GENERAL "AGREEMENT ON JESTRICTED
LTATED 5

TARIFFS AND TRADE - Emm3
' ZRsegor .,

IEPORT CF

JORKING PARTY "E" "N PRAZILIAN INUERNAL TAXES

1. The Working Party was asked *o e¢xamine a draft law (No. 483~50) riodi-~
fying the present legislaticn on consumption taxes which has teen prepared Ty
the Government of Brazil and submittcd to its legislature, and to adviss on
the conformity of the draft with rclevant provisiocns of the General Sigree-
ment and the Protocol cf Provisional .:pplication.,

2, In commencing its deliterations the Working Farty ncted thot during
discussicns of this questicn by the Contricting Parties the Brazilian Govern-—
ment had indicated (paragraph 17 cof GATT/CP.3/42) thot it vias prepared to sk
Congress to precceed as soon as pessible with the amendment of 21l existing
lave providing for different lsvels cof taxation with respect to domesiic and
imported products, and in porticular Iew No, 494 of 1948, in order #c bring
them intc conformity with Article III of the Gensral Agresment. In a communi-
cation t> the Executive Sseretary (GATT/CE/72), folluwing 2 further examin-
ation of the question at the Fourth Session, the Government of Brazil advised
that = message had been sent to ths Congress rcguesting action towards amond-
ing 211 existing laws which provid: for Jdifferent levsls cf taxation for
domestic and imported products in order to bring them intc conformisy with
Article III, The Working Party vroceeded to sxanine the draft law, No. 483-50,
in thz 1li;ht of the conclusions reached in provicus discussicns bty the Cen-
tracting Parties, n:tably in GATT/CP. 3/42. :

3 The Brazilian Delegation infeormed the Working Party that the draft law
vas a I{irst step in what would be a graduali precess of removing all the dis-
criminatory taxes. The draft law was intcended to romo>ve ths nsw or incrcascd
discriminaticn betwsen domestic and foreign preducts which nad been introeduccd
sinec: October 30, 1947, and, in addition, althougn this was not required so
long 25 the Agreement was being applicd only on 2 provisional basis, it nro-
vided, on some comnodities, for the removal of scomc of the discriminnticn '
which had existed prior to that date,

ks  With reference to the removal of the margins of discriminaticn which
existed prior to October 3C, 1947, the Brazilian Delegation stated in
GATT/CP.5/E/2 that its Government rescrved *he right to incerporae such
rargins ¢f discrimination into the cusioms Autiss. The Delegation of Brazil
advance® economic and legal arguments to suppor®t this view. The represzntotive
of Chile sugzested that there might bo justification in this case on various
and particularly econcmic grounds for the conversicn cf the interna2l toax dis-
crimination intc customs duties. The repressntatives of Franece, Grocee, the
United Kingdom and ths United States, on the other hand, poinited cut thot
while a gevernment would have the legal right to convert internal tax margins'
int2> customs duties in rospect of toriff itens not inciudsd in its schslule to
the Gencral Agreement, it would not have that right in rospset of scheduled
itens except through the vreccedur.s of the Jgreiment for the medifieation of
concessions. The Chaimman expresszd th. view that the Working Poarty's terms
of rcfirence did not permit it 42 reach n comeclusion on this matter. The
najority of the Working Party agrocd viath his view, and felt that it would not
®e neccessary %o decide this issue in present circunistances. The represcntative
cf Brazil stated that in that event his Govermment would rsserve the right

¢ nodify the draft law %o retain only those provisions which ar: strictly
necessary to eliminate the new or inercased discrimin~tion introduced since
October 30, 1947.
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