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Report Highlights:

On March 1, 2004, the European Union's sanctions against certain U.S. exports to the EU
enter into force. This is part of the long running dispute between the EU and U.S. over the
American Foreign Sales Corporations rules (FSC). The EU measures take the form of an
additional 5% tariff rising by 1% per month through to March 2005 should no resolution to
the dispute be found.

The move by the EU is designed to create pressure to encourage U.S. Congress to repeal the
current FSC legislation.
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Sanctions, in the form of progressively increasing tariffs, against certain U.S. exports to the
European Union enter into force on March 1, 2004, the latest move in the long standing
EU/U.S. WTO dispute over the American Foreign Sales Corporations (FSC).

While the Commission has the right under WTO rules to impose up to $4 billion worth of
trade sanctions in the form of higher tariffs, the Commission have adopted the approach of
setting a deadline of 1 March 2004 from which date the sanctions will be progressively
imposed, starting at 5% in March 2004 and rising by 1% per month to a ceiling of 17% in
March 2005. U.S. exports with an annual value around USD 666 million will be affected by
this measure.

The move is designed to put pressure on, notably, U.S. Congress, to try to encourage them
to repeal the current FSC legislation. This legislation is the subject of a WTO panel against
the U.S., which authorizes EU sanctions until U.S. legislation is brought into line with WTO
rules. The European Commissioner for Trade, Pascal Lamy is reported to have briefed
journalists in Washington D.C. that “The day the necessary legislation is there, | will remove
the sanctions.”

The schedule of tariff increases for 2004 is presented in the table below:

Monthly Impact During 2004

Additional in 000 US
2004 duty $
March 5% 16,575
April 6% 19,890
May 7% 23,206
June 8% 26,521
July 9% 29,836
August 10% 33,151
September 11% 36,466
October 12% 39,781
November 13% 43,096
December 14% 46,411

Source DG Trade, European Commission.
http://europa.eu.int/comm/trade/issues/respectrules/dispute/pr270204_en.htm

The full text of the European Regulation setting out the sanctions can be found at:
http://trade-info.cec.eu.int/doclib/html/115373.htm

The list of agricultural products affected can be found at the end of this report.

Visit our website: our website www.useu.be/aqgriZusda.html provides a broad range of
useful information on EU import rules and agricultural policy and allows easy access to USEU
reports, trade and other practical information. From FAS/USEU’s website, links to find

further tariff and product codes can be found at http://www.useu.be/AGRI/import.html
E-mail: AQUSEUBrussels@usda.gov

Related reports from USEU Brussels:

Report No. Title Date Released
E23209 EU warns US over FSC case, threatens 11/06/2003
sanctions in March 2004
E24016 EU-Israel Association Agreement 1/29/04

Agricultural Products Affected
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CN Description
Chapters

1 Live animals
01019019 01061200 01062000 | 01063200 | 01069000
01061100 01061990 01063100 | 01063990

2 Meat and edible meat offal
02032211 02032990 02050019 | 02085000 | 02101981
02032955 02044310 02083000 | 02089040
02032959 02050011 02084090 | 02089095

4 Dairy produce; birds' eggs; natural honey; edible products of animal

origin, not elsewhere specified or included

04021019 04041002 04069069 | 04081180
04022119 04061020 04069081 | 04089180
04031091 04062090 04069086 | 04090000
04039091 04069021 04069087 | 04100000

5 Products of animal origin not elsewhere specified or included
05010000 05040000 05059000 | 05090010
05021000 05051010 05079000 | 05119110
05029000 05051090 05080000 | 05119910

7 Products of animal origin not elsewhere specified or included
07020000 07094000 07102100 | 07109000 | 07123900
07031019 07095910 07102200 | 07114000 | 07129030
07061000 07095990 07102900 | 07115900 | 07131090
07069090 07096010 07108051 | 07119080 | 07132000
07081000 07096099 07108059 | 07123100 | 07133100
07082000 07099060 07108085 | 07123200 | 07139090
07092000 07099090 07108095 | 07123300 | 07141099

8 Edible fruit and nuts; peel of citrus fruits or melons
08011100 08043000 08071900 | 08104030 | 08121000
08011900 08044000 08072000 | 08111011 | 08131000
08012100 08051030 08091000 | 08111090 | 08134095
08013200 08052090 08092005 | 08112031 | 08135099
08030019 08055010 08093010 | 08119050
08030090 08055090 08093090 | 08119070
08042090 08059000 08094005 | 08119080

10 Cereals
10081000 | 10082000 | 10083000 | |

11 Products of the milling industry; malt; starches; inulin; wheat gluten
11023000 11062090 11071099
11032040 11063010 11081990
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12 Oil seeds and oleaginous fruits; miscellaneous grains; seeds and
fruit; industrial or medical plants; straw and fodder
12040090 12076090 12092600 | 12114000 | 12149091
12051090 12079920 12099910 | 12119075 | 12149099
12059000 12079998 12101000 | 12122000
12071090 12091000 12111000 | 12129980
12072090 12092280 12112000 | 12130000
12074090 12092311 12113000 | 12141000
15 Animal or vegetable fats and oils and their cleavage products;
prepared edible fats; animal or vegetable waxes
15010011 15071090 15121991 | 15153010 | 15159091
15020090 15079090 15131930 | 15153090 | 15200000
15041010 15081090 15131999 | 15154000 | 15211000
15041099 15111010 15132991 | 15155019 | 15219091
15050010 15119099 15141990 | 15155099 | 15219099
15050090 15121191 15149990 | 15159040 | 15220099
16 Preparations of meat, of fish or of crustaceans, molluscs or other
aquatic invertebrates
16023119 16041411 16052010 | 16054000
16024110 16041416 16052091 | 16059030
16030010 16043010 16052099
17 Sugars and sugar confectionery
17011190 17024010 17049065 | 17049081
17019910 17029099 17049071 | 17049099
17022090 17041019 17049075
19 Preparations of cereals, flour, starch or milk; pastrycooks' products
19011000 19022099 19043000 | 19053191 | 19059020
19012000 19023010 19049080 | 19053199 | 19059030
19019091 19023090 19051000 | 19053211 | 19059045
19021910 19041010 19053111 | 19053219
19021990 19041090 19053119 | 19053299
19022091 19042099 19053130 | 19059010
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20 Preparations of vegetables, fruit, nuts or other parts of plants
20011000 20055900 20060038 | 20093931 | 20097919
20019070 20056000 20079939 | 20093939 | 20097999
20019096 20057010 20079958 | 20094110 | 20098038
20021010 20057090 20079993 | 20094199 | 20098071
20021090 20059050 20093111 | 20094930 | 20098097
20031030 20059070 20093119 | 20094999
20041099 20059080 20093199 [ 20097199
21 Miscellaneous edible preparations
21011111 21022011 21042000 | 21069020
21011119 21023000 21050010 | 21069059
21021090 21039010 21050091
23 Residues and waste from the food industries; prepared animal
fodder
23011000 23040000 23063000 | 23065000 | 23099041
23012000 23050000 23064100 | 23066000
23031090 23061000 23064900 | 23070090
33 Essential oils and resinoids; perfumery, cosmetic or toilet
preparations
33012310 | 33012931 | 33074100 | |
34 Soap, organic surface-active agents, washing preparations,
lubricating preparations, artificial waxes, prepared waxes, polishing
or scouring preparations, candles and similar articles, modelling
pastes, dental waxes and dental preparations with a basis of plaster
34012010 | 34060011 | 34060019 | 34060090 |
35 Albuminoidal substances; modified starches; glues; enzymes
35011050 | 35011090 | 35019090 | 35030080 | 35071000
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41 Raw hides and skins (other than furskins) and leather
41044119 41063210 41071910 | 41079990 | 41141090
41044919 41063290 41071990 | 41120000 | 41142000
41051090 41071119 41079110 | 41131000 | 41151000
41053099 41071190 41079190 | 41132000 | 41152000
41063110 41071219 41079210 | 41139000
41063190 41071291 41079910 | 41141010
42 Articles of leather; saddlery and harness; travel goods, handbags
and similar containers; articles of animal gut (other than silk-worm
gut)
42010000 42022210 42029180 | 42032100 | 42040010
42021110 42022900 42029211 | 42032910 | 42050000
42021190 42023100 42029215 | 42032991 | 42061000
42021291 42023210 42029291 | 42032999 | 42069000
42021990 42023290 42029298 | 42033000
42022100 42029110 42031000 | 42034000
43 Furskins and artificial fur; manufactures thereof
43039000 |
44 Wood and articles of wood; wood
charcoal
44011000 44071038 44083921 | 44112110 | 44181050
44012100 44071091 44083931 | 44112990 | 44181090
44012200 44072490 44083935 | 44122210 | 44182010
44013010 44072560 44083955 | 44122291 | 44182050
44013090 44072690 44083985 | 44122299 | 44182080
44020000 44072905 44083995 | 44122300 | 44183010
44031000 44072969 44091011 | 44122920 | 44183091
44032031 44072983 44091018 | 44122980 | 44183099
44032039 44072985 44092011 | 44129210 | 44185000
44032099 44072995 44092091 | 44129291 | 44189010
44034100 44079131 44092098 | 44129299 | 44189090
44034910 44079200 44102100 | 44129920 | 44190090
44034995 44079930 44102900 | 44129980 | 44201011
44039210 44079950 44103100 | 44140010 | 44209091
44039951 44079996 44103200 | 44140090 | 44209099
44042000 44081015 44103300 | 44151090 | 44211000
44071015 44083121 44103900 | 44152020 | 44219091
44071031 44083125 44111110 | 44152090
44071033 44083130 44111910 | 44170000
52 Cotton
52079000

From the European Commission Regulation:

“The products on which additional duties are to apply are identified by their eight-digit CN
codes. The description of these codes can be found in Annex | to Council Regulation (EEC)
No. 2658/87 on the tariff and statistical nomenclature and on the Common Customs Tariff
(as last amended by Commission Regulation (EC) No. 1832/2002, OJ L 290, 28.10.2002, p.
1). The description of the two-digit CN Chapters is given for information purposes only.”
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