FREE TRADE AGREEMENT BETWEEN THE REPUBLIC OF TURKEY
AND THE REPUBLIC OF MACEDONIA

PREAMBLE

Desirous to develop and strengthen friendly relations, ey in the fields of economic co-
operation and trade, with an aim to contributeht® progress of economic co-operation between the
two countries and to increase the scope of mutadétexchange,

The Republic of Turkey (hereinafter referred to as "Turkey") atié Republic of Macedonia
(hereinafter referred to as "Macedonia®);

Confirming their intention to participate actively in the pess of economic integration in
Europe and in the Mediterranean Basin expressieiy fiteparedness to co-operate in seeking ways
and means to strengthen this process;

Taking into consideration the Agreement Establishing an Association betwaekey and the
European Economic Community and the Co-operationredgent between the European
Communities and Macedonia;

Having regard to the experience gained from the co-omerateveloped between the Parties
to this Agreement (hereinafter referred to as 'Blagties") as well as between them and their main
trading partners;

Declaring their readiness to undertake activities with awief promoting harmonious
development of their trade as well as of expanding diversifying their mutual co-operation in the
fields of joint interest, including fields not caeel by this Agreement, thus creating a framewoxk an
supportive environment based on equality, non giisoation, and a balance of rights and obligations;

Referring to the mutual interest of the Parties in the cural reinforcement of the
multilateral trading system and considering thevigions and instruments of GATT/WTO constitute
a basis for their foreign trade policy;

Resolved to lay down for this purpose provisions aimed & finogressive abolition of the
obstacles to trade between the Parties in accoedasitty the provisions of these instruments, in
particular those concerning the establishmentes frade areas;

HAVE DECIDED, in pursuance of these objectivesctmclude the following Agreement
(hereinafter referred to as "this Agreement”).

Article 1

Objectives

1. Turkey and Macedonia, by taking into account thek&y's obligations arising from its
Customs Union with the EU and the development ef@b-operation Agreement between Macedonia
and the EU, shall gradually liberalise trade imamsitional period lasting a maximum of ten years
starting from the entry into force of this Agreerhen accordance with the provisions of this
Agreement and in conformity with those of the GAT994 and the other multilateral agreements on
trade in goods annexed to the Agreement EstabtjshimWTO.

2. The objectives of this Agreement are:

(a) to increase the economic cooperation and raiséving standard of the population
of the two countries;



(b) to gradually eliminate difficulties and restrictn trade in goods, including also
the agricultural products;

(c) to promote, through the expansion of reciprocaldrghe harmonious development
of the economic relations between the Parties;

(d) to provide fair conditions of competition for tradetween the Parties;

(e) to contribute in this way, by removal of barriers trade, to the harmonious
development and expansion of world trade;

() to enhance cooperation between the Parties;

(9) to create conditions for further encouragementneestments particularly for the
development of joint investments in both countries;

(h) to promote trade and cooperation between the Bantithird country markets.
Article 2
Basic Duties

1. For commercial exchanges covered by this Agreémbe Customs Tariffs of the Parties
shall be applied to the classification of goodsifigports into them.

2. For each product the basic duty to which suceessductions set out in this Agreement are
to be applied shall be the MFN duty that was ircdoin the Parties on the date of entry into forice o
this Agreement.

3. If after entry into force of this Agreement, atayiff reduction is applied on an erga omnes

basis, in particular, reductions resulting from thgff agreement concluded as a result of the GATT
Uruguay Round or accession of Macedonia to the Vem® Turkey-EC Customs Union or reductions

applied by Macedonia to the products originatinghia EC, such reduced duties shall replace the
basic duties referred to in paragraph 2 as fromdate when such reductions are applied.

4. The Parties shall mutually exchange their badstes.

CHAPTERI|

Industrial Products

Article 3

Scope
The provisions of this Chapter shall apply to pid falling within Chapters 25 to 97 of
Harmonized Commodity Description and Coding Systédth the exception of the products listed in
Annex .

Article4

Customs Duties on Imports and Charges having Etanv&ffect

1. No new customs duty on imports or charge haeiggivalent effect shall be introduced in
trade between the Parties from the date of entoyforce of this Agreement.



2. Customs duties on imports applicable in Macealtmiproducts originating in Turkey shall be
abolished in accordance with Annex Il to this Agrent.

3. Subject to special provisions laid down in Anigxo this Agreement, products originating
in Macedonia shall be imported in Turkey free oftoms duties or charges having equivalent effect.

4. Any changes in Turkish and Macedonian commitsiémthe European Communities in this
regard shall be referred to the Joint Committee.

Article5

Customs Duties of a Fiscal Nature

The provisions of Article 4 shall also apply tastoms duties of a fiscal nature, except the
charge for the customs record keeping applied bgedania.

Article 6

Customs Duties on Exports and Charges having Elunt&ffect

1. No new customs duty on exports or charge hagipgvalent effect shall be introduced in
trade between the Parties.

2. All customs duties on exports and any chargednfaequivalent effect shall be abolished
between the Parties upon entry into force of thase&ment.

Article7

Quantitative Restrictions on Imports and Measumsgny Equivalent Effect

1. No new quantitative restriction on imports orase having equivalent effect shall be
introduced nor shall those existing be made masticéive in trade between the Parties from the dat
of entry into force of this Agreement.

2. All quantitative restrictions on imports and me@s having equivalent effect shall be
abolished between the Parties upon the date of entr force of this Agreement with the exception
of textile products which are covered by the Memdran of Understanding between the Government
of Macedonia and the Government of Turkey signe@d@ctober 1997.

Article 8

Quantitative Restrictions on Exports and Measuessng Equivalent Effect

1. No new quantitative restriction on exports oram@e having equivalent effect shall be
introduced nor shall those existing be made mestrictive in trade between the Parties from the
date of entry into force of this Agreement.

2. All quantitative restrictions on exports and angasures having equivalent effect shall be
abolished between the Parties upon the date of e force of this Agreement.

Article9

Technical Requlations

1. The rights and obligations of the Parties retatio standards or technical regulations and
related measures shall be governed by the WTO Aggeeon Technical Barriers to Trade.



2. Each Party, upon request of the other Partyl| phavide information on particular individual
cases of standards, technical regulations andetetakasures.

3. The Parties shall aim to reduce technical bartie trade. To this end the Parties will enter
where appropriate into negotiations for the conolusf the agreements for the mutual recognition in
the field of conformity assessment, in the spifithte recommendations of the WTO Agreement on
Technical Barriers to Trade.

CHAPTER I

Agricultural, Processed Agricultural and Fish Prcidu

Article 10
Scope
1. The provisions of this Chapter shall apply teiadgtural, processed agricultural and fish
products originating in the Parties.
2. The term "agricultural products" means for theppse of this Agreement the products falling

within Chapters 1 to 24 of the Harmonized Commoddgscription and Coding System and the
products listed in Annex |.

Article 11

Exchange of Concessions

1. The Parties to this Agreement shall mutuallpcdte concessions set forth in Protocol 1 in
accordance with the provisions of this Chapter.

2. Taking into account the role of agriculture lieit respective economies; the development of
trade in agricultural products between the Partitkg& high sensitivity of agricultural productshet
rules of their respective agricultural policy, tRarties shall examine in the Joint Committee the
possibilities for mutual allocation of future coss®ns.

3. In pursuance of this objective, Protocol 1 pdiavg for measures to facilitate trade in
agricultural products has been concluded betwezR#nties.

Article 12

Sanitary and Phytosanitary Measures

The Parties shall not apply their regulations @mitary and phytosanitary matters as an
arbitrary or unjustifiable discrimination or a disged restriction on trade between them. Thed2art
shall apply their sanitary measures within theispif the provisions of the GATT and the other
relevant WTO agreements.

CHAPTER I

Right of Establishment and Supply of Services

Article 13



1. The Parties to this Agreement recognize the grgpwmportance of certain areas, such as
services and investments. In their efforts to gedlgg develop and broaden their co-operation, in
particular in the context of the European integratithey will co-operate with the aim of achievimg
progressive liberalization and mutual opening @irttmarkets for investments and trade in services,
taking into account relevant provisions of the GahAgreement on Trade and Services.

2. The Parties will discuss in the Joint Commitii@is cooperation with the aim of developing
and deepening of their relations governed in thiscks.
CHAPTER IV

Common Provisions

Article 14

Internal Taxation

1. The Parties to this Agreement shall refrain framy measure or practice of an internal fiscal
nature establishing, whether directly or indirectliscrimination between the products of one Party
and like products originating in the other Party.

2. Products exported to one of the Parties maybaogfit from repayment of internal taxes in
excess of the amount of direct or indirect taxgsased on them.

Article 15

Trade Relations Governed by Other Agreements

1. This Agreement shall not prevent the maintenamcestablishment of customs unions, free
trade areas or arrangements for cross-border tiatthe Parties with third countries to the extdratt
these do not negatively affect the trade regime iangiarticular the provisions concerning rules of
origin provided for by this Agreement.

2. Exchange of information shall take place, upequest of either Party, within the Joint
Committee concerning agreements establishing sustorms unions or free trade areas.

Article 16

Structural Adjustment

1. Exceptional measures of limited duration whi@arogiate from the provisions of Article 4
may be taken by the Parties in the form of incréasstoms duties.

2. These measures may only concern infant indgstrig certain sectors undergoing
restructuring or facing serious difficulties, padiarly where these difficulties produce important
social problems.

3. Customs duties on imports applicable in thei®atb products originating in the other Party
introduced by these measures may not exceed 2&pead valorem and shall maintain an element of
preference for products originating in the otherty?a The total value of imports of the products
which are subject to these measures may not exdepdr cent of total imports of industrial products
from the other Party as defined in Article 4, dgrthe last year for which statistics are available.

4, These measures shall be applied for a periodxuaeding five years unless a longer duration
is authorized by the Joint Committee. They shaldse to apply at the latest on the expiry of the
transitional period.



5. No such measures can be introduced in respeatpobduct if more than three years have
elapsed since the elimination of all duties andntjtative restrictions or charges or measures ftavin
an equivalent effect concerning that product.

6. The Parties shall inform the Joint Committe@iy exceptional measures they intend to take
and, at the request of either Party, consultatsmall be held in the Joint Committee on such
measures and the sectors to which they apply b#feseare applied. When taking such measures the
Parties shall provide the Joint Committee with heslule for the elimination of the customs duties
introduced under this Article. This schedule spadivide for a phasing out of these duties starting
the latest two years after their introduction, qua rates. The Joint Committee may decide on a
different schedule.

Article 17

Dumping

If a Party finds that dumping, within the meanioigArticle VI of General Agreement on
Tariffs and Trade is taking place in trade reladiogoverned by this Agreement, it may take
appropriate measures against that practice in danoe with Article VI of the GATT and the rules
established by agreements related to that Artisteler the conditions and in accordance with the
procedures laid down in Article 21 of this Agreernen

Article 18

Emergency Action on Imports of Particular Products

Where any product is being imported into eithethef Parties in such increased quantities and
under such conditions as to cause, or threateause:

(@) serious injury to domestic producers or dizinces on the market of like or directly
competitive products;

(b) serious disturbances in any sector of the @mynor difficulties which could bring
about serious deterioration in the economic sitmatif a region

the Party concerned may take appropriate measuadey the conditions and in accordance with the
procedures laid down in Article 21.

Article 19

Re-export and Serious Shortage

Where compliance with the provisions of Articlear& 8 leads to:

(a) re-export towards a third country against \titee exporting Party to this Agreement
maintains for the product concerned quantitativeoeixrestrictions, export duties or
measures or charges having equivalent effect; or

(b) a serious shortage, or threat thereof, obaywrt essential to the exporting Party;

and where the situations referred to above giwe aisare likely to give rise to major difficultiésr

the exporting Party, that Party may take appropmagasures under the conditions and in accordance
with the procedures laid down in Article 21 of thigjreement. The measures shall be non-
discriminatory and be eliminated when conditiondarger justify their maintenance.



Article 20

State Monopolies

1. The Parties shall progressively adjust any stairopoly of a commercial character so as to
ensure that by the end of the year following thieyeimto force of this Agreement, no discrimination
regarding the conditions under which goods areyrextand marketed will exist between nationals of
the Parties.

2. The Joint Committee shall be informed about mheasures adopted to implement this
objective.

Article 21

Procedure for The Application of Safeguard Measures

1. Before initiating the procedure for the applicatof safeguard measures set out in this
Article, the Parties shall endeavour to solve aiffences between themselves through direct
consultations, and shall inform the other Partyabé

2. In the cases specified in Articles 17, 18, WaRd 32 a Party which is considering to resort
to safeguard measures shall promptly notify thetddommittee thereof. The Party concerned shall
provide the Joint Committee with all relevant inf@ation and give it the assistance required to
examine the case. Consultations between the Pagtiall take place without delay in the Joint
Committee with a view to finding a commonly accéyasolution.

3. If, within one month of the matter being referte the Joint Committee, the Party in question
fails to put an end to the practice objected tdoothe difficulties notified and in the absenceaof
decision by the Joint Committee in the matter,dbiecerned Party may adopt the safeguard measures
it considers necessary to remedy the situation.

4. The safeguard measures taken shall be notifnedediately to the Joint Committee. They
shall be restricted, with regard to their extend &m their duration, to what is strictly necessary
order to rectify the situation giving rise to thajpplication and shall not be in excess of the dmma
caused by the practice or the difficulty in questidriority shall be given to such measures thlt w
least disturb the functioning of this Agreement.

5. The safeguard measures taken shall be the sudfjeegular consultations within the Joint
Committee with a view to their relaxation, or abolh when conditions no longer justify their
maintenance.

6. Where exceptional circumstances requiring imatediaction make prior examination
impossible, the Party concerned may, in the cabéstizles 17, 18, 19, 24 and 32, apply forthwith
the precautionary measures strictly necessarymedsg the situation. The measures shall be notified
without delay to the Joint Committee and consuitetibetween the Parties to this Agreement shall
take place within the Joint Committee.

Article 22

Rules of Origin and Cooperation between the Custadministrations

Protocol 2 lays down the rules of origin and methof administrative cooperation.



Article 23

Payments

Any settlement and payment arising from tradeads, services and rights to non material
goods between both states shall be made in cobledurrency, in accordance with the respective
legislation of the Parties.

Article 24

Rules of Competition Concerning Undertakings, Sfate

1. The following are incompatible with the propenétioning of this Agreement, in so far as
they affect trade between the Parties:

(a) all agreements between undertakings, decidigrnsssociations of undertakings and
concerted practices between undertakings which laavéheir object or effect the
prevention, restriction or distortion of competitjo

(b) abuse by one or more undertakings of domimasition in the territories of the
Parties as a whole or in a substantial part thereof

(c) any state aid which distorts or threatens isbod competition by favoring certain
undertakings or the production of certain goods.

2. Each Party shall ensure transparency in thedrestate aid. Upon request by one Party, the
other Party shall provide information on particutatividual cases of state aid.

3. For the purpose of applying the provisions abgeaph 1 of this Article, the Parties will take
the measures in conformity with the procedureswarder the conditions laid down in their respective
Agreements with the European Communities. In a&fsany change in those procedures and/or
conditions these changes will be applicable betwieerrarties.

4, If the Parties consider that a particular pcacis incompatible with the terms of the first
paragraph of this Article, and:

@) is not adequately dealt with under the impleting rules referred to in paragraph 3
of this Article, or;

(b) in the absence of such rules, and if suchtipecauses or threatens to cause serious
prejudice to the interest of the other Party oremal injury to its domestic industry,
including its services industry,

it may take appropriate measures after consultatitmin the Joint Committee or after thirty working
days following referral for such consultation.

5. In the case of practices incompatible with peaply 1(c) of this Article, such appropriate
measures may, where the WTO/GATT 1994 applies theomly be adopted in conformity with the
procedures and under the conditions laid down ley WirO/GATT 1994 and any other relevant
instrument negotiated under its auspices whictappticable between the Parties.

6. Notwithstanding any provisions to the contradppated in conformity with paragraph 3 of
this Article, the Parties shall exchange informatiaking into account the limitations imposed bg th
requirements of professional and business secrecy.



Article 25

Balance of Payments Difficulties

Where either Party is in a serious balance of magsdifficulties or under threat thereof, the
Party concerned may in accordance with the comdititaid down within the framework of
WTO/GATT 1994 and with Article VIII of the Article®f Agreement of International Monetary
Fund, adopt restrictive measures, which shall bindfed duration and may not go beyond what is
necessary to remedy the balance of payments situafThe Party concerned shall inform the other
Party forthwith of their introduction and preseatthe other Party, as soon as possible, of a time
schedule of their removal.

Article 26

Intellectual, Industrial and Commercial Property

1. The Parties shall provide suitable and effecfiwvetection of intellectual, industrial and
commercial property rights in line with the highdésternational standards. This shall encompass
effective means of enforcing such rights.

2. Implementation of this Article shall be reguaalssessed by the Parties. If difficulties which
affect trade arise in connection with intellectualjustrial and commercial property rights, either
Party may request urgent consultations to find mdlitsatisfactory solutions.

Article 27

Public Procurement

1. The Parties consider the opening up of the avedrghbublic contracts on the basis of
non-discrimination and reciprocity, to be a dedeaibjective.

2. As of the entry into force of this Agreementttb®arties shall grant each other's companies
access to contract award procedures a treatmeesadavorable than that accorded to companies of
any other country.

Article 28

Establishment of the Joint Committee

1. A Joint Committee is hereby established in whgabh Party shall be represented. The Joint
Committee shall be responsible for the adminisiratif this Agreement and shall ensure its proper
implementation.

2. For the purpose of the proper implementatiothisf Agreement, the Parties shall exchange
information and, at the request of either Paitylishold consultations within the Joint Committee.
The Joint Committee shall keep under review thesipdiy of further removal of the obstacles to

trade between the Parties.

3. The Joint Committee may, in accordance withpghavisions of paragraph 3 of Article 29,
take decisions in the cases provided for in thissAment. On other matters the Joint Committee may
make recommendations.

Article 29

Procedures of the Joint Committee




1. For the proper implementation of this Agreemehe Joint Committee shall meet at an
appropriate level whenever necessary upon requeésttbeast once a year. Either Party may request
a meeting be held.

2. The Joint Committee shall act by common agreémen

3. If a representative in the Joint Committee oParty to this Agreement has accepted a
decision subject to the fulfilment of constitutibmaquirements the decision shall enter into foite,
no later date is contained therein, on the dayiftivey of the reservation is notified.

4, The Joint Committee shall adopt its rules ofcpdure which shall, inter alia, contain
provisions for convening meetings and for the design of the Chairman and his/her term of office.

5. The Joint Committee may decide to set up suthcemmittees and working parties as it
considers necessary to assist it in accomplishaasks.

Article 30

Security Exceptions

Nothing in this Agreement shall prevent a Paronfrtaking any measures which it considers
necessary:

(@) to prevent the disclosure of information cangrto its essential security interests;

(b) for the protection of its essential securityerests or for the implementation of
international obligations or national policies:

)] relating to the traffic in arms, ammunition and lerpents of war and to such
traffic in other goods, materials and services sagdrried on directly or
indirectly for the purpose of supplying a militaggtablishment; or

(i) relating to the non-proliferation of biological andemical weapons, nuclear
weapons or other nuclear explosive devices; or

(iii) in time of war or other serious international tenstonstituting threat of war.
Article 31

General Exceptions

This Agreement shall not preclude prohibitionsestrictions on imports, exports or goods in
transit justified on grounds of public morality, lpiec policy or public security; the protection of
health and life of humans, animals or plants; thaegetion of national treasures possessing artistic
historic or archaeological value; the protectidrintellectual, industrial and commercial property.
Such prohibitions or restrictions must not, howeeenstitute a means of arbitrary discriminatioraor
disguised restriction on trade between the Parties.

Article 32

Fulfilment of Obligations

1. The Parties shall take all necessary measuressiore the achievement of the objectives of
this Agreement and the fulfilment of their obligats under this Agreement.



2. If either Party considers that the other Pawryg Failed to fulfill an obligation under this
Agreement, the Party concerned may take the apgptepmeasures under the conditions and in
accordance with the procedures laid down in Artdeof this Agreement.

Article 33

Evolutionary Clause

1. Where either Party considers that it would befulsn the interest of the economies of the
Parties to develop the relations established ls/Algreement by extending them to fields not covered
thereby, it shall submit a reasoned request toother Party. The Parties may instruct the Joint
Committee to examine this request and, where apiptep to make recommendations to them,
particularly with a view to opening negotiations.

2. Agreements resulting from the procedure refeieedn paragraph 1 will be subject to
ratification or approval by the Parties to this égment in accordance with their internal legal
procedures.
Article 34
Amendments

Amendments to this Agreement, including to its éx@s and Protocols, shall enter into force
on the date of receipt of the last notificatiorg diplomatic channels, confirming that all interregal
procedures required by either Party for their eintty force have been concluded.

Article 35

Protocols and Annexes

Protocols and Annexes and Record of Understaridisngd 2 to this Agreement shall form an
integral part thereof. The Joint Committee mayidiedo amend the Protocols and Annexes in
accordance with the internal legislation of thetiear

Article 36

Validity and Termination

1. This Agreement is concluded for an unlimitedqukr

2. Each party may denounce this Agreement by meérss written notification to the other
Party. This Agreement shall cease to apply aften®nths from the date of receipt of the written
notification by the other Party.

Article 37

Entry into Force

This Agreement shall enter into force on the folay of the second month, from the last
notification, via diplomatic channels between traties, on entry into force of this Agreement in
accordance with the internal legislation of thetiear

DONE at Ankara, this”?day of September 1999, in duplicate copies, inMaeedonian,

Turkish and English languages, all texts being Bygj@athentic. In case of any divergence in the
interpretation of this Agreement, the English t&xall prevail.

For the Republic of Turkey For the Republidvidcedonia



RECORD OF UNDERSTANDING - |

Notwithstanding the Articles 7 and 8 of this Agres)y Turkey and Macedonia, by taking
into account the state of a transitional economMicedonia, have agreed that Macedonia may
continue to implement the existing protective measwn exports and imports in a period foreseen by
Macedonia.

RECORD OF UNDERSTANDING - [

Trade in textile products falling within Chapter® o 63 of the Harmonized Commodity and
Coding System between Turkey and Macedonia shatirage to be regulated by the Memorandum of
Understanding between the Government of Turkey thrdGovernment of Macedonia concerning
trade in textiles and clothing products signed éro2tober 1997.

This Memorandum of Understanding will become ranitl void when the European Union
abolishes the arrangements on trade in textileymtsdvith Macedonia.



