concessions granted by the United States and in order to
ive effect to the agreement in Canada, to reduce the Customs
uties on certain automobiles and other vehicles and parts for
uselmzis original equipment in certain automobiles and other
vehicles, -
Treryrors, His Excellency the Governor General in Council, on
the recommendation of the Acting Minister of Finance and the
'lf‘i;l:in&wr of Industry, is pleased hereby, pursuant to the Customs

’ (s) to deem reasonable by way of compensation for concessions
_granted l:iy the United States the reduction of duties provided
or in, an S ‘
(b)' to make, effective the 18th day of January 1965,
the annexed Motor Vehicles Tariff er, 1965, the provisions of
‘which may be cited as ‘“Tariff Item 950",
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MOTOR VEHICLES TARIFF ORDER 1965

L The rates of Customs duties on the following goods imported
into Canada on or after January 18, 1965, from any country entitled
to the benefit fo the British Preferential Tariff or Most-Favoured-
Nation Tariff, for which a special entry in such form and manner as
is prescribed ﬁy the Minister has been made, are reduced to the rate
set out as follows opposite the description of those goods:
. ’ Degcription of goods . Rels
il} Automobiles, when imported by.a manufacturer of automobiles.. Free.
2 Allglarts, and accessories and parts thereof, except tires and tubes, Free,
when imported for use as original equipment in automobiles to .
be produced in'Candda by a manufacturer of automobiles.
13; Buses, when imported by a mantfacturer of buses_........ wee-- Free,
(4) All parts, and accessories and parts thereof, except tires and tubes, Free.
when im‘Forted for use as original equipment in buses to be
produced in Canada by a manufacturer of buses. -
(5) Specified commercial vehicles, when imported by a manufacturer Free
of specified commercial vehicles, .
46) All parts, and accessories and parts thereof, exoept tires, tubes
. .and machines or other articles required under Tariff Item 438a
to be valued separately under the tariff items regularly appli-
cable thereto, when imported for use as original equipment
" in specified commercial vehicles to be produced in Canada by a
manu!actprer of specified commgrcial vehicles. o 2
:2.(1) In this Order, - . . : ' _
- (a) “sutomobile” means a four-wheeled passenger automobile
having a seating capacity for not more than ten persons;
. "(b) “base year’’ means the period of twelve months commenc-
t1111“5 ongthe 18t day of August 1963 and ending on the 31st'day of
July 1964; © 7 T T
(0) j‘bu’s” means & ‘passenger motor vehicle having a.seating
' capacity for more than 10 persons or ‘a’chassis therefor, but
does not include any following vehicle or chassis therefor, namely
an_electric trackless trolley bus, amphibious vehicle, tracked or
half-tracked vehicle or motor vehicle designed primarily for
off-highway use; R o )
- (d) “Canadian value added” has the- meaning assigned by
regulations made under section 273 of the Customs Act;

(e) “manufacturer” of vehitles of any following class, namely
-automobiles, buses or specified commercial vehicles, means, in
relation to any importation of goods in respeot of which the de-
:seription”is relevant, a' manufacturer that -

(i) produced vehicles of that class in Canada in each of the

four consecutive three months’ periods in the base year, and
- (ii) produced vehicles- of that ‘class in Canada in the
period of twelve months ending on the 31st day of July in
‘which the importation is made, ‘ o
A) ‘the'ratio- of the net sales value of which to the
net sales value of all vehicles of that class sold for con-
-sumption in Canada by the manufacturer in that period
is equal to or higher than the ratio of the net sales value
-of all vehicles of that class produced in Canada by the
manufacturer in the base Fea’r to the net sales value of
all vehicles of that class sold for consumption in Canada
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by the manufacturer in the base year, and is not in any
case lower than seventy-five to one hundred, and
"~ " (B) the Canadian value added of which is equal to or
: gea.t.er than the Canadian value added of all vehicles of
- that class' produced in Canada by the manufacturer in
() “nob ales vulug'! hes th ed by regul
““net sales value’’ has the meaning assigned by regulations
mede under section 273 of the Customs-Act; and - :
(g) “gpecified commercial vehicle” means a motor truck,
ambulance or hearse, or a chassis therefor, but does not include
any following vehicle or chassis therefor, namely a bus, electric
trackless trolley bus, fire truck, amphibious vehicle, tracked or
half-tracked vehicle, golf or jnvalid cart, straddle carrier or motor
vehicle designed primarily for off-highway use, or any machine
or other article required under Tariff Item 438a to be valued
separately under the tariff item regularly applicable thereto.

(2) For the purposes of paragraph (e) of subsection ;l) of this
section, in computing the net sales value of all vehicles of any class
described in that subsection that were sold for consumption in Canada
by a manufacturer . L _

(a) in the period of twelve months ending on the 31st day of
July, 1965, there shall be deducted an amount equal to one and
one-half times the net sales value of all vehicles of that class so

: ~sold$lﬁy the manufacturer in that period that were imported into

Canada or taken out of warehouse for consumption on or after
January 18, 1965, and for which.no special entry as described in
gection 1 of this Order was made; an . y
(b) in any subsequent period of twelve months ending on the
31st day of July, there shall be deducted an amount equal to the
net sales value of all vehicles of that class so sold by the manu-
_factures in that subsequent period that were imported into
Canada, or taken out:of warehouse for consumption on or after
January 18, 1965, and for which no special entry as described in
gection 1 of this Order was made. o

(3) Where a_manufacturer of vehicles of any following class,
namely automobiles,: buses or specified commercial vehicles has, by
notice to the Minister in writing accompanied by the consent in writing
of any other person, designated such other person as a person asso-
ciated with the manufacturer in the J:roduction of vehicles of that
class in Canada in the base year and in_any subsequent period of
twelve months ending on the 31st g:f of July specified in the notice,
which notice has been communicated to the Minister on or *efore a
day not later than the:thirtieth day after the commencement of the
period so specified or, in the case of the period ending on the 31st d:lf
of July, 1965, after January 18, 1965, the person so designated sh
with respect to vehicles of that class, be deemed for all purposes of
this Order in the base gvoear and in the period so specified, not to be a
separate person but to be one and the same person as the manufacturer.
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OrbpER IN CounciL ProvipiNg ReauraTions ConceErNING Dury-
Free Trearment P.C. 1965-100

At the Government House at Ottawa
Saturday, the 16th day of January 1965

= PRESENT:

His ExceLLeEncY THE GOVERNOR GENERAL IN CouUNcIL:

His Excellency the Governor General in Council, on the recom-
mendation of the Minister of National Revenue, pursuant to para-
graph (t) of section 273 of the Customs Act, is pleased hereby to make
the annexed Regulations Respecting the Entry of Motor Vehicles
tllgggr the Motor Vehicles Tariff Order, 1965, effective 18th January,

REGULATIONS RESPECTING THE ENTRY OF MOTOR VEHICLES UNDER THE
. MOTOR VEHICLES TARIFF ORDER, 1965
Short title

1. These Regulations may be cited as the Tariff Item 9560
Interpretation
2. In these Regulations all words and expressions have the meani
assigned to them K the Motor Vehicles Tariff Order, 1965, and for the
purposes of these Regulations, ' A
(a) “Canadian value added’” means, in respect of vehicles of

any following class, namely. aufomobiles, buses or specified com-
mercial vehicles, that are produced in Canada in any -twelve
month period ending the 31st day of July, the uggregate of the
following costs to the manufacturer of producing all vehicles of
that class that are produced in Canada by the manufacturer in
that period and the following depreciation and capital allowances
for that period: ‘ :

(i) the cost of parts produced in Canada, and the cost of
materials to the extent that they are of Canadian origin, that
are incorporated in the vehicles in the factory of the manufac-
turer in Canada, but not including parts produced in Canada,
or materials to the extent that they are of Canadian origin,
that have been exported from Canada and subsequently
imported into Canada as parts or materials,

if) transportation costs, including insurance charges, in-
curred in transporting parts and materials from a Canadian
supplier or frontier port of entry to the factory of the manu-
facturer in Canada for incorporation in the vehicles, to the
extent that such costs are not included under subparagraph (i),

(iii) notwithstanding subparagra})h (i), the cost of the
iron, steel and aluminum content of parts produced outside
Canada for incorporation into the vehicles, if the iron, steel or
aluminum wg:dpoured in Canada, to the extent that such cost
does not e~2sed the amount the manufacturer was allowed in
respect of such materials for vehicles of that class for the basn
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year under the Tariff Item 438C Regulations or Tariff Item.
488(d) and 438(c) Regulations, :
(iv) such part of the following costs as are reasonably
attributable to the production of the vehicles:
(A) wages paid for direct production labour in.

Ca(liaada' d for ind d d
wages paid for indirect production and nonpro-
ducti)on l‘;iour in Canada P P

»

(C) materials used in the production operation but.
not incorporated in the final product,

(D) light, heat, power and water,

(E) workmen’s compensation, unemployment insur-
ance and group insurance premiume, pension contribu-
tions and similar expenses incurred in respect of labour
referred to in clauses (A) and (B),

(F) taxes on land and buildings in Canada,

(G) fire and other insurance premiums relative to
production inventories and the production plant and its

uipment, paid to a company authorized by the laws
of Canada or any province to carry on business in Canada
or such province, -

(H) rent for factory premises paid to a beneficial
owner in Canada,

(I) maintenance and repairs to buildings, machinery
and equipment used for production purposes that is
executed in Canada, '

(J) tools, dies, jigs, fixtures and other similar plant
equipment items of a nonpermanent character that have.
been manufactured in Canada,

. (K) engineering services, experimental work and prod-
uct development work executed in Canada, and
. aneous factory expenses,

(v) administrative and general expenses incurred in Can-
adegi glhat. are reasonably attributable to the production of the.
vehicles

(vi) (iepreciation in respect of production machinery and
permanent plant equipment and the installation costs of such
machinery and equipment as authorized by section 4, to the
extent that such depreciation is reasonably attributable to
the production of the vehicles, and

(vii) a capital allowance not exceeding 5 percent of the
total cualri outlay incurred by the manufacturer for land
and buildings in Canada owned by the manufacturer and
used by the manufacturer in the production of vehicles or
garta (not including any capital outlay incurred by a person

eemed by subsection (3) of section 2 of the Order in the
period not to be a separate person but to be one and the
same person as the manufacturer) to the extent that such
allowance is reasonably attributable to the production of
the vehicles; ~
(b) “Canadian value added’” means, in respect of parts, the
aggregate of those costs of producing the parts and those de-
preciation and capital allowances that would be included in the.
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calculation of Canadian value added if the parts were vehicles;
(c) “net sales value” means, in respect of any vehicle, the
selling price received by the manufacturer for the vehicle, includ-
ing costs of transForting the vehicle in Canada but not including
any other costs of transportation or delivery charges, minus
(i) federal sales and excise taxes paid in respect of the
vehicle and any parts thereof, and V
(ii) rebates, commissions, discounts and other allowances
granted by the manufacturer subsequent to the sale in
respect of the vehicle;
gd) “Order” means the Motor Vehicles Tariff Order, 1965; and
e) “parts’ includes accessories for vehicles and parts of such
accessories, but does not include parts or accessories or parts
thereof for repair or replacement purposes.

3. (1) For the purposes of subparagraph (i) of paragraph (a) of
section 2, ‘

(a) the cost of parts and materials acquired by a manufacturer:
from its parent corporation, or from any subsidiary wholly-
owned corporation or subsidiary .conwrolled corporation of the
manufacturer or of its parent corporation shall be deemed ‘to
be the Canadian value added of the parts and the cost to such
corporation of the materials to the extent that they are of
Canadian origin; ‘

(b) the cost of parts and materials acquired by a manufacturer
from a supplier other than a corporation described in paragraph
(a) shall be deamed to be the g price of the parts and mate-
rials to the manufacturer less the duty paid value of imported

i)o%ﬁ uso£ in the production thereof and foreign charges applica--

e thereto;

(o) subject to p aph (d), iron, steel and aluminum that.
has been poured in' Canada shall be desmed to be wholly of
Canadian origin; and } :

(d) parts acquired by a manufacturer shall be deemed to be.
roduced outside Canada and materials acquired by a manu-
acturer shall be deemed to be of non-Canadian origin, except

any such parts and materials aﬁ?mred from & supplier in Canada
h in respect of which the manufacturer has obtained from the
supplier a certificate in form prescribed by the Minister stating
(i) in the case of parts and materials acquired by the
manufacturer from a corporation described in paragraph (a),
the Canadian value added of the parts and the cost to that
corporation of the materials to the extent that they are of
Canadian origin, and
: (ii) in the case of parts and materials acquired by the
- manufacturer from a supplier other than a corporation
described in paragraph (a{ the cost thereof as calculated in
accordance with paragraph (b). ‘
(2) In subsection (1),
(a) “manuacturer” does not include a n deemed [by
subsection (3) of section 2 of the Order not to be a separate person
but to be one and the same person as the manufacturer; and




38 U.S.-CANADIAN AUTOMOBILE AGREEMENT

(b) “subsidiary wholly-owned corporation’” and ‘‘subsidiary
controlled corporation” have the nrxl:agnmgs assigned to those
expressions by the Income Tax Act.

4, For the purpose of subparagraph (vi) of paragraph (a) of section
2, the amount of depreciation in respect of production machinery and
permanent plant equipment for any twelve month period ending on
the 31st day of July is, . - L |

- (a).1n the case of machinery and equipment acquired before
- .August 1, 1864 and within the one hundred and twenty months
ending on the last day of the period, ten per cent of either

(i) the &gfegate of o o
. (A) the capital cost to the manufacturer of any such
machinery and equipment that was manufactured in

Canada, an | o

(B) the part of the capital cost to the manufacturer
of any such machinery and equipment that was manu-
factured outside Canada that is reasonably attributable
. to the cost of iustallirg that machinery and equipment,

- -.{0O) the part of the cost referred to in clauses (A) and
- (B), that was incurred in respect of machinery and
R e?uipment‘that has been disposed of before the beginning
- of the period, or -
(ii) one-half of ' o
: (A) the capital cost to the manufacturer of all such
machinery and equipment whether manufactured in
.Canada or elsewhere,

minue ... . 1
.~ (B) the part of the cost referred to in clause (A) that
was Inourred in respect of machinery and equipment
. that o(lims l:leen disposed of before the beginning of the

bl ; an .
(b) in t,phf:l case of machinery and equipment acquired after July
81, 1064 and within the one hundred and twenty months ending

. on the last day of the period, ten gercent of . o

(i) the oapital cost to the manufacturer of any such
' ma:hinery and equipment that was manufactured in Canada.

. (ii) the part of the capital cost to the manufacturer of any
such machinery and equipment that was manufactured
outeide Canada that is attributable to the cost of installing
. that machinery and equipment, .
minus 3
iii) the part of the costs referred to in subparagraphs (i)
an& (%i) tha% was incurred in resPeot of machingxy and%?uti%-
mex}:d that has been disposed of before the beginning of the
period. :

Declaration

6. Every manufacturer that intends to enter vehicles under Tariff
Item 950 during any twelve month period ending on the 31st day of
July shall, before making its first entry during the period, send to the
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Minister a declaration in the form set out in the Schedule in respect
of each class of vehicle it intends so to enter.

Reports

6. Every manufacturer that imports vehicles pursuant to the Order
shall submit to the Minister and the Minister of Industry every three-
months commencing April 1, 1965, such reports as may be required by
those Ministers respecting the pro«iuction and sale by the manufacturer
of vehicles and parts thereof.

SOHEDULE—DECLARATION OF MANUFACTURER UNDER TARIFF ITEM 950

Declaration
) U Of e ececicccccaacan
place provines
Canada, do hereby declare that Iam the ... oL
Pres. Gen. Mgr. Controlier
(1) Of e eceeecrcceccecace———.
name of company place provinoe

Canada, a manufacturer of vehicles of the class refeired to in paragraph
———- ug{lf’ga?ff Itefg' 95f0 allla('i lthat ift is e:i'ht?o ix.xt.extx!t;i%n of our ogmpsany
to q or entry of vehicles referr in that paragraph under
that Tanff Item.

I further declare that

(a) our company })roduced vehicles of that class in Canada
during each of the four consecutive periods in the base year;
* (b) our company intends to producs in Canada in the perio«i
A t 1, 196—, to July 31, 196-, vehicles of that class;

Ec) the ratio of the net sales value of the vehicles of that
class that are to be produced in Canada by our company to the
total net sales value of all vehicles of that class to be sold for
consumption in Canada by our company in the period August
1, 196-, to July 31, 196-, will be equal to or higher than the ratio
achieved by our company in the base year; and
. (d) the vehicles of that class that are to be produced in Canada
in the period August 1, 196~ to July 31, 196—, will have a Caua-
dian value added that is equal to or greater than the Canadian
value added of all vehicles of that class that were produced by
our company in Canada during the base year.

Dated at ... ..._.. this .... day of - _..._...... 19—
Witness: (signed) -cocccmcccecena.a






BACKGROUND INFORMATION ON AGREEMENT -

The United States and Canada have arrived at an agreement which
provides for the elimination of customs duties by both countries on
motor vehicles (passenger cars, trucks and buses) and original parts
for production of new vehicles. This paper presents background on
the structure of the ‘automotive industry in the two countries, and a
description of the benefits to the two countries which are foreseen
from the agreement. I | , ,

-'The Canadian market for automobiles is a natural extension of the
U.S. market, the two parts forming what is in most respects a single
North American market. Canadian consumers overwhelmi a.ﬂ
choose automobiles of American design and make (91 percent of
cars purchased in Canada in 1963 were American models.) They
prefer and they get a range of body types and models almost as wide
.88 is available to American consumers. SRR

Production in Canada is almost wholly in the hands of subsidiaries
of the United States motor vehicle manufacturers: General Motors,
Ford, Chrysler, American Motors, Studebaker, International Har-
vester, Kaiser, Jeep, and others. The value 'of (’)anadianvautomotivo
out&ut in 1963 was $1.4 billion, the bulk of which was accounted for
by United States subsidiaries. _ L
Canada is now the world’s sixth largest consumer of automobiles
.and other motor vehicles. - Sales in 1963 amounted to about 600,000
units. In 1964, total sales probably exceeded 700,000 units, ':I‘he
Canadian market is growing rapidly, more rapidly than in the United
:States, and is likely to continue to do’so since’thé number of auto-
mobiles in Canada per capita is relatively smaller than ist the United
‘States, and since Canadian incomes are growing at a faster rate'than
American incomes, ' L o .

Canada is our major éxport market for automotive products.  In
1963 the United States sold to Canada cars, trucks, and, most im-
portant, automobile parts valued at $560 million, In the first eight
‘months ‘of 1964 our exports were about $4565 million, an'increase of
.almost $90 million over the same period of 1963. _ ‘

We are importing from Canads_a smallér but growing volume of
:automotive equipment, Imports in 1963 were $33 million. In the
first eight months of 1964, imports were $46 million, as compared
with $16 million in 1963. i o S

Although Canada produces and comsumes the same automobiles
under much the same conditions as does the United States, costs and
prices are siFniﬁcantly hiéher than in the United Stgtes. This is so
even in the face of lower Canadian wages and certain other Canadian
<cost advantages. , , ) R

A principal reason is the lower volume of Canadian output. In an
industry in which economies of scale are very i_m%ortantﬁthat is, high
costs 0 ca}‘»ital plant and ‘:%ﬁpment need to be spread over large
numbers of units of output—Canadian manufacturers typically oper-
ate at levels too low tu perniit them to get the full advantage of such

41



42 U.S.-CANADIAN AUTOMOBILE AGREEMENT

economies. For examgle, the Ford Motor Co now makes some 60
different models of five distinct passenger car lines at its assembly plant
in Canada.’ Just-across'the rivef on-thé U.8. side, Férd’s great River
Rou e assembl > plant produces only three models of the Mustang line.
ar’ disparities exist for the ‘other producens; in only a few auta
arts and in none of thé vehicles is the Volume of Canedian output
8 éno eF to brm costs down to American levels,
ativel é(fh éost, mdus -—-&nd “the word "relat.nvel 7
should bé eij has;; because Cangdian plgnts are for the mos ert,
modern’ and w ell-equipped—is’ protiected by customs m?
the so-called Commonwealth content requirement. - s “on
finished vehicles are 17% percent and range from duty-free up to 25
ggxcent, on component parts. -The content requirement ¢alls-for u
percent of Canadian parts and labor and:ot er costd in ‘the finis ed
automobile. . These . restrictive . devicés havg :helped to-screen .pro-
ducers: located in: Canada from-U.S. competition. They have served
to maintain a. Canadian- automotive industry in being but they also
hiave worked .to perpetuate uneconomic’ production runs,’ 1§her costs
in Canada, higher priced cars for Canadian consumers, and a smaller
total Nortf\ Amemcan market m SRS vt
b ?o long 8s there are tanﬁ and g"g‘agxm& to tlxl: automougre tra.de
weoen » there. i8 no’ possi
aghiew?lg fuil potenual (l){‘m orthi American, automoltl;ve mlﬁu{try
d automouve raarket, Qur tariff duties are oons;demply lower than
anadian duties, at'6 t ‘on Vehicles and 8% percent on most
parts ut they, of course a]so ave heen a burden on the flow. of trade
the aptomot.we .sector. _Together' with, the er Canadian
tariﬁ ped to shape 8 pattérn of trade and {:roduchon
that falls far short. of the eflicient, pattern. that could ot

dev 0
tg tarifls’ und ‘othar restrictive devmes ehmmgwd

motor company Chavmg & Canadnm sybsidi q,ry ie gra.dually to
concentrate in oy, limited number of e els——and on those
componont 1part.s whiec Oouldbemost. efficiently produced in Canada—
while supp the Canadian. customer with & full range, of. othar
models American lants; . adian. maﬁafemenb nat
work toward getting hngh volume roduction ecific . componants
and models'in ,Canada. The result, overstime, will be to create a
rahonahzed ‘and m@zgrated North. {mencq,n mdustry‘ With lower
costs and pricés, the Canadian market for automobil eswxll%rqw faster
than beforo. The total of North :American production and the total
of Umted States-Canada trade sxmnlarly can be expecbed to expand

k, Poge ‘ ;‘:l;"' ! 151‘5,}Iv

Canadw.n apd Ameridan officials have worked toget.her over several
monlhs to see whether the abatract concept of & North American
market and industry, umm de by tariffs and other barriers, co

iven substance and heir talks took place against the

und of sérious dlﬂ'erenees between the two_ colintried over a
Canadi&m rograf, initiated in' November 1962 and extended a.year
later, \mder wh:ch the automobile companies dperating in “Canada
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were allowed to have the benefit-of tariff-free treatment on:certain
automobile gart,s, through the, technique of tariff rebates, in-return
for increased exports of automobiles or parts. This Canadian’ pro-
E:am was challenged by interested parties in the United States as

ing contrary to a section of our basic Tariff Act concerned -with
foreign “‘bounties or grants” on exports to the United States.. Tf the
Canadian plan were judged tb fit the statutory definition-of & bounty
or grant, then the Secretary of the Treasury would "be ‘required to
assess countervailing'impor} duties on Caradian automotive equip-
merit entering the ‘United Statesiso as to compensate’ for the export
incentive being offered by Canada, . e

The applicability of countervailing duties was, of course, a legal
queation, “Nevertheless, 'this issue.and the Canadian: program . from
which:it derived has overhung, the future of United States-Canadian
automobile trade....If the differences between the United Sta es. and
"Canada were'to haye ended in trade retaliation and counter-retaliation,
the consequences for North erican commerce ;and commercia
relations could have been harmful for both countries and, in particular,
for the;North'Amencgn automobile industry. . .. - e ettt

.This situation gave urgency, therefore, to the exploration of possi-
bilities for the constructive alternative of & mutual attack on Canadian
and.United States barriers to trade in the automotive sector. -The
tethnical and economic problems involved were %‘\(en ‘extensive and
searching examination lt)g thie two Goyernments. Various alternatives
were considered and thesp:were discussed: with representatives of
industry and labor.-«, ..~ - s g, T G _

: V'

i '

both coutities lay in takihg & Tong step'toward fresing United. States-
€ apdian trads in bitoy vehicles and original parts fo¥ the prodiction
of tiow vehicles. Terms for acliidving this ond were agréd on and the
ovgh s 1 ot v om0
e (W0 Governments agree to seek the' early achieveriant, of a
Soadof Tt fon glariolfv brodols within whic the ul beigi
of spaciali ’

ATy vt St 12 B SAS TR [ 2 R A TS t JR
et f:;:f.‘i"‘\“’-;of“-]‘ ] ":'.-":3- SRty figl HEE I R TP R
.Thé negotiatdrs o\ both §1dr_f und that the imutiial advintage of

()
ecialization, and large-scalé production can be achiévad. The
"31e6 to tho early Hbaralization of sutomotyh frads 14 Fedbas
F tariff barriers and obher fagtors teriding, th itipede it, so'that: the
industries of both otinitries may participate oh & fair ahd bdﬁ@ibasis‘
in the expanding total market in' North America. And they agree to
develop conditions in which market forces may operate effectively
to attain the most economic volume of: investment; production; snd -
trade. - Each-government . will -avoid actions’ which. would frustrate
the achievement of these objectives.: - /.. i « - St T
 Canada, on its part agrees to'award duty-free treatrnent to automo-
biles' and : parts:for: ’orignal “construction’ imported by Canadian
vehicle manufacturers. -Canada is‘ bringing its measures into effect
immediately by an order-in couneil, . - v oo
~The ‘U.S: Government: will ask- the  Cotigress duting its- current
session- to- enact_legislation authorising duty-free :import-into the
Unitéd States of Canadian automobiles and parts for original construc-
tion—to be retroactive to the earliest date administratively possible
following the date when Canada removes its duties.
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At the request of either Government, the parties will consult con-
cerning the application of the agreement to new automotive producers
in Canada and for other purposes. A comprehensive review will be
made of progress toward the objectives of the agreement no later than
January 1, 1968.

The parties may agree to give other countries similar access to
their markets. The agreement will continue indefinitely but may be
ended by either party on 12 months written notice. The agresment
will come into provisional effect on the date of signature and into
definitive effect after action is completed in the legislatures of both
countries, VI .

The new agreement not only provides a solution for a difficult exist-
ing problem, . It is also a positive development for the North Ameri-
can automdbile industry and for United States-Canadian automobile
trade. - It has been warmly welcomed by the automobile companies
on both sides of the border. . ‘

- Under the agreement, -tariffs will be removed. The effects of the
old Canadian content requirement will disappear as the industry
grows. As a result, North American production will become sub-
stantially more efficient. Both the United States and Canada will
benefit from increased consumption of automobiles und froin expanded
trade, as efficiency increases. Employment in both countries can be
expected to increase and the earnings of the Canadian and American
automobile companies can be expected to grow. :

The Canadian sector of the industry at present is relatively much
weaker than the American and special arrangements have been made to
cover the transitional period of interindustry rationslization. - Under
Canadian tariff procedures duty-free treatment will be accorded to
manufacturers maintaining their assembly opérations at existing rates,
subject to market developments. Customs duties on replacement, or
services, parts will not be reduced under the agreement.

It is anticipated that the removal of duties and other barriers will
reeult in a substantially increased market above the increase which
would otherwise have developed. In the h%h_t of "tlis widening
Ofp(@rtunity"(}madiah companies have made plans for an expansion
of their production and have assured the Canadian Government that
Canadian production will fill a substantial part of the increased
demand. S VII ‘ '

: ' _

Apart from the specific benefits expected to accrue to automobile
}) uction and trade, the U.S. Government considers this step toward
reer trade to be in a highly desirable direction so far as the broad
United States-Canadian commercial relationship is concerned. .The
United States and Canada are one another’s largest markets, by a
wide margin over all others. The economic ties between the two
countries are very close. Both countries have an interest in practical
measures to make these ties as mutually beneficial as possible. The
present agreement will contribute to this end and to the good relations
that have historically marked theé association between two great and
friendly nations.

.



LETTERS OF UNDERTAKING

GENERAL MoToRrs oF Canapa, L.,
| Oshawa, Ontario, January 18, 1966,

Hon. C. M, DRury,
Minister of Industry,
Parliament Buildings,
Ottawa, Ontario.

Dear MR. MinisTER: This létter is in response to your request for
a statement with respect to the proposed agreement between the
Governments of Canada and the United States concerning trade and
production in automotive products, as you have described it to us.

he following comments assume that the proposed agreement for
duty-free treatment has the full support of the respective Govern-
ments, and that the program may be expected to continue for a
considerable period of time. , o ‘ P

It is our understanding that the important objectives of the inter-
governmental agreement are as follows: (a) the creation of a broader
market for automotive products within which the full benefits of
s%ecialization and large-sscale production can be achieved; (b) the
liberalization of United States and Canadian automotive trade in
respect of tariff barriers and other factors tending to impede it, with
8 view to enabling the industries of both countries to participate on a
fair and equitable basis in the expanding total market of the two
countries; (¢) the development of conditions in which market forces
may operate effectively to attain the most economic pattern of in-
vestment, production, and trade. - We subscribe to these objectives
and agree with the suggested approach of remc)vinﬁ , barriers and
moving in the direction of free trade eyen in this limited area. Such
an approach is fully compatible with General Motors’ expressed
position with respect to the desirability of free trads in automotive
vehicles and components, not only in Canada, but in all other countries
in. the free world. _ ) S
- It is'noted that under the proposed agreement the right to import
vehicles and certain automotive farts, free of duty, into Canada will
be available to Canadian_ vehicle manufacturers.who :(1) maintain
Canadian value added in the production of motor vehicles in ensuing
model years at not less than the Canadian value added in- motor
vehicle production in the 1984 model year; (2) producs motor vehicles
in Canada having a net factor{ sales value in a ratio to total net factor
sales value of their motor vehicle sales in Canada and those of their
affiliated companies in Canada:of.not less than the ratio prevailing
durm%the 1964 model year; (3) increese in each ensuing model year
over the base model year, Canadian value added in the production of
vehicles and original equipment parts by an arount egual to 60 per-
.cent of the growth in their market for automobiles sold for consump-
tion in Canada and by an amount equal to 50 percent of the growth
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in their market for commercial vehicles sold for consumption in' Can-
ada (for this purpose, growth in their market means the difference
between the cost of vehicles sold in Canada during the ensuing model
year and the cost-of vehicles sold in Canada during the base model
year net of Federa }]pglpg W‘lﬁr bath:cases); and; (4) undertake, in addi-
tion to meeting t ove three conditions,:to achieve a stipulated
increase in. the aﬁhual Canadiiiii valie ‘added by:the end of the model
year.- 1868

gnt!j rgspeq tp Genqra,l Motors in connectxon with the conditions

od inthe 8 ous paragy aph, it is' our understanding, in the
case of (1) that Canadian value added would be deéreased in circum-
stances where the value of General Motors sales’ declgned be ow that
aclneved in §h base year, and in-the case of (3) that in the eveit of a
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United States and:its oveérsea subsldlanes the proﬁt in’ such dales
would be considered as Canadian value added.
(¢) :On the matter of exclusion of deprecjation:‘on’ non-Canadmn
mac ingry . and uipment used in .the: production .of "sutornotive
uets m, Can 8,.it seems that this;only hinders the attainment
ot e.objectives of the, plan. - In.order. to'incrédse ‘production in
Canada, ddditionial capacity is'a necessity either in oif.plants orithose
of . our: %pphers ..As much of this required equipment:iia -either
un;wanla le. of, mo e, nosgly in"Cunads, it appesrs that not allowing
depretiation on’such equipment as Canadian value added discotirages
rother than_gncourages: the enthusiagm required to. effect: the- désifed
inerease in Canudian value pdded. ' It should be noted, howeyer, that
it is: ou;-‘mt‘ent, op. to: majntain:. ‘our- present blioy.: of dbtaining . any
% n;t}qna «mac mery and; equlpmenb m a‘nada whenever eco-
p icallx O&SI lo. . o 1y f;o R NTRY ok
You haye r reaes ested: that:wh should morease Ganadian: vilue added
in our produgts by $121 million between 1964 and the end of the model
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of yourA uggest{ed' Sjectivelof $121 milligy increase in Cqnadian value
added by 1968. '( Thig is ppssible\because. :General Motoxs bf Caiiada
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tional facili tles can be determmed only in the light of the plan as
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finally published. You can appreciate, I am sure, that all of this takes
time.

‘Subject to the imponderables mentioned abhove, it is our iritention
and that of our affiliates to make every feasible effort to meet the
objectives of the agreement to be made between the Governments of
Canada and the United States, and to achieve the indicated goal as
ra;l)%dly as possible. ‘

" Referring again to the items which appear to impede the program,
we hope you will review your position further in the light of the infor-
mation inéluded earlier in this letter. '

- In conclusion, therefors, I am prepared to say at this time that,
first, General Motors of Canada has plans underway to increase
Canadian value added by about $30 million in each of the first 2
years of the plan; and, second, we are continuing our studies of ways
to accomplish the remainder of the program and will undertake to
né%e;;t the full objective of $121 million by the end of the model year
1 . T :

" It is anticipated that these studies will take betwe¢n 3 and 4 ronths
to finish, and I will be l.prepare(’l_to discuss the results with you when
they are completed. Xrom time to time, as requested, wé will be
glad to discuss our current operations and our plans for future develop-
ment with the Minister of Industry, and to receive and consider his
suggestions. : ' . :

Sincerely, .
E. H. WALKER.

Forp MoTor Co. oF CaNaDpa, Ltp,,
‘ _ . QOakville, Ontario, January 14, 1965.

DEear Mr. MinisTER: Enclosed are executed copies of our two
letters to you of this date relative.to the proposed agreement between
the Governments of Canada and the United Stutes concerning trade
and production in automotive products under which it is proposed
that the customs duty in each country on the importation from the
other of automotive vehicles and original equipment parts therefor
be eliminated. . : ‘ o »

We consider it essential that any substantial administrative inter-

pretation or treatment that may be extended by you to any other
motor vehicle manufactuver, the lack of which would place Ford
Motor Co. in a noncompetitive gogieiqn, also be extended to Ford.
" You have %l;o'vided?us' with a draft of the proposed order in council
expected to be adopted in order to implement that agreement and
with g draft of the regulations proposed to be adopted under that
order in council. S o ,

Our undertakings are, of course, conditional upon the execution of
that agreement, upon the adoption of an order in council, and regula-
tions substantially in the form of the drafts that you have already
delivered to us, and upon an acceptable response in respect of the
exclosed supplementary letter, - P

- Yours sincerely . -

{
1

‘Forp Motor Co. oF CANADA, Lto.,
By KaRrL E. Scorr, President. '
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Forp Moror Co. oF CANADA, L.,
Oakville, Ontario, January 14, 1965.

DEear MR. MinisTeER: We are writing with respect to the agreement
between the Governments of Canada and the United States concerning
production and trade in automotive products. '

Ford Motor Co. of Canada, Ltd., welcomes the agreement and
supports its objectives. In this reﬁard,' our oomﬁany notes that the
Governments of Canada and the United States have agreed “* * *
that any expansion of trade can best be achieved through the reduction
or elimination of tariff and all other barriers to trade operating to
impede or distort the full and efficient development of each country’s
trade and industrial potential * * *.” In addition, we note that the
Governments of Canada and the United States shall seek the early
achievement of the following objectives: :

(a) The creation of a broader market for automotive products
within which the full benefits of specialization and large-scale produc-
tion can be achieved; : .

() The liberalization of United States and Canadian automotive
trade in respect of tariff barriers and other factors tending to impede it,
with a view to enabling the industries of both countries to participate
on a fair and equitable basis in the expanding total market of the
two countries; and : ~ . o

(c) The development of conditions in which market forces may
operate effectively to attain the most economic pattern of investment,
production, and trade. - ' -

Our company also notes that the right to import motor vehicles
and origin e(ﬂxlill)ment parts into Canada under the agreement is
available to vehicle manufacturers in Canada who meet the condi-
tions stipulated in the Motor Vehicles Tariff Order 1965. These con-
ditions are, in brief, that vehicle manufacturers shall maintain in each
model year their production of motor vehicles in Canada in the same
ratio to sales of motor vehicles for consumption in Canada and the
same dollar value of Canadian value added in the production of motor
vehicles in Canada, as in the period August 1, 1963, to July 31, 1964.

We understand that— S

(i) in ascertaining whether Ford qualifies as a motor vehicle
manufacturer and whether the requirements of p phs 1 and
2, below, are satisfied, production of automotive vehicles in Canada
by Ford:Motor Co. of Canada, Litd., and by any person designated
as associated with Ford Motor Co. of Canada, Ltd. (“‘an associated
~person”): will be taken into account, whether sold in Canade or
+ exported; Y S : .
Sn) ‘in determining whether the requirements of paragraphs 1
and 2, below, are satisfled, export sales of original equipment
parts f)y‘Ford Motor Co. of Canada, Ltd., and by any associated
erson in Canada (as well as Cproduct.ion of automotive vehicles
i Canada by Ford Motor Co. of Canada, Ltd., and by any
associated person, whather sold in Canada or exported), and
purchases of original equipment parts by any affiliated Ford com-
pany outside of Canada from Canadian vendors, will be taken into
account. An “affiliated Ford company” is one that controls,
or is controlled by, or is under common control with, Ford Motor
Co. of Canada, Ltd. L ,
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(iii) for the purpose of computing the ratios referred to in

- paragraph 2(1)&) (ii)(A) of the order in council of the-definition

. of manufacturer, the numerators of the fractions will consist of

the net sales value of all passenger automobiles (or specified

commercial vehicles or buses) produced by the motor vehicle

- manufacturer in. Canada, inclugin.g those sold in Canada and

those sold in export, and the denominators of the fractions will

- consist of the net sales value of all passenger automobiles (or of

~.specified commercial vehicles or buses) sold by the motor vehicle

- manufacturer for consumption in Canada, Includi imported

- passenger cars (or specified commercial  vehicles or:buses) but

: excludmﬁ passenger cars (or specified commercial vehicles or

‘buses) that are produced by the motor vehicle manufacturer in
Canada and sold in export. ... . oo

_ The- undertakings in this letter are based on the definition of

‘#Canadian value added” in your present regulations. -

We understand that in the computation of Canadian value added
for vehicle assembly in Canada, section 2(a)(i) of the regulations
would prevent us from including the cost of parts produced in Canada
that i are exported -from -Canada and subsequently imported into
Canad