PREFERENTIAL TRADE AGREEMENT

BETWEEN
THE REPUBLIC OF TURKEY
AND

THE ISLAMIC REPUBLIC OF IRAN




Preferential Trade Agreement between
The Republic of Turkey and The Islamic Republic of Iran
Preamble

The Republic of Turkey and the Islamic Republic of Iran (hereinafter referred to as “Turkey”
and “Iran” or “the Contracting Parties” where appropriate),

CONSCIOUS of their longstanding friendship and fraternity;

EXPECTING that the Preferential Trade Agreement between the Republic of Turkey and
the Islamic Republic of Iran (hereinafter referred to as “this Agreement”) will create a new
climate for economic and trade relations between them;

RECOGNIZING that strengthening their closer economic partnership will bring economic
and special benefits and improve the living standards of their peoples;

BELIEVING that the content of this Agreement would expand gradually and extend to new
areas of mutual interests;

CONSIDERING that rights and obligations of the Contracting Parties arising from other
bilateral, regional or multilateral agreements shall not be affected by the provisions of this
agreement;

TAKING INTO CONSIDERATION the “Agreement Establishing an Association between
the Republic of Turkey and the European Economic Community”;

HAVING REGARD TO the need to support Iran’s efforts for accession to the World Trade
Organization;

STRESSING the need for the diversification of the tradable goods with a view to fostering
further development of their respective economies;

RECOGNIZING that progressive reductions and elimination of the obstacles to trade
through this Agreement will contribute to the expansion of trade;

Have agreed as follows:

ARTICLE 1
Objectives

The Contracting Parties, hereby, agree to establish a Preferential Trade Agreement.

The objective of this Agreement is to strengthen trade relations between Turkey and
Iran in particular through:

a. the general principles referred to in Article 4;

\N b. the reduction of tariffs and elimination of non-Tariff barriers and Para-tariffs;
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c. the promotion and expansion of trade, contributing towards the harmonious
development of economic relations between the Contracting Parties;

d. the creation of enabling conditions for fair competition between the Contracting
Parties;

[

the creation of more predictable and secure environment for sustainable growth
of trade between the Contracting Parties;

f.  the facilitation of diversification of commercial exchanges between the
Contracting Parties.

ARTICLE 2

Interpretation of the Agreement

Provisions of this Agreement shall be interpreted in accordance with customary rules of
interpretation of public international law, due account being taken of the fact that the
Contracting Parties must perform this Agreement in good faith and avoid circumvention of
their obligations. Annexes of this Agreement are integral parts of this Agreement.

ARTICLE 3

Definitions

For the purpose of this Agreement:

“Tariffs” mean customs tariffs or customs duties of tariff like effect defined in the tariff
schedules established under the legislation in force on the territories of the Contracting
Parties. Tariff does not include any antidumping or countervailing duties applied

consistently with Article 10 and safeguard measures imposed consistently with Article
11;

b.  “Para-Tariffs” mean border charges and fees other than tariffs on foreign trade
transactions with a tariff like effect, which are levied solely on imported goods.
Indirect taxes and charges which are levied in the same manner on like domestic
products or, import charges corresponding to specific services rendered, and other
duties permitted under this Agreement, are not considered as Para-tariff measures;

c. “Non-tariff barriers” mean any measure, regulation, or practice, other than tariff and
Para-tariff, the effect of which is to restrict imports or to significantly distort trade
between the Contracting Parties. Measures permitted under this Agreement are not
considered as non-tariff barriers;

d. “Goods” constitute commodities and products under the Harmonized Commodity
Description and Coding System;

e. “Preferential treatment” means any concession or privilege granted under this
Agreement by a Contracting Party through the reduction or elimination of tariffs and
elimination of non-tariff barriers on the movement of goods;

f. “Joint Committee” means the committee established under the Article 19 of this
Agreement.
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ARTICLE 4

General Principles

This Agreement shall be governed in accordance with the principle of overall reciprocity of
advantages so as to benefit equitably to the Contracting Parties, taking into account their
respective levels of economic development, the pattern of their external trade and their trade
and tariff policies.

ARTICLE 5
Scope

The provisions of this Agreement shall apply to trade in goods between the Contracting
Parties, relating to the products originating in the territories of the Contracting Parties that
are specified in Annex I-A and Annex 1-B of this Agreement.

ARTICLE 6

Exchange of Concessions

. The Contracting Parties shall grant concessions to each other for the products listed in
Annex I-A and Annex 1-B of this Agreement in compliance with the provisions of Annex
II of this Agreement concerning the rules of origin.

For each product, the basic tariff rate to which successive reductions set out in this
Agreement are to be applied is indicated in Annex I-A and Annex I-B of this Agreement.

If before and after the entry into force of this Agreement, any tariff reductions are made
on an erga omnes basis for the products in Annex I-A and Annex [-B of this Agreement,
such reduced tariff rates shall replace the basic tariff rates referred to in the paragraph 1
of this Article as from the date such reductions are applied.

The Contracting Parties, unless otherwise provided therein, agree to eliminate all non-
tariff barriers and any measures having equivalent effect on the movement of goods
from the date of entry into force of this Agreement.

Upon entry into force of this Agreement, no new non-tariff barriers and any measures
having equivalent effect shall be introduced on the movement of goods.

Having exchanged their respective lists of Para-tariffs, the Contracting Parties shall
eliminate, upon entry into force of this Agreement their existing Para-tariffs on the
movement of goods.

Upon entry into force of this Agreement no new Para-tariffs on the movement of goods
shall be introduced.

The Contracting Parties commit themselves not to increase their respective rates of
preferential tariffs without mutual consent, unless otherwise provided in this Agreement.
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6. The Contracting Parties shall consider further liberalization of their bilateral trade
through consultations within the Joint Committee.

ARTICLE 7

Most Favored Nation Treatment

The Contracting Parties shall unconditionally accord treatment to each other which is no less
favorable than that accorded to any other country with regard to all the rules, regulations,
procedures and formalities applicable to trade. However, unless there is specific mutual
agreement between the Contracting Parties, they shall not be eligible to benefit from tariff
rate quotas or tariff concessions granted by each Contracting Party to some other country
within the framework of an autonomous regime, free trade agreement, preferential trade
agreement, regional trade agreement, customs union agreement, or multilateral trade
agreement.

ARTICLE 8

National Treatment

The goods of any Contracting Party, imported to the other Contracting Party shall be
accorded treatment no less favorable than like products of national origin, in respect of laws,
regulations and requirements affecting their sale, offer for sale, purchase, transportation,
distribution or use.

ARTICLE 9
Rules of Origin

. The Contracting Parties agreed to apply the preferential rules of origin in trade between
them.

. Products covered by the provisions of this Agreement shall be eligible for preferential
treatment provided they satisfy the rules of origin as set out in Annex II to this
Agreement, which shall form an integral part of this Agreement.

. In case there is a need to amend the rules of origin laid down in Annex I1, the Joint
Committee shall initiate the necessary procedures.

ARTICLE 10

Antidumping and Countervailing Measures

. In order to counter injury caused by dumping or subsidy, the Contracting Parties shall
have the right to take anti-dumping and countervailing measures in accordance with
their domestic laws and regulations.
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After receipt of a properly documented application made by the domestic industry and
before the initiation of an anti-dumping investigation, the authorities of the importing
Party shall notity the authorities of exporting Party in a reasonable time.

As soon as an investigation has been initiated, the authorities of the importing Party shall
provide the non-confidential text of the written application received to the known
exporters and to the authorities of the exporting Party.

Interested parties receiving questionnaires used in investigation shall be given at least 30
days for reply. Due consideration should be given to any request for an extension of the
30-day period and, upon cause shown, such an extension should be granted whenever
practicable.

The authorities of the importing Party shall, before a final determination is made, inform
the exporting Party of the essential facts which form the basis for the decision whether to
apply definitive measures. Such disclosure should take place in sufficient time for the
parties to defend their interests.

ARTICLE 11

Safeguard Measures

Without prejudice to the rights and obligations of the Contracting Parties with regard
to safeguard measures imposed in compliance with their domestic laws and regulations,
if, as a result of the reduction or elimination of a tariff under this Agreement, originating
goods of a Contracting Party are being imported into the territory of the other
Contracting Party in such increased quantities, in absolute terms or relative to domestic
production, and under such conditions as to cause or threaten to cause serious injury to a
domestic industry producing like or directly competitive goods, the importing Party, in
prior consultations with the other Contracting Party in accordance with Article 20, may
adopt safeguard measures.

Before applying safeguard measures, the Contracting Party intending to apply such
measure shall supply the other Contracting Party with all the relevant information
required for a thorough examination of the situation with a view to seeking a acceptable
solution to both of the Contracting Parties. In order to find such a solution, the
Contracting Parties shall immediately hold consultations. If, as a result of the
consultations, the Contracting Parties do not reach an agreement within 30 days, the
complaining Party may apply safeguard measures.

3. The importing Party may take a safeguard measure which:

(a) Suspends further reduction of the tariff rate on the good concerned
provided for under this Agreement; or

Increases the rate of tariff on the good to a level which does not exceed the
lesser of:

(1) the applied rate of customs duty on the good in effect at the time
the measure is taken: or




(ii) the basic tariff rate specified in Annex I-A and Annex I-B.

ARTICLE 12

Standards, Technical Regulations and Sanitary and Phytosanitary Measures

. The Contracting Parties shall ensure that technical regulations, conformity assessment
procedures and standards are not prepared, adopted or applied with a view to creating
obstacles to mutual trade or to protect domestic production.

. The Contracting Parties shall ensure that:

a. any sanitary or phytosanitary measures are applied only to the extent necessary to
protect human, animal or plant life or health, based on scientific principles and not
maintained without sufficient evidence, taking into account the availability of
relevant scientific information and regional conditions,

Standards and technical regulations are not prepared, adopted or applied with a view
to or with the effect of creating unnecessary obstacles to mutual trade. For this
purpose, technical regulations shall not be more trade-restrictive than necessary to
fulfill a legitimate objective, taking into account the risks non-fulfillment would
create. Such legitimate objectives are, inter alia: those described in Articles 16 and
17 of this Agreement; the prevention of deceptive practices, the protection of the
environment. In assessing such risks, relevant elements of consideration shall be,
inter alia the available scientific and technical information, the related processing
technology or the intended end uses of products.

ARTICLE 13
Trade Relations Governed by Other Agreements

This Agreement shall not prevent the maintenance or establishment of customs unions, free
trade areas, preferential trade agreements, multilateral trade agreements or cross-border trade
arrangements of the Contracting Parties with other countries.

ARTICLE 14

Balance of Payments Difficulties

Where either Contracting Party is in a serious balance of payments difficulties, or under
threat thereof, the Contracting Party concerned may, in accordance with the conditions laid
down within the Articles VIII and XIV of the Articles of Agreement of International
Monetary Fund, adopt restrictive measures, which shall be of limited duration and may not
go beyond what is necessary to remedy the balance of payments situation. The Contracting
Party concerned shall inform the other Contracting Party forthwith of their introduction and
present to the other Contracting Party, as soon as possible a time schedule of their removal.
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ARTICLE 15
Re-Export and Shortage Clause

1. In the event that a Contracting Party adopts or maintains a prohibition or restriction on
the importation from or exportation to another country of a good, nothing in this
Agreement shall be construed to prevent that Contracting Party from:

a. limiting or prohibiting the importation from the territory of the other Contracting
Party of such good of that other country; or

b. requiring as a condition of export of such good to the territory of the other
Contracting Party, that the good not be re-exported to the non-contracting party,
directly or indirectly, without being consumed in territory of the other Contracting
Party.

2. In addition, none of the provisions of this Agreement shall preclude the maintenance or
adoption by either Contracting Party of any trade restrictive measures necessary to
remove or forestall a serious shortage, or threat thereof, of a product essential to the
exporting Party. The measures shall be non discriminatory and shall be eliminated when
conditions no longer justify their maintenance. The Contracting Parties shall inform each
other immediately when taking measures according to this Article.

ARTICLE 16

General Exceptions

Subject to the condition that such measures are not applied in a manner so as to constitute
arbitrary or unjustifiable discrimination or a disguised restriction on a trade between the
Contracting Parties, nothing in this Agreement shall preclude prohibitions or restrictions on
imports, exports or goods in transit justified on grounds of public morality, religious values,
national security, the protection of human, animal and plant life and health, the protection of
national treasures possessing artistic, historic or archeological value, the protection of
exhaustible natural resources and genetic reserves, the regulations concerning gold or silver
and the regulations concerning the exports of these products, the price of which are held
below the world price as part of a government stabilization plan.

ARTICLE 17

Security Exceptions

Nothing in this Agreement shall prevent a Contracting Party from taking any measures,
which it considers necessary for security requirements:

a. to prevent the disclosure of confidential information contrary to its essential security
interests;

b. for the protection of its essential security interests or for the implementation of
h\ international obligations or national policies such as:
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relating to the traftic in arms. ammunition and implementation of war, provided
that such measures do not impair the conditions of competition in respect of the
products not intended for specifically military purposes, and to such traffic in other
goods, materials and services as is carried on directly or indirectly for the purpose
of supplying a military establishment; or

ii. relating to the non-proliferation of biological and chemical and nuclear weapons, or
other nuclear explosive devices; or

iii. Adopted in time of war or other serious international tension.

ARTICLE 18

Transparency

On the request of the other Contracting Party, each Contracting Party shall provide
information and reply to any question from the other Contracting Party within a period
of 30 days, relating to an actual or proposed measure that might affect the operation of
this Agreement.

Each Contracting Party shall ensure that its laws and regulations relating to any trade
matter covered by this Agreement are published or made publicly available.

ARTICLE 19

Joint Committee

. A Joint Committee, composed of the representatives of each Contracting Party is hereby
established. The Joint Committee shall meet at least once a year to review the progress
achieved in the implementation of this Agreement. Any Contracting Party may also
request holding an extraordinary meeting by notifying the other Contracting Party.

. The Joint Committee shall undertake any function assigned to it under the provisions of
this Agreement. Upon request of a Contracting Party and subject to approval of the other
Contracting Party, the Joint Committee shall also examine any other matter affecting the
implementation of this Agreement.

The Joint Committee may take decisions in the matters related to this Agreement,
including decisions to adopt any amendment to this Agreement. The Joint Committee
may also make recommendations to matters related to this Agreement.

The decisions taken by the Joint Committee on any amendment to this Agreement shall
be subject to the completion of the respective internal ratification procedures of the
Contracting Parties in accordance with Article 22.

Decisions of the Joint Committee shall be taken by consensus.

The Joint Committee shall set out its rules of procedures during its first meeting.

The Joint Committee may also establish any other sub-committees or working groups as

€ms necessary.
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ARTICLE 20

Consultations

. Each Contracting Party shall accord sympathetic consideration to and shall afford
adequate opportunity for consultations with respect to any matter affecting the operation
of this Agreement.

. The Joint Committee shall meet within 30 days after the date of receipt of the request of
either Contracting Party to consider any matter for which it has not been possible to find
a satisfactory solution through consultations in accordance with paragraph 1 above.

ARTICLE 21
Dispute Settlement

. Any disputes arising from the interpretation and or application of the Agreement shall
first be settled amicably through bilateral consultations.

. If the Joint Committee shall not be held within 60 days after the reference of the dispute
to it, or if a mutually satisfactory resolution cannot be reached within 45 days, the matter
may be referred to an arbitration panel by either Contracting Parties

. Proceedings of Arbitration Panel and the time frame that the Arbitration Panel has to
submit its decision shall be established by the Joint Committee.

. The Contracting Parties shall give the Joint Committee and the Arbitration Panel all
assistance to examine and resolve the dispute.

. The Arbitration Panel shall comprise of three members. Each Contracting Party shall
appoint, within twenty days of the date of referral, one member, and the Joint Committee
shall choose, within forty-five days of the date of referral, a third who will serve as the

chairperson. The third arbitrator shall not be a national of either Contracting Party and

shall be a national of a state having diplomatic relations with both Contracting Parties at
the time of appointment. The date of establishment of the Arbitration Panel shall be the
date on which the chairperson is appointed.

. All arbitrators shall be chosen strictly on the basis of objectivity, reliability, and sound
judgment, and shall have specialized knowledge or experience in law, international trade
or other matters relating to this Agreement or in the resolution of disputes arising under
international trade agreements. They shall be independent, serve in their individual
capacities and not be affiliated with, nor take instructions from any Party or organization
related to this dispute.

. Unless otherwise decided by the Contracting Parties, Arbitration Panel proceedings shall
take place in the territory of the Contracting Party complained against. Subject to the
provisions agreed by the Contracting Parties; the arbitration panel shall determine its
procedure. Each Contracting Party shall bear the expenses of its arbitrator and its
presentation in the arbitral proceedings. The expense of the chairperson and other

\ \ expenses of the Arbitration Panel shall be born equally by the Contracting Parties.
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. The Contracting Parties shall take the necessary measures involved in carrying out for
the implementation of the decisions of the Joint Committee or the Arbitration Panel. If a
Contracting Party fails to implement the decisions, the other Contracting Party shall have
the right to withdraw the equivalent preferential treatment.

ARTICLE 22
Fulfilment of Obligations

. The Contracting Parties shall take all necessary measures to ensure the achievement of the
objectives of this Agreement and the fulfilment of their obligations under this Agreement.

. If either Contracting Party considers that the other Contracting Party has failed to fulfil an
obligation under this Agreement, the other Contracting Party shall first have recourse to
the procedures laid down in Article 20 and 21 of this Agreement.

. If the consultations shall not be held within 45 days from the date of receipt of the request
for consultations or if the Joint Committee shall not be held within 60 days after the date
of receipt of such request or if the arbitration Panel can not be established within 60 days
after the date of receipt of request for establishment of Arbitration Panel then the
Contracting Party shall have the right to withdraw the equivalent preferential treatment.

ARTICLE 23

Amendments and Review

1. The Contracting Parties may amend and develop the provisions of this Agreement
through mutual consent, taking into account the experience gained in its application.
Therefore, either Contracting Party may put forward suggestions for the purpose of
promoting further liberalization of bilateral trade.

Any amendment to this Agreement shall be subject to the completion of the respective
internal ratification procedures of the Contracting Parties.

Any amendment shall enter into force on the first day of the second month following the
receipt of the latter diplomatic note confirming that all procedures required by the
national legislation of each Contracting Party for entry into force of the amendments
have been completed.

ARTICLE 24

Modification of Concessions

Any Contracting Party may, after one year from the date of entry into force of this
Agreement, notify the other Contracting Party of its intention to modify or withdraw any
concession included in its appropriate schedule.

A Contracting Party intending to withdraw or modify a concession shall enter into
consultations and/or negotiations, with a view to reaching an agreement. Such
"\ amendments shall enter into force in accordance with the Article 23 of this Agreement.
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Should no agreement be reached between the Contracting Parties within six months of
the receipt of notification and should the notifying Contracting Party proceed with its
modification or withdrawal of such concessions, the other Contracting Party may
withdraw or modify equivalent concessions in its appropriate schedules.

ARTICLE 25

Duration and Denunciation

This Agreement is concluded for an indefinite period of time.

Either Contracting Party may denounce this Agreement by a written notification to the
other Contracting Party. The Agreement shall terminate on the first day of the seventh
month following the date when the other Contracting Party received the denunciation
notice.

ARTICLE 26
Entry into Force

. This Agreement shall enter into force on the tirst day of the second month following the
receipt of the latter diplomatic note confirming that all procedures required by the
national legislation of each Contracting Party for entry into force of the Agreement have
been completed.

. In witness whereof, the undersigned, duly authorized thereto by their respective
Governments, have signed this Agreement.

Done and signed in Tehran on January 29, 2014 in two originals, each in Turkish, Persian
and English languages, all texts being equally authentic. In case of differences of
interpretation, the English texts shall prevail.

FOR THE GOVERNMENT OF THE FOR THE GOVERNMENT OF THE
REPUBLIC OF TURKEY ISLAMIC REPUBLIC OF IRAN

H.E. MOHAMMAD REZA
MINISTER OF ECONOMY H
MINISTER OF INDUSTRY, MINES
AND TRADE




