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Foreword

The year of 2005 witnessed a rapid development of China s foreign trade. According
to the Chinese Customs, China s foreign trade volume reached US$1422.12 billion in
2005, up by 23.2%, among which China s export was US$762.0 billion, up by 28.4%,
while China s import was US$660.12 billion, up by 17.6%. The trade surplus in 2005
was US$101.88 billion, up by 217.4%. The trade volume of China was the third
largest in the world.

As Chinese companies being more exposed to the international co
overseas investment increases remarkably. In 2005, Chi
investment reached US$6.92 billion, up by 25.8%.
accumulated overseas direct investment of Chinggg

US$4. 25 b|II|on up by 21.2%;
professionals were expatiated abroad |

increase of 26,000 people..
With the fast development ' d investment, some trading
partners set al kinds of i mvestm t frequently to protect their

domestic industry and ho
(MOFCOM), a topel S initiated 63 anti-dumping,

t-specific safeguard investigations against

S were subject to anti-trust investigations, the
S$170 million In addition the role of technical
0 IPRs of China s trading partners became more important
ang China

With Chind s\gpanding share in the global market, for a quite long period in the
future, Chinese panies will be confronted with an increasingly challenging
internationd trade and investment environment.

The Report is complied in the course of enabling Chinese enterprises and relevant
organizations to have better knowledge on the trade and investment regimes, and
practices of China s main trading partrers in the field of trade in goods and services
as well as foreign investment, to obtain a full-scaled understanding of competition on
global market, and thus to participate in international competition on equa footing. It
aso ams a maintaining an equal, fair and reasonable international trade and
investment environment according to the WTO rules, and expressing the concerns of
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the Chinese government and industries over the external environment for trade and
investment. In accordance with relevant provisions of the Foreign Trade Law and the
Regulation on the Administration of the Import and Export of Goods, MOFCOM s
now publishing the Foreign Market Access Report:2006. . hereinafter referred to as
“the Report” )

|. Coverage of the Report

Based upon information provided by Chinese enterprises and government agencies,
while taking into account of trade volumes between China and ijs global trading
partners in 2005 provided by the Chinese Customs, the Repori@@gvers 25 trading
partners of China, including, Egypt, Algeria, Kenya, South Afri igeria, Saudi
Arabia, Turkey, Kazakhstan, Thailand, the Philippines, Malaysia, In
India, the Republic of Korea, Japan, Russia, the Europ ion, United

Counsdlor’ s Offices abroad,
views and complaints of

Information prese
including bilatera
regime of agj

each trading partner covers mainly three areas,
elopment, trade and investment regulatory
ade and investment.

tes the impact on China s exports of a specific
ghould be understood hat due to technical and

According to on Article 3 of the Trade Barriers Investigation Regulation,
promulgated on Feb.2, 2005, trade barriers are defined in the Report as
government-imposed or government-supported measures or practices that satisfy one
of the following:

> inconsistent with or failing to fulfill the obligations provided in any
economic and trade treaties or agreements of which both the given trading
partner and China have concluded or acceded to;
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>  which resultsin one of the following negative trade effects

-imposing or threatening to impose obstacle or restriction on the access of
Chinese products or services to the market of the given trading partner or the
market of any other trading partner;

-causing or threatening to cause impairment to the competitiveness of
Chinese products or services on the market of the given trading partner or the
market of any other trading partner.

-imposing or threatening to impose obstacle or restrictio
services of the giving trading partner or any other trading p.
China

the products or
exporting to

Trade barriers are defined in the Report mainly according t

» Sanitary and phytosanitary measures, e.g., unnecessarily strict quarantine
requirements and procedures applied to imported products,

» Trade remedies, e.g., unfair anti-dumping measures imposed on imported
products, insufficient transparency in investigation procedures of trade
remedy, in particular the abusive application to Chinese enterprises of
measures designed for non-market economy;;

» Government procurement, e.g., insufficient transparency, violation of
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mogt-favored-nations clause,

> Export restrictions, e.g., extraterritorial legislation that restricts or impedes
trade between third countries, and unjustified export control measures in the
name of nationa security;

> Subsidies, eg., subsidies inconsistent with WTO rules that artificialy
gimulate exports of particular domestic products;

> Barriersto trade in services, e.g., unjustified restrictions on,access of foreign
SEVICeS,

Barriers to investment are
relevant multilateral, pl
investment in the Report r

ents. Hereby, barriers to
or government-supported

-lateral agreement of which both the
e among the signatories, or a bilateral
ent signed between the given trading partner
to fulfill obligations provided in a
Investment agreement of which both the given
ina are among the signatories or a bilateral investment
een the given trading partner and China.

threatening to impose unjustified obstacle or restriction on
ital’ s access to or withdrawal from the market of the given
trading partner; or

» causing or threatening to cause impairment to the interest of commercial
entities with Chinese investment in the given trading partner.

The Report classifies barriers to investment into three different categories as follows:

> Barriersto the access of investment, e.g., unjustified restrictions on access of
foreign capital, and in case of WTO members, failure in fulfilling its
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commitment to open certain sectors to foreign investment;

> Barriersto operation, e.g., unjustified restrictions on the operation of foreign
invested enterprises in their production, supply, sales, human resources
management, finance, logigtics, ec.,

> Barriers to withdrawal of investment, e.g., restrictions on the withdrawal of
foreign investment or the transfer of profits of foreign invested enterprises
from the host- country.

Besides. the WTO General Agreement on Trade in Servi
commercia presence as trade in service. However, in practice, su
commercia presence is usually accompanied or completed by inv Therefore,

barriers to trade in services or barriers to investment. In
categorization in the Report in line with theg® i

The comments in the Report are b ived, so it
doesn't necessarily mean that the tr gd in the Ra@ort don't maintain
any barriersto trade and investment of unmentioned SEiBgOri €s.

Others

on concerns should be tackled with
d bilateral consultation and dialogue in
an far and justified international trade and

is advocat
respective
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Algeria
1 Bilateral traderéations

According to China Customs, the bilateral trade volume between China and Algeria
reached US$1.76 billion in 2005, up by 42.7%, among which China s export to
Algeria was US$1.4 hillion, up by 43.3%, while China s import from Algeria was
US$360 million, up by 40.4%. China had a surplus of US$1.04 billion. China mainly
exported mechanical appliances and accessories thereof, machinegy and electronic
products, vehicles and parts and accessories thereof, iron and st oducts, clothing
and accessories thereof, rubber and articles thereof, footwear,

2005, and the volume of the newly signge he volume
of completed labour service cooperati jillion, and that of
the newly signed labour service codfe e 77 million. The
turnover of finished designs . lon, and that of the
newly signed contracts was U

rsinvested in 7 projects in Chinain 2005,
$8.78 million and an actual utilization of US$1.01

Algeria s laws @nd regulations governing trade and investment mainly include
Customs Law, Foreign Investment Law, Trade Law, Business Law, Trademark Law,
Phytosanitary and Sanitary Control Regulations, Labor Law, Tax Law, Public
Contract and Public Procurement Law, Currency and Credit Law, Banking and
Insurance Law, and Anti-smuggling Law. Every year, the Algerian Ministry of
Finance publishes finance acts and supplementary acts thereof to provide supplements
or modifications for regulations relating to trade, tax and investmen.

To meet the needs of Algeria s accession into the WTO, in May 2005, three
administrative rules on implementing guidelines for laws of anti-dumping,
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countervailing and safeguard measures were passed at the Algerian Cabinet meetings.
The three rules are aimed to regulate import and export behavior and strengthen
protection of domestic products while opening the Algerian market.

In July 2005, the Algerian Ministry of Finance published the 2005 Supplementary
Finance Act, which stipulates that only legal persons with a minimum registered
capital of 20 million dinar (approximately RMB2.2 million) are alowed to conduct
import and distribution. The aim of the act is to punish tax evasion and regulate the
domestic import market.

In August 2005, at the Algerian Ministers meetings, the Capital | ment Company
Act was passed after examination. The new act aims at improving mic activities
and investment modes by encouraging businesses and individuals t their idle
capital and asss enterprisesin their fund-raising for product Tolg}

2.2 Tradeadminigration
221 Tariff system

The Algerian Customs apply three | 5% and 30%. To
protect domestic industry, a droit ad \ posed on imports
that can be produced domesti aegevernment began to cut
the DAP rate by 12% annu, i

League of Arab | ed on January 1 2005 to open its trade in
goods with gther duties on goods traded among Arab
countries, i on agricultural projects prescribed in
gh between member countries, and fully open its

Algeria exerci free trade policy. There is no state monopoly on foreign trade.
Import quota licenses have been abolished. Both state-owned enterprises and private
enterprises are allowed to conduct import and export. There are essentialy no
restrictions on imports. Foreign investors are allowed to set up trade companies to
conduct import, export and domestic trade.

Pork products are prohibited in Algeria for religious reasons and specific testing and
labeling are required for imports of other meats. Additionally, there is a mandatory
requirement in Algeria that imported products, particularly consumer goods, must be
labeled in Arabic.
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Algeria opened its market to imports of pharmaceutical products in late September
2005. Imports of pharmaceutical products by public health organizations need to
follow relevant technical instructions and regulations. Dispensaries of hospitals or
medical organizations are responsible for import of pharmaceutical products for their
own use. All imported pharmaceutical products must be registered with the relevant
medica care adminigtration.

2.2.3 Export administration

In Algeria, exports of palm seedlings, sheep and historical and ar
are restricted. Exports to Israel are prohibited. In order to boo

logical artifacts
hydrocarbon

Guarantee Company and created the Export Promotion Fu
2.3  Investment administration

Algeria encourages foreign investment
enterprises. The Algerian Foreign |
nonnationals enjoy the same pref
Algeria

Foreign investors an mak ishing a factory as well as
[ vice sector in Algeria. The
Foreign Investment Law guar s can remit thelr profits out

) investors of major investment projects can
or preferential policies or better terms. The
ces to the project based on its specific

giation of Industrial Assembly and Production,
ian Ministry of Industry is required for conducting the
production in Algeria

24.1 Competegt authorities governing trade

In Algeria, the main authorities governing trade include Ministry of Trade, Algerian
Cugtoms, Algerian Nationd Tax Bureau and Algerian Business Regidtration Center.

The Algerian Board for the Promotion of External Trade (PROMEX), an organization
affiliated to the Algerian Ministry of Trade, is responsible for administering the export
of nonhydrocarbon products. The National Export Promotion and Consultation
Committee, under the supervision of the Algerian Prime Minister, is primarily
responsible for formulating export strategy of nonhydrocarbon products, evaluating

10
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this strategy, and advising the government on organizations, legislation and
regulations relevant to non-hydrocarbon products.

2.4.2 Competent authorities governing investment

The main authorities governing investment in Algeria include National Investment
Development Agency (ANDI), Nationa Investment Council (CNI) and Ministry for
Participation and Investment Promotion (MPH!).

ANDI, together with other relevant authorities and organizations 4
promoting, developing and supervisng the investment.

responsible for

Under the direct supervision of the Prime Minister,
forward the development strategies of investment
proposing investment incentive measures to meet
establishing financial institutions and developi
atracting and encouraging investment.

putting

state-owned enterprises and its proc
suggestions on policies of invest i

In order to prevght tax evasion by importers, the Algerian Customs requires that
imports from certain countries including China be sent to the General Customs
Administrationfor valuation. Since this requirement was implemented, there has been
a considerable increase of cases that goods from China were opened by the Customs
for inspection. This has resulted in delays of customs clearance and certain seasonable
commodities have missed the sales season. Therefore, Chinese export companies have
suffered losses, over which the Chinese side expresses concern.

3.2.2 Regulationson return or transshipment of port-stranded goods

11
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According to the regulations of the Algerian Customs, to return or transfer goods
originaly intended for exportation to Algeria, a certificate of regection from the
consignee or the notifying party on the bill of lading needs to be presented, without
which no person (neither the owner nor the exporter) is entitled to return or transfer
the goods. In trading with Algeria, an exporter usually makes delivery to an Algerian
importer after receiving a certain amount of down payment or advance payment. If the
importer rejects the goods or is unable to pay the rest of the amount in a timely
manner when the goods arrive at port, for which the importer refuses to write a
certificate of rejection, neither the owner nor the exporter of the goods is entitled to
return or transfer the goods.

As this regulation makes the certificate of rejection from the cons
for goods to be returned or transferred, if a Situation described as

suffer severe economic losses. Such require
endangers the exporter’ sinterests.

In addition, even if the exporter can obta
he has to go through the compli
submitting relevant documents through a

eral occasions, and none of
The Chinese side expresses

Chinese enterprises have
these cases have been set
concern over this issue, and

ion of mould and applicable foodstuff are too vague. Thereis a
oyld, and only part of them imposes hazards to human health. Most
countries distinggfsh clearly the deep-processed ready-to-eat food from raw food
when defining mould tolerance. Algeria s general and undefined requirement on
mould tolerance lacks scientific grounds. The Chinese side expresses concern.

34 Barrierstotradein services
34.1 Proect bidding

When inviting tenders for engineering projects, the Algerian government usually
requires that foreign bidders provide financing plans or that they bring capital to join

12
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the projects or make investment. Those who fail to meet the requirements are usualy
not awarded the project.

342 Visa

Algeria has a lengthy and complicated procedure to handle working visa applications
filed by technical staff working on engineering projects. To get such visa, an applicant
must go through five levels of authority including the Algerian project manager, the
local labor department, the Ministry of Labor, the Foreign Ministry and the Algerian
Embassy in China. The time-consuming procedure, which takes twg to three months,
has affected the norma business of Chinese companies.

labor department, which is quite inefficient in
have created an unfavorable environment for
Algeria

4  Barriersto Investment

as of Jaghuary 1 2003, the minimum

requirement for registered cap | mpany would increase from
100 thousand di | inar. In July 2003, Algeria published a law
governing the gefgé i rt and export business, which reintroduced
the 100 tho ' ini t for registered capital. In July 2005,

Algeria p ment&y Finance Act, which again raised the
requirement i i @tive from December 26 2005. According to the

tgihe requirement, their business licenses will be
aifected many Chinese trade companies in Algeria as
ed capital of 100 thousand dinar. Inconsistency of

that Algeria can keep its laws and policies consistent so asto
reduce risks for

4.2 Barriersto investment operation

Algeria does not allow foreign nationals to remit their business profits unless they
have been doing business trade for 5 years or above in Algeria. Any violation of the
regulation will result in confiscation of the profits.

Foreign employees in Algeria can transfer a portion of their salaries abroad (generally
about 50%). Foreign investors are allowed to remit their profits within a certain period

of time if they obtain official permission from the General Directorate of Exchange of

13
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the Central Bank. It is reported by relevant enterprises that it may takes longer than
the period required by the law to acquire the permission, which is caused by the lower
efficiency of the General Directorate of Exchange. Therefore, the interests of the
investors would be harmed.

To prevent arbitrage, the Algerian Customs require that banks shall not remit
payments to exporters before receiving a notice from the Customs confirming that
importers have gone through customs clearance. This requirement is applied to
imports from certain countries including China, and can cause delay in payment.
Coupled with the strict restriction on return and transshipment of goods, these rules
have greetly increased business costs to Chinese enterprises.

Additionaly, foreign workers in Algeria are required to pay a vari
social security, which amounts to 48% of the total salar [

return to China after working in Algeriafor one or two year
those benefits. Meanwhile, the fees above mentj
and affected their competitive ability.

14
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Argentina

1 Bilateral traderelations

According to the China Customs, the bilateral trade volume between China and
Argentina in 2005 reached US$5.12 billion, up by 24.8%, among which China s
export to Argentina US$1.32 hillion, up by 55.5% and China s import from Argentina
US$3.8 hillion, up by 16.7%. China had a deficit of US$2.48 hillion. Chinese exports
to Argentina mainly included electro-mechanic equipment, chemicals and light
indugtrid products; main imports included soybean, bean ail, crude ail, leathers, etc.

Executive OrderNapd investment-related aspects of the Constitution of Argentina and
the Business AssoCiation Law No. 19550.

2.2 Trade administration

Argentina acceded to the GATT, the predecessor of the WTO, as early as October
1967. Under the joint efforts of Argentina, Brazil, Paraguay, and Uruguay,
MERCOSUR was formed in 1991. Argentina enjoys a considerably liberalized
domestic market and has hardly any specia restrictions in its trade with other
countries.

15
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2.2.1 Tariff system

Argentina’ s tariffs average approximately 12.7 percent. Import duties are classified
into ordinary and specia customs duties. The latter mainly apply to the imports from
the member countries of the free trade area within MERCOSUR. As a customs union,
MERCOSUR plans to implement full CET product coverage in 2006. Presently, the
ordinary customs duty is gpplied to Chinese imports.

In addition, a 21% VAT and a 9% additional VAT are levied on imports. Both of the
VATSs are imposed on the CIF prices of the import commodity, and VAT must be paid
before the dutiable commodity passes the customs. After out the sad
commodity, the importer may have the amount of the tax paid ded rom the total

and household goods, samples, mails, and articles to
and municipa governments and their affiliates.

2.2.2 Import administration

nitions, plants and related

obiles while pulp, paper products and
rovisional import quotas. Except for

e same legal treatment as nationals do in economic
activities, antghey ¢ opt any business forms allowed by the Argentine legidation.
The forms of yjness organizations may include corporations, limited liability
partnerships, braMChes of foreign corporations, joint ventures, temporary partnerships,
temporary union of companies, €tc.

Foreign companies may invest in Argentina without prior approval. Except for
military areas and military facilities, foreign companies may carry out economic
activities such as industrial, mining, agriculture, commercial, financial, service, and
other activities related to the production or exchange of goods and services. Foreign
investors may at any time repatriate their capital and remit their liquid earnings and
realized profits abroad.

16



Foreign Market Access Report 2006

Foreign investment is encouraged in Argentina. Both domestic and foreign investors
may enjoy General Incentives, Sectoral Incentives and Regiona Incentives that are
adopted to promote productive development and invesments..

2.4 Competent authorities

Argentina s foreign trade is in the charge of the Ministry of Economy and Production.
The subordinate Secretariat of Industry, Commerce and Small and Medium
Companies is responsible for the enactment of the disciplines and surveillance over
the implementation thereof. Under the Secretariat there is an,Office of State
Under-Secretary of Foreign Trade that deals with the routine irs involved in
foreign trade. Argentina s national customs is aso an enforc
regulations and policies governing foreign trade. The Ministry of Fol ffairsisin
charge of the negotiations on economic and trade affair.
the Department of International Economic Negotiati
negotiations.

and publish information on i
collaboration with other relev

matic import licensing be applied to toys and footwear. The
Chinese side h ed that the products covered by the said decisions include some
that are not magliractured in Argentina. As a result, the import of these products
would neither bring any competition to Argentina s domestic manufacturing nor affect
the development of its national industry. Meanwhile, the period alowed by the
decisions for application for import licenses has been found too short for importers to
complete all the relevant procedures. The implementation of the decisions, therefore,
has not only affected the business of Argentine importers concerned, but also hindered
Chinese normal export to Argentina. The Argentine side brought the above- mentioned
measures into operation within 20 days right after consultations with the Chinese side.
While expressing its regret, the Chinese side requires that Argentina restrain itself
from adopting these import measures againgt China’ s exports.

17
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Chinese firms complain of cumbersome certificate of origin requirements, particularly
in the dectronics and textile sectors.

3.3 Barriersto customs procedures

In order to fight against low-priced customs declaration, the Argentine Tax Bureau
(AFIP) amended in August 2005 the standards for the evaluation of imports.
According to the new standards, the customs declaration that is made at or below 80%
of the standard value shall be subject to a punitive additional VAT gnd an income tax
ranging from 3% to 5% and from 7% to 10% respectively. The n andard value of
such products as textiles, toys, footwear, household electrical appli is calculated
as 200% of the origina reference value. Obviously, the new stand
adverse impact on the said exports of China.

In addition, the AFIP requires that the clear;

[ TepléCes and incorporates
d thereby constitutes health
uirements include: sensory
ins, antimicrobial residues,

severa articles contained i
and hygiene requiremen
attributes, toxic metal

building matehgls, textiligs, pharmaceuticals, etc.

In 2005, Argentifta launched four anti-dumping investigations against imports from
China: furfural and products, stainless seamed steel pipes of Austenite iron, tape
measures and screw drivers respectively. It aso called for anti-dumping reviews
against four Chinese products, namely ball bearings, air conditioners, playing cards
and thermos bottles. In addition, it insists on furthering anti-dumping investigation
againg automatic circuit breskers of Chinese make.

In the anti-dumping case against eyeglasses concluded in July, 2004, the Argentine
side set a minimum price of $0.46 per pair of sunglasses imported from China, which
would be maintained effective for three years. Although China and Argentina signed

18
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in 2004 the Memorandum, wherein Argentina officially recognizes China s status as a
market economy, the Surrogate Country approach was still adopted by the Argentine
side during the course of investigation. China hopes that Argentina could correct these
discriminatory practices at an early date, implement the agreement reached between
both sides, and grant the treatment of full market economy status to Chinese
enterprises involved in the anti-dumping case.

Besides, on December 16, 2004, the Argentine government issued Act No. 1859/2004
and Act N0.1860/2004. Of the two legisations, one aims to establish the specia
safeguard mechanism against products from China ard the gther, to impose
guantitative restrictions on Chinese textiles. These two acts h in fact laid the
foundation for Argentina’ s legidation to set up specia safeguar inst Chinese
products. China hopes, therefore, that Argentina would restrict itself i
measures againg imports from China.

3.6 Barrierstotradein services

substantially full market access i [ afeign suppliers of

non-insurance financial services. T : inlihg issue involves
lending limits for foreign ban ' paid-in capital, not
parent bank capital. This ef the rationdle for establishing in branch

form.

There are nationg
education provide
services.

ose their own barriers on the provision of

19
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Egypt

1 Bilateral trade reations

According to the China Customs, the bilateral trade volume between China and Egypt
in 2005 reached US$2.14 hillion, up by 36.1% year on year, anong which China s
export to Egypt was US$1.93 billion, up by 39.3% year on year, while China simport
from Egypt was US$210 million, up by 12.3% year on year. China had a surplus of
US$1.72 billion. China mainly exported to Egypt garments and clothing accessories,
cotton, mart made filaments, plastics and products thereof, organic ghemical products,
mechanical apparatus and parts, motive power machines and jpment, iron and

textile floor coverings, iron and steel, mechanical appar metals,
minerd materials and products thereof.

According to the Ministry of Commerce o hina
(hereinafter referred to as MOFCOM),, the engineering
contracts by the Chinese companies i : illi 2005, and
the number of newly-signed contr [ 36330 million. The
volume of completed labor service ¢ i ( as US$R0,000, and that of

ntractual value of US$990
been signed with a total

5, Egypt had accumulatively invested in 57 projects in China
with a contrac investment of US$59.39 million and an actual paid-up capital of
2 Introduction to trade and investment regime

2.1 Legidation on trade and investment

Legidation relating to foreign trade administration adopted by the Egyptian
government at present mainly includes Import and Export Regulations of 1975,
Customs Law of 1963, and Trade Law of 1999. The Import and Export Regulations

was revised in 2005 and the executive rules of the Import and Export Regulations was

20
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also promulgated. In 1998 Egypt promulgated Law on the Protection of Nationa
Economy from the Effects of Injurious Practices in International Trade along with its
Executive Regulations, which establishes procedures to be followed in anti-dumping,
countervailing and safeguards investigetions.

The main laws governing investment in Egypt are the Companies Law of 1981, the
Investment Guarantees and Incentives Law of 1997 aong with its Executive
Regulations, and Special Economic Zones Law of 2002. Egypt amended its
Companies Law and Investment Guarantees and Incentives Law in 2005.

2.2 Trade adminisration

221 Tariff system

domestic market. Meanwhile, the Custo
on imported products. The 2005 tariff igpr-digit level,
of which 99.8% carry ad valorem défti ) ixed®or seasonal MFN
tariffs do not gpply. Of dl the imported i

The principle of encouraging ' ias, primary products, and
able of being produced domesticaly is fully
tian Customs. Meanwhile, the provisional
ent and sample inspection is practiced

service-ori ries such as tourism companies and contractors to import
equipment, sinTRbify, the procedures of documents for customs clearance provided by
importers and releasing certificates of origin, alow the import of new and
second- hand automobiles from non manufacturing countries. Egypt has adjusted the
tariff rate to 40% on textiles, garments and clothing accessories on which import ban
had been lifted. However, the new Regulations require al the imports should be

labeled with internationd codes.
223 Export administration

All Egyptian products are free to be exported and are not subject to export licensing.

21
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To encourage domestic enterprises to participate in international competition, Egypt
has established the “export incentives fund” in accordance with its Export Incentives
Law to encourage export and to enhance its share in the international market.

There is no requirement with regard to the proportion of local content for export
products from Egypt, but the tariff policies include provisions encouraging local
content. The Customs Law stipulates that a tariff concession of 10%-90% is granted
to the assembly industry when importing components depending on the proportion of
the local content in the assembly industry. The higher the local content, the larger the
margin of concession. Investment projects in the inland of Egypt (including the

export proportion. However, investment projects located in the E

free zones
and specia economic zones are subject to the restriction gn export '

on. Some

2.24 Other related systems

According to the Presidential Decree of K ] e, dl the
Egyptian ports have simplified their p S. The tax
rebate list of 1800 items jointly draft Inis i rade and Industry
and the Ministry of Agriculture speci ted on the foreign

, each importer can be accompanied by
the relevant procedures.

foreign investment. Foreign investors may choose to
the Companies Law or the Investment Guarantees and
Incentives L ing on the types of incentive sought and the areas in which the
investment is t made. Investment can be made through joint-ventures, limited
liability companies, partnerships and “inland investments’. Unlike the Companies
Law which applies to al investment, the Investment Guarantees and Incentives Law
appliesto domestic or foreign investment in certain specified activities or sectors.

Main taxes in Egypt include salary tax, income withholding tax, unified tax on
individual income, corporate profit tax, rea estate tax, customs duties, saes tax,
stamp tax and development tax. Export commodities are covered by the tax rebate
policy which is not applicable to projects in free zones according to the prevailing
Egyptian tax regime.

22
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The Income Tax Law of 2005 stipulates that start-up companies with the financial
support of the Socia Development Fund are entitled to a five-year tax holiday and
those individudly-owned companies are entitled to a three-year tax holiday.

Six free zones of Alexandria, Cairo and Suez, etc. as well as 12 new cities and a
number of industrial zones have been set up nationwide in Egypt. Enterprises located
in these gpecid zones enjoy aseries of preferentid policies.

24 Competent authorities

The competent authorities responsible for trade and investment af:
of Foreign Trade and Industry of Egypt with the affiliated organ
Organization for Import and Export Control (GOIEC) being i e of the
ingpection of al import commodities.

is the Ministry

Affiliated to GOIEC, the Administrative Bureau g

information, issuing certificates of origin, and G i inistration of
the sections in charge of countries of gi in
Department of International Trade SR i preign Trade and
Industry is responsible for countervili and anti-dumping
iSSues.

In line with the Presidentt of Fogign Trade and Industry will
set up the Genera Authority fo o replace the former Generdl
Authority for ENUT OO . main functions include formulating and
of deepening domestic industrialization,
aterials in production, and raising the

convenience for investors, improving the investment
stjal  zones together with the Genera Authority for

The Ministry of #hvestment of Egypt is in charge of foreign investment policies,
coordinating the departments relevant to investment and providing services of dispute
settlement for investors. The affiliated organizations include Capital Market Authority
(CMA), Genera Organization for Insurance Control and the General Authority for
Investment and Free Zones. Affiliated to the Supreme Committee of Investment, the
Genera Authority for Investment and Free Zones (GAFI) is the executive body of
investment, managing foreign investment projects and free zones, taking the
responsibility of formulating and amending the Investment Law, improving foreign
investment environment, examining and approving foreign investment projects,
providing adminigrative and consulting services, and providing information.
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3 Barriersto trade
3.1 Tariff and tariff administrative measures

Since being a full member of the WTO in 1995, the Government of Egypt has
adjusted tariff rates many times on the basis of its accession commitments. Import
duties on 98% products are lower than the overal bound tariff rates. Egypt’ s
prevailing overall bound tariff rates average 38.6% while the average applied tariff is
20.0%.

311 Tariff peak
Import duties vary from 2% to 40% on different import

processing. However, high tariff rates are mai
passenger cars, tobacco and acohalic drinks. The

processed goods.
3.2 Import regrictions
Egypt maintains

sanitary, ang/ ph
poultry (inchtsli

economic, environmental, health, safety,
prohibitions apply to edible offal of
0 hazardous chemicals, certain chemicals
astes. Pursuant to Article 46 of the

3.3 Barriersto customs procedures

According to the Egyptian Customs regulations, to ensure the release of the
consignments to Egypt, al the documents including invoices, certificates of health,
analysis reports and certificates of origin should be notarized by the local notary
offices and be verified by the embassies and consulates general of Egypt in the
countries. However, the Government of Egypt has only set up its embassy in Beijing
and consulate general in Shanghali. Wherever the Chinese export enterprises are, they
have to go to Belijing or Shanghai for the notary procedures and other related issues.
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The requirement increases export costs and causes inconvenience to Chinese
enterprises.

Although the Egyptian Customs has eliminated all customs service fees and charges
on imports, an additional fee of 2% is levied on commodities subject to customs
duties of 5% to 29%; 3% on duties of 30%; and 4% on over 30%.

34 Technical barriersto trade

The Government of Egypt lifted the import restrictions on fabricg and textiles for
commercial use on January 2004 and subjected garments to orem duties (at
present the import duty on garment is 40%). However, in Februar 4, it required
that all enterprises exporting garments to Egypt should register
Authority for Import and Export Inspection of Egypt, ¢ ing that t cts are

Government of Egypt, but garment
Genera Authority for Import and Ex iof . Thé8e regulations have
increased the cost on exporting enterpri j

inspection report notariz I bassies #r consulates genera in the
countries of origin. The Cu

a temperature below —18°C was maintained before export.
ed cotton is subject to fumigation in both its country of

Egypt has initiated atotal of 15 cases regarding trade remedy measures since 1996, of
which 13 are anti-dumping cases while two are related to safeguard measures in the
areas of machinery and electronics, light industry, chemical industry and hardware
and minerds.

On 5 July 2005, the Ministry of Foreign Trade and Industry issued an announcement,
initiating anti-dumping sunset review on two machinery and electronic products

originated or imported from China, which are 1/3 horsepower single-phase electric
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machine mainly used in washing machines and 3/4—25 horsepower three-phase
electric machine mainly used in motive power equipment of air-conditioners.

In January 2006, the anti-dumping Bureau of the Ministry of Foreign Trade and
Industry accepted the application filed by Egyptian domestic enterprises for
anti-dumping investigation into ball-point pens and color pens originaly made in
China

In the anti-dumping investigation into Chinese products, Egypt still regards Chinaas a
“non market economy” and uses a surrogate country to calculate thg normal value of
the Chinese commodities. High anti-dumping duties are levied. T
regretful for this and hopes the Egyptian side to reevaluate Chi
process and grant China full market economy status at an early date.

3.7 Government procurement

bidders enjoy preferential policies co
bidding, if the price offered by the
bidder, it is viewed the same asthe one

3.8 Barrierstotradein
3.8.1 Financial sery

The Egyptian goye S (zation of insurance companies and banks.
ghi | not approve any new banking licenses.
enter the Egyptian market is to purchase

[l a state-owned monopoly. In February 2003, the new
(Law 10) was passed. It stipulates that Telecom Egypt will
relinquish its mon satus as of January 2006.

3.8.3 Trangportation service

Transportation services of Egypt are being liberalized. Pursuant to the Law of 1998,
the government no longer enjoys monopoly in maritime transportation. Private
concessions can operate maritime transportation service including carrying and
delivering of goods, providing supply to ships, ship repair and container businesses.
Private enterprises can also provide services d airports, but private ownership of
airports is not permitted. Private and foreign air carriers may not operate charter
flights to and from Cairo without the gpprovd of the nationd carrier, Egypt Air.

26



Foreign Market Access Report 2006

4 Barriers to investment

The commercia sector of Egypt is not open to foreign investment. Foreign investors
are not permitted to be engaged in cotton planting either. Foreign investment in
military products, tobacco industry, alcoholic drinks and investment in Sinai should
be examined and approved by the competent authorities. Operation in the areas of
publication of newspapers and journas, satellites and remote sensing, companies
affiliated to research ingtitutes are subject to approval by the Council of Economic
Ministers. Opening supermarkets and franchise stores should be examined and
approved by the specia committee.
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Australia
1 Bilateral trade relations

According to China s Customs, the bilateral trade volume between China and
Audtralia in 2005 reached US$27.25 hillion, up by 33.6%, among which China s
export to Australia was US$11.06 hillion, up by 25.2%, while China s import from
Australiawas US$16.19 billion, up by 40.1%. China had a deficit of US$5.13 billion,
US$2.41 billion more than that of last year. China mainly exported machinery tools,
electromechanica and electric products, audio-visual equipmegt, garments and
knitwear, seats, furniture, articles of funfair, oils, plastics, cases ags, tyres, etc.
Major imported products of Chinafrom Australia included mineral ts, artificial
corundum, aluminum oxide, aluminum hydroxide, basegmetal and
textile materials such as wool and cotton, raw skins [ uine
animals, ceredl, etc.

According to the Ministry of Commerce (hereifie ed | ), the
turnover of engineering contracts compl § ic8gn Australia
reached US$ 17.38 million in 2005, o jned‘contracts was

US$54.17 million. The volume of co jce coopeg@tion contracts was
US$2.77 million, and that of t ggeP0peration contracts

contracts completed by t awas US$260 million, with
a total contractual volume U me of the completed labour
service contracts [CR 8 million, with the total contractual volume of
US$140 million.

Approved [ e M@FCOM, 16 Chinese-funded non-financial
enterprises 3, Australiglin 2005, with a total contractual investment of

, Australian investors invested in 692 projects in China in
2005, with aco ual volume of US$2.7 billion and an actual utilization of US$0.4
billion. By the efd of 2005, Australia investors had accumulatively invested in 7,501
FDI projects in China with a contractual volume of US$14.74 billion and an actua
utilization volume of US$4.48 hillion.

2 Introduction to trade and investment regime

2.1 Legidation on trade and investment

2.1.1 Legidation on trade administration
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Major trade-related legidlation in Australia consists of Customs Act 1901, Trade
Practices Act 1974, Customs Tariff Act 1995, Excise Tariff Act 1921, Excise Act
1901, A New Tax System (Goods and Services Tax) Act 1999 and other relevant
decrees and regulations. Among the aforementioned six laws, four were amended in
2005, except the Excise Tariff Act and Excise Act. Amendments were also made to
Trade Marks Act 1995, Copyright Act 1968, Customs Regulation 1926, Customs
(Prohibited Imports) Regulations 1956, Customs (Prohibited Exports) Regulations
1958, Australian Meat and Live-stock Industry (Export Licensing) Regulations 1998,
and Imported Food Control Regulations 1993.

2.1.2 Legidation on investment administration
Major legidation governing foreign investment includes Foreign
Takeovers Act 1975, Foreign Acquisitions and Takeov
Acquisitions ard Takeovers (Notices) Regulations. A
former two laws and regulations in 2005. In additi QEiwo N
Australian Communications and Media Aut
Investment Company Act 2005.

jsitions and

2.2 Trade adminigtration
221 Tariff system
2.2.1.1 Average tariff level
Though the overal tariff | [ ja is fairly Igw with average tariff rates
parts and components of
ite the reduction in 2005,

overnment based on the merits of the situation. As to import
d preferential rate are adopted. Countries to which preferential
rate is applied afe classified into 9 categories, each of which is subject to different
rates. China falls under the category of Developing Country specified in Part 4 of
Schedule 1 of Customs Tariff Act 1995. For countries and regions which do not fall
within the abovementioned 9 categories, MFN rate shal apply.

Besides, Australia adopts tariff concession system for imports, where concessions are
allowed to be made on certain imports provided that non substitutable goods were
produced in Australia in the ordinary course of business. Tariff concessions are listed
in Schedule 4 of Customs Tariff Act 1995.
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With regard to export, no duties are levied except on coal and uranium. In cases
where imported products are re-exported, one may ask for a refund of import duties
and excise. The same shall apply to the export of new and unused imported goods,
manufactured goods which contain imported components, or the import of products
for the purpose of processing.

2.2.2 Import prohibition and restriction system

The Australian Government controls the importation of certain goods into Australia.
The controls either take the form of an absolute prohibition or gt restriction. The
importation of 4 categories of goods, namely, dangerous brecOSERf dogs, human
embryos, suicide devices, and rough diamonds from Liberia is progi¥iied while the

that contains excess amounts of toxic compounds iS“resg
amendments made by the Australian Government g

exports include suicide devic
while restricted exgot i

ted €xports. Exportation of the abovementioned
gpprova of competent authorities.

An IRA is ofterf required by Biosecurity Australia (BA) for products of plant and
animal origin where there is no quarantine policy or a significant change in existing
guarantine policy is to be considered. Specific processes of an IRA are set out in The
Import Risk Analysis Process Handbook. For instance, an IRA would be conducted
for new commodities that have not previously been imported into Australia and
commodities that are already imported but the import request is from a different
country/area with a significantly different pest and disease status so as to identify the
possible quarantine risks.

30



Foreign Market Access Report 2006

2.3 Investment administration
The Australian Government encourages foreign direct investment but still maintains a
system of examination on foreign investment. The types of proposals by foreign
interests to invest in Australia, which require prior approval and therefore should be
notified to the Government, include: (1) acquisitions of substantial interests in
existing Australian businesses, the value of whose assets exceeds A$50 million or
where the proposal values the business at over A$50 million; (2) proposas to
establish new businesses involving a total investment of A$10 million or more; (3)
takeovers of offshore companies whose Australian subsidiaries or assets exceed A$50
million; (4) direct investments by foreign governments and their cies irrespective
of size; (5) aquisitions of interests in urban land including int that arise via
leases, financing and profit sharing arrangements and the acquisitl interests in
urban land corporations and trusts.

large proposals are approved unless judged
Audrdia

2.4 Competent authorities

subordinate agencies that d
Australian Trade Commissi
development; Australian opment is responsible for
managing the Australian Gov

Biosecurity raia¥s responsible for conducting IRAS, gathering scientists and
technical speci to develop a new quarantine policy, and provides scientific and
technical advice and support to enhance Australia’ s access to international animal and
plant related markets. Australian Quarantine and Inspection Service (AQIS) inspects
incoming luggage, cargo, mail, animals and plants and their products, and provides
ingpection and certification for arange of exports.

Food Standards Australia New Zealand (FSANZ), established according to the 2002
amendment to Food Standards Austrdia New Zealand Act, is a bi-national
independent statutory authority that develops food standards for composition, labeling
and contaminants, including microbiological limits, that apply to all foods produced
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or imported for sdein Austrdiaand New Zedand.

AQIS and FSANZ jointly run the Imported Food Inspection Scheme. While FSANZ
develops food risk assessment policy, AQIS has operational responsibility for

ingpection and sampling.

The Foreign Investment Review Board under the Australian Government Department
of Treasury examines proposals by foreign interests to undertake direct investment in
Australia and makes recommendations to the Government on whether those proposals
are suitable for approva under the Government’ s policy. At the time, the Board
provides guidance to foreign investors, but its functions are advisory onl

Resources (ITR) and Austrade, is in charge of attr
investment. Its mandate is to showcase the sound igues

operations around the world.

3 Barriersto trade

3.1 Tariff and tariff administ
Although the Australian
passenger motor vehicl ' and foot e, the tarlff rates for these

ange in the ID threshold for air and sea cargo from A$250
impact on the provision of air cargo clearance by AQIS staff.
gioesn’ t think the statement well justified and remains concerned

to A$1000 ha®a grealt
The Chinese side
over the matter.

3.3 Sanitary and phytosanitary measures

331 IRAs

An import application shall be filed before animal and plant products from any
country enter Australia. Based on the application, BA shall conduct an Import Risk
Analysis. Goods can only be imported if the risk level after proper control is deemed
acceptable by the Australian authority. Otherwise, import is banned if an application
is not filed, or an IRA is not conducted, or the IRA isn’ t finished, or the risk level is
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deemed unacceptable. However, an IRA is usually time-consuming and involves too
many technical standards. Besides, a separate IRA is required for goods of the same
category from a different area of the same country.

On October 4, 2005, BA announced the Final Extension of Policy for the Importation
of Pears from the People’ s Republic of China, granting approval for the importation
of Pyrus bretschneideri from Shaanxi Province, Pyrus pyrifolia from Hebei and
Shaanxi Provinces, and Pyrus sp. nr. communis from Xinjiang Uighur Autonomous
Region, in addition to the previous import permit granted to fresh pear fruit including:
1.Pyrus bretschneideri (Hebel and Shandong Provinces only);42.Pyrus pyrifolia
(Shandong Province only); 3. Pyrus ussuriensis (Shandong Pr&iigce only).While
welcoming the new policy, the Chinese Government till believes i stringent a
system to conduct an IRA on fresh pear fruit based on t her than
the country of origin.

| hawe their food inspected at the initial rate of
r five consecutive consignments have passed
ed a a less intense rate of one in four

rate of approximately 10 per cent by country-of —origin.
rveillance Category is selected at the rate of 5 percent by tariff

At the end of each year, AQIS conducts an annual review of the classification of the
above three categories. In August 2004, AQIS reclassified Risk Category food and
placed mushrooms (canned) and soy sauce under the Random Surveillance Category
while sesame seeds and sesame seed products, formerly under the Active Surveillance
Category, together with pistachios and any food that contains pistachios formerly
under the Random Surveillance Category, were classified as Risk Category food. On
December 1, 2005, AQIS conducted another review of the classification. However, no
consderation was given to the above four types of food.
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It is worth noting that the Australian government failed to produce any scientific
reasons for classifying food into the above three categories, nor did the Government
give justifiable explanations for frequent changes in the classification. While
welcoming the classification of canned mushroom and soy sauce as Random
Surveillance Food, the Chinese Government expresses concern over sesame and
pistachios, which have been regrouped into the Risk Category.

3.3.3 Requirements for poultry hatching eggs
On November 17, 2005, Biosecurity Australia issued an emergenc

Type A avian influenza virus with negative r&eults
when the exporting country certifies freedom fro
influenza. These conditions take effect immedi
Chinese side attaches close attention to the

asnursery stock
As from 9 May 2005,
airfreight  perishable
commodities/coun

pofted prawns by the number of batches

ent of AQIS for imported prawns, documentation from the
exporter, suppli competent authority verifying the number of batches in the

consignment must be provided to AQIS as each batch must be tested on arrival for

white spot syndrome virus. A batch is defined as a processing run of a single lot of

raw materials, or as one species of prawns caught during one continuous fishing

period, or as prawns raised in the same pond of an aquaculture establishment. Prawns
must be packed separately for inspection according to different batches. If the number
of batches cannot be determined from documentation, a full unpack and inspect may

be required in order to determine the number of batches. This inevitably has a great
impact on China, which export in large quantities prawns of various kinds to Australia.
Therefore, the Chinese side expresses concern over the matter.
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3.4 Trade remedies
According to statistics, between 1982 and 2005, Australia launched 43 antidumping
investigations against Chinese exports including chemicals, foodstuffs and produce,
minerals and mining products, iron and steel products, involving an approximate
vaue of US$110 million.

By the end of 2005, altogether 8 antidumping cases ended up with the Australian
Government’ s decision to impose antidumping duties on Chinese exports, involving
glass (clear float and plain float), steel shelving kits, sodj metabisulfite,

subject to rules governing transition
government also made some amend
with market economies. In addj ificati iNte Ons were also made

amount of grants'to the domestic textiles, garments and footwear. From July 2004 to
June 2005, grants under the Textile, Clothing, and Footwear Strategic Investment
Progranme (TCF Scheme). Scheme were given to the above industries by the
Australian Government in order to promote equipment updating, R&D, and
production in these industries. The budget outlay during the above period was A$142
million. The budget outlay for the 2005/06 financial year (from 1 July to 30 June) is
A$214. The continuous subsidies granted by the Australian Government in large
amount to these industries have weakened the competitiveness of Chinese textiles,
garments and footwear in the Australian market, thereby adversely affecting the

35



Foreign Market Access Report 2006

Chinese exportsto Audrdia

In 2005, the Austrdian Government continued to implement Automotive
Competitiveness and Investment Scheme (ACIS) which is to promote competitiveness
and encourage investment, R& D and innovation in the Australian automobile industry.
ACIS, according to the Australian Government, shall remain effective until 2015.
Under ACIS, participants of the Scheme, including motor vehicle producers (MVPs),
automotive components producers, automotive machine tools and tooling producers
or automotive service providers, may receive duty credits which can be used to pay
customs duty on certain eligible imports. Duty credits are earn n the basis of a
percentage of eligible production, eligible investments in plant equipment, or
eligible investments in R&D. Assistance provided in financia y:
July to 30 June) was A$569 million. This has weak
Chinese automotive exports to Australia, over whic
concern.

3.6 Other barriers
Marketing for ailmost every kind of bulk

the State of New South gar Limited (QSL). These
corporations and agenci 1alizeN only andl enjoy monopolized trading

rights by law. For some sensit d rice, there is no domestic
market as these go@d 1 export. Therefore, the State-owned corporations
in charge of thegé degree of monopoly, for instance, AWB
purchases while The Rice Marketing Board

Australia on bulk goods, to a certain extent, has
nature a disguised protection to its agricultural

The Australian Government imposes a series of restrictions and conducts detailed
examinations on investment proposals in certain sensitive sectors, mainly including
residential  real estate, urban land, civil aviation, arports, shipping,
telecommunications, banking, media, tourism. The dominant criterion of foreign
investment examination is “ Australian National Interests’. But it’ s considered that the
“Australian Nationa Interests’ criterion is enabling excessive discretionary power,
and certain examination and approval procedures lack transparency, which has
impeded the access of foreign capital into Audtrdia
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4.1 Media services
Audrdia has st up a celling for foreign ownership in media services.

a. Broadcasting services: Proposals for a foreign person to acquire an interest in an
existing broadcasting service or to establish a new broadcasting service are subject to
case-by-case examination. A foreign person must not have company interests in a
license that exceed 15% or 20% in aggregate held by two or more foreign persons.
The number of foreign directors shall be no more than 20% of the total number of
directors; foreign investors are not allowed to exercise control of the commercial
television broadcasting license. A foreign person is not alowed b have company
interests of more than 20% in a subscription television broadcast icense, and the
aggregate interests held by foreign persons must not exceed 35%. '

interest (non-portfolio) investment/involveme
newspapersis 30% with any single forel imi 3 UM interest

4.2 Telecommunications
The Australian Govern
(Telstra) with the remainder o
ingtitutional and K VICE@ial
restricted to 35%

of Telstra Corporation Ltd
privatized company held by
Aggregate foreign ownership of Telstra is
iy and individual foreign investors are only
f the privatized equity.

d cross ownership between Sydney airport (together

with Sydnég\W urne, Brishane and Perth airports.

4.4  Shipping

For a ship to be fegistered in Australia, it must be majority Australian-owned, unless
the ship is designated as chartered by an Austraian operator.
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Brazil
1 Bilateral trade reations

According to China Customs, the bilateral trade volume between China and Brazil in
2005 reached US$14.82 hillion, up by 20%, among which China s export to Brazil
was US$4.83 hillion, up by 31.4%, while China’ s import from Brazil was US$9.99
billion, up by 15.2%. China had a deficit of US$ 5.16 billion. China mainly exported
coal, coke and semi-coke, electro-mechanic products, electric appliances and
electronic products, high- and novel-tech products, electronic technglogy, textile yarn
and related products, diode and similar semi-conductor parts, anic equipment,
meters and instruments. China s major imports from Brazil inclu i
concentrates, soy beans, steel billet and primarily forged steel pi
steel plates, paper pulp, soy bean oil, edible pl
concentrates, crude ail, etc.

was US$ 430 million, and no new |
2005, the accumulated turnover of
companies in Brazil reached
US$620 million, and the vg

Twelve Chinesef
from or registere
contractual i
2005, therd
Brazil with a t§i8

of US$140 millia

2 Introduction to trade and investment regime

2.1 Legidation on trade and investment

There is not a comprehensive trade law in Brazil. Its main import measures have been
included in the Import Regulations while export measures in the Export Regulations.

The main investment-related legidation is Brazil’s Congtitution, the Foreign
Investment Law and Labor Law.
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2.2 Trade administr ation
2.2.1 Tariff system

Brazil is a member of MERCOSUR, a customs union comprising Argentina, Brazil,
Paraguay, and Uruguay. Full Common External Tariff (CET) product coverage is
scheduled for implementation in 2006. CETs range from zero percent to 35 percent ad
valorem, with alimited number of country-specific exceptions.

Decisions No. 5
06 to 2% on the
had fallen in
domestic

In February 2005, the Brazilian Foreign Trade Commission p
and No. 6. By Decision No. 5, import tariffs were brought fro
capital goods, information and communications products that origi
the category of CET exceptions and that had been proved beyond

in M ERCOSUR countries.

In December 2005, the President of

including farming tractors, st [ Spares, pump spares,
non-electrothermal  furnac oratories, machines for
manufacturing leather pr [ i lurgy, coking and foundry,

t requires that all imports be subject to import licensing,
automatic import licenang.

is administered upon those nontrade-restrictive imports. The
submission of application and the customs declaration can be made at the
same time. The Mcense, if approved, will be issued automatically. Non-automatic
licensing is administered upon those commodities or imports that are under the
control of the Government. The application form shall generally be submitted before
shipment, or before customs declaration in some cases. Its approval procedures are
complicated, for documents and certificates shall be provided for counter-signature of
relevant authorities.

The Secretariat of Foreign Trade (DECEX) under the Ministry of Development,
Industry and Foreign Trade is responsible for examination of the application for
nonautomatic import licenses. Generally the validity of nonautomatic import
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licensesis 60 days.
2.3 Investment administration

The Brazilian government encourages foreign investment and grants foreign
companies nationa treatment. Constitutional amendments passed in 1995 eliminated
the distinction between foreign and national capital and the Constitutional Law now
mandates the same legal treatment for national capital and foreign capital invested in
the country under the same circumstances, and prohibits all forms of discrimination
not explicitly foreseen in the Law.

Brazilian National Treasury under the Ministry of Finance declar
released in December 2005 that Brazil had been seeking for furt
since the National Monetary Commission implement by in 2
encourage foreign investment in Brazil’ s capital market i
indude:

communiqué

ingtead of to indtitutiond investors only,
(2) Streamlining registration proced LN 0P that had to
be conducted respectively wi Commission for
investment and the Federal Tax ini C entity into asingle

on-line registration with Sion only. As aresult,
the time needed has b m 30 days t§ no more than 24 hours. The
on-line registration

public bonds ca

fixed income securities and non-fixed income
outward remittance of profits.

redit Security Committee under the Foreign Trade
up the release of loans and promote foreign trade.

authorities governing the sector of foreign trade. The Ministry
of Agriculture, jstry of Finance, and Ministry of Health are partly involved in the
administration offforeign trade. Subordinate to the Ministry of Finance, the Federa
Taxation Administration is responsible for Brazil’ s customs affairs, including making
and implementing customs policies, imposing duties, and conducting customs
upervison.

On 25 January 2005, the Brazilian Government declared the establishment of the
National Commission for Industriadl Development and Industrial Development
Administration, new government bodies in charge of affairs of its nationa industry.
The said Commission is entrusted with policy-making for industry, science and
technology, and foreign trade, formulation of measures concerning industrial
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development, infrastructural construction, and enhancement of manufacturers
competitiveness and policies affecting project credits. Directly responsible to the
President, the Commission comprises 13 ministers, the President of National Bank for
Economic and Social Development, and other 14 members representing private
sectors and laboring people.

The Industrial Development Administration serves as a promoter of the
implementation of the policies encouraging industrial development, especialy the
job-creating industrial policies by coordinating policies for foreign trade and science
and technology. Under the direction of the Ministry of Development, Industry and
Foreign Trade, it is made up of a review commission, a supervisi@ commission and
an executive body.

3 Barriersto trade
3.1 Tariff and tariff administrative measures

CETs significantly influence agricultural ‘ ‘ computer and
telecommunications equipment from Cl ; iemposed by

ister with the Secretariat of Foreign Trade (SECEX) to access
puterized trade documentation system. SISCOMEX registration
requirements are‘onerous, including a minimum capital requirement. In addition, fees
are assessed for each import statement submitted through SISCOMEX.

Most imports into Brazil are covered by an "automatic import license" regime.
Brazil's non-automatic import licensing system includes imports of products that
require authorization from specific ministries or agencies such as beverages (Ministry
of Agriculture), pharmaceuticals (Ministry of Health), and arms and munitions
(National Defense Ministry). Although a list of products subject to non-automatic
import licensing procedures is published on the Brazilian Ministry of Development,
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Industry and Trade website, specific information related to nonautomatic import
license requirements and explanations for rejections of non-automatic import license
applications are lacking. These measures have made importing into Brazil less
trangparent and more cumbersome for China s exporters.

3.3 Barriersto customs procedures

In December 2005, a meeting held at the Brazil’ s Presidential House came to an
agreement on the problems faced by Brazilian footwear manufacturing and the
measures to settle the crisis, including the “gray passage” inistration over
footwear imported from China, by which Brazilian customs exercise more
stringent supervision on import documents and goods so as to di and penalize
the intended discrepancies between goods and documents or Io customs
declaration. Moreover, there are possibilities of taking i
footwear imports from China.

3.4 Technical barriersto trade

In June 2005, Brazilian Ministry of
efficiency of three-phase induction
standards for the described motors.

ction and Supervision Administration drafted a
requi rements for the goods to be steeped or

In June 2005, ijian Secretariat of Animal and Plant Health released a quarantine
requirement for #imported wood products and byproducts for consumption and
commercial use. This has raised the export threshold of relevant Chinese products to
Brazil.

3.6 Trade remedies

Since its first anti-dumping investigation in December 1989 on products from China,
Brazil has filed 21 anti-dumping investigations on Chinese imports up to the end of
2005. More than ten lines of products have been subjected the said investigations,
among which are electromechanic products, hardware, chemicals, light industrial
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products, textiles and foodsiuffs.
3.6.1 Anti-dumping measures

In July 2005, Brazilian Foreign Trade Commission ended the review of anti-dumping
investigation on Chinese thermos and decided to continue levying an anti-dumping
duty of 47%. In August 2005, the Commission decided at its meeting to implement
another anti-dumping measure against Chinese bicycle tires by imposing an
anti-dumping additional tax of $0.15/kg. In August 2005, Brazilian Foreign Trade
Commission decided that the coverage of the metallic magnesium products made in
China subject to additional anti-dumping duties be extended to i de the products
with magnesium content lower than 99.8%, the rate being US$1. this measure
cameinto effect as of the date of promulgation and expires on 10 Octob

The review of Glyphosate case was the first anti-dum
enterprises responded to since Brazil recognized

case to an end as soon as possible,
economy status of Chinese enterpri
this case.

3.6.2 Safeguard measu

validity was Although 101 countries and regions are
i other mgor exporting countries are the
CET of 20 %, Brazil imposes an additional duty
December 2005, and the rate stays at 8% from 1
Ina has launched negotiations with Brazil on the
O and on other occasi ons, but no obvious progress has

of

3.6.3 Special safeguard measures

In October 2005, the Brazilian President signed two bills of special safeguard
measures against Chinese products. The special safeguard measure against Chinese
textiles is to be valid until 31 December 2008, and that against other Chinese
commodities valid until 11 December 2013. According to the bills, the Brazilian
government shall process the application for special safeguard measures filed by
enterprises or industries within 30 days by negotiating with relevant Chinese parties
with a view to reaching agreements on avoiding or mitigating injuries possibly caused
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to related Brazilian sectors. If the negotiations lead to no agreements, Brazil is to
conduct investigations. As far as textiles are concerned, Brazil wishes Chinato restrict
its textile exports to Brazil immediately and to guarantee the export increase of no
more than 7.5% within 12 months.

3.7 Governmen procurement

Brazilian federal, state and municipal governments, as well as related agencies and
companies, in general, follow a "buy nationa” policy. Law 8666 (1993), which covers
most government procurement other than informatics and telgcommunicatiors,
requires non-discriminatory treatment for al bidders regardless
origin of the product or service. However, the law's implementin
consderatlon of nonprlce factors glvmg preferences to certaln g

including favoring dom i over |mported refurbished
[ i ' i pation in procurement bids
the energy and construction

{inancing. BNDES provides capital financing to Brazilian
companies for, @gang other things, expansion and modernization projects as well as
acquisition or legng of new machinery and equipment. The goal is to support the
purchase of domestic over imported equipment and machinery.

3.9 Barriersto tradein services
391 Audio-visual services

Foreign ownership of cable companiesislimited to 49 percent, and the foreign owner
must have a headquartersin Brazil and have had a presence in the country for the
prior 10 years. Foreign cable and satdllite televison programmers are subject to an 11
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percent remittance tax; however, the tax can be avoided if the programmer invests 3
percent of its remittancesin co-production of Brazilian audio-visua services.

Law 10610 (2002) limits foreign ownership in Brazilian media to 30 percent,
including the print and “open broadcast” (nontcable) television sectors. Open
televison companies also have a regulation requiring that 80 percent of their
programming content be domestic in origin.

3.9.2 Banking and other financial services

(accept the Fifth Protocol). Brazil is potentially South [ jnsurance
market. However, foreign participation is limited to
company and to one third of its voting stock. Brazil maint
reinsurance monopoly through the Brazil Reingdf

shipping companies wish to effect marine insu
submit information to IRB indicating that tf

obtained prior to the i tical gpatent. This requirement is
inconsistent with Ag

years to work
sde has expr

ough the backlog of patent and trademark applications. The Chinese
deep concern over those issues.

4 Barriers to invessment

Restrictions to foreign investment gply in a number of areas. The prospecting and
mining of mineral resources may take place only with authorization or concession by
the Union, in the national interest, by Brazilians or by a company organized under
Brazilian laws and having its head-office and management in Brazil. The prospecting
and exploitation of hydrocarbons, as well as their refining, importation and
exportation, and ocean and pipeline transportation are under State monopoly.
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However, with the exception of activities linked to nuclear energy, the State may
contract out the execution of these activities to state-owned or private enterprises.

Foreign investment in highway freight transport is limited to no more than one fifth of
the capital stock with voting rights. The enterprise must be organized as a joint-stock
company and its capital must be represented by registered shares. In road transport,
foreign ownership is limited to 20% of capital without voting rights, for companies
established in Brazil after 7 November 1980. International road transport is reserved
to companies with more than half of capital with voting rights held by citizens of the
seven member countries of the International Land Transport Agreggent (ATIT), and
of the Latin-American Integration Association (LAIA).

forms in Brazil. Only Brazilian individuals or corporations
with principle domicile and real effective sedl Brazi
vessels. In telecommunications, concessions to
transmission through satellites may only Jbe of
administered in Brazil. General mai i
monopoly. Special deliveries may [ berating in Brazil
under Brazilian legidation.

Brazil’ s tax revenue, asr i report by & Brazilian Revenue Program
Institute, accounted for 36. razilian governments at all
levels promulgated ning taxation during the six
years from Octobg” 199 2004. The development of Brazilian domestic
enterprises and fdlieign inv een impeded by such factors as heavy tax
burdens andgounti@ss tax reguld ot only intricate but also contradictory
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Russian Feder ation

1 Bilateral trade relations
According to the statistics from China Customs, bilateral trade volume between China
and Russia reached US$29.1 hillion in 2005,up by 37.1%. Specifically, Chind s
exports to Russia amounted to US$13.21 billion, up by 45.2%, while China’ s imports
from Russia came up to US$15.89 hillion, up by 31.0%. China had a trade deficit of

US$2.68 billion with Russia. China mainly exported to Russia such consumer goods
as clothing, leathers, machinery and electronic equipment, luggage, and footwear,

while Russia mainly exported to China such products as minerals, ign and stedl, fuels,
timbers and chemicas.

engineering contracts fulfilled by Chinese companies
million, and the rew contracts for engineering prgj

Statistics from Ministry of Commerce of China indicate that, in 2005, Russia
invested in 162 pfojects in China with an amount of contracted investment of US$300
million and a utilized amount of US$80 million. By the end of 2005, Russia had
directly invested in 1849 projects in China with an amount of contracted investment
of US$1.4 hillion and a utilized amount of US$540 million.

2 Introduction to trade and investment regime

In 1993, Russia submitted its application for joining the World Trade Organization
(WTO) and made a breakthrough in the negotiations on its accession to the WTO in
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2005. Currently, Russia is engaging in the critical negotiations on the reduction of
import tariffs on agricultural and industrial products and on the liberalization of its
requirements for access to labour markets. Russia is expected to become a full
member of the WTO in 2006. Upon accession to the WTO, Russia is to make
adjustments in its tax policies in compliance with the principles of MFN treatment
and nationd trestment, and cut its customs duties progressively.

2.1 Legidation on trade and investment

211 Legidation on trade administration

Russia s laws and regulations related to the trade administration of include the
Customs Code of the Russian Federation, the Law on

Technical Regulation,Federal law On the Fundam

Besides, there are some other import
Law on the Inspection of Certificat

rt Development, the List of
al Law on Special Permits,

on Export Controls, the F
Products for Foreign Tra
the Law on Electronic and
Dual-use Commoditié from the Russian Federation,

e Incorporation of Licensed Banks as a
substitute fol i@hs on Licences for Imports and Exports of
POulations specify the measures for the application
ounce the categories of licences to be granted, and list the

lations on the Import and Export of Pharmaceuticals were
promulgated to e the Law on the Import and Export of Pharmaceuticals issued
in 1998. The new regulations stipulate that the applications submitted to the Ministry
of Economic Development and Trade for import licences for pharmaceuticals should
be based on the feasibility conclusion on the granting of import licences made by the
Russian Federa Hedlth-care and Socia Development Agency asto.

In September 2005, the Russian Government issued the Regulations on Imposition of
Supervision over Customs Houses in Respect of the Implementation of the Relevant
Laws and Regulations on the Calculation and Collection of Customs Duties and on
the Determination of Customs Values. As stipulated in the Regulations, the Ministry
of Economic Development and Trade and the Ministry of Finance are to supervise and
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monitor Customs Houses in order to prevent any violation and poor enforcement of
laws in the process of calculating and collecting customs duties and in the process of
determining customs values, and an inter- ministeria-agency supervising body is to be
established s0 as to solve problems which may arise in this regard.

2.1.2 Legidation on investment administration

Russian laws governing the administration of investment include the Foreign
Investment Law, the Law Governing Agreements on Product Distribution, the Land
Code, the Law on Circulation of Farming Land, the Law on the Limited Liability
Company, the Law on Joint Sock Company, the Law on Advertisiiig, the Law on the
Interest Protection of Legal Entities and Individual Proprietorsin lementation

ces was
reviewed at government meetings, al the [ which were
approved. The draft law has been pro, The proposed law
requires that (1) the competent feder@l agenci

resources augmented in terms of co ic agreements be
signed to regulate the relation: Of mineral resources so

as to improve the transpargftiCy with r i t; (3) the procedures for
transfer of the right to u ' through a clear definition
of contractual relatiggshils;

mulgated the Federal Law on Specia
both domestic and foreign enterprises
types of special economic zones (SEZ): SEZ for
0 an area of 10 square kilometers) and SEZ for
pN (each limited to an area of 2 square kilometers). The life

of the S ¥ and no extension will be entertained. Within the SEZ, a
customs sys fade is to be adopted, and this means that both imports of
foreign enterpfig exports of domestic enterprises are exempted from customs

duties. In an indWStrial production zone, the validity of the agreement on higher
value-added processing is 10 years, and the total amount of capital involved should
not be less than €10 million with the lowest amount of investment for the first year
being € 1 million. And there will be no restrictions on investment in a technological
dissemination zone. The Russian government is now considering making an
amendment to this law and intends to include harbor-type SEZ and tourism and
recreation SEZ.

Promulgated together with “Federal Law On Amending Certain Russian Laws in
Connection with the Adoption of the Federal Law on Specia Economic Zones in the
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Russian Federation”, in which it is specified that ssimplified procedures shall be
applied to the calculation of the expenses of scientific research and design testing and
the calculation of the depreciation of the fixed assets of those enterprises registered in
industrial production zones, and that the requirement for an enterprise to limit the
transfer of its loss to the next tax year by only 30% shall be eliminated. According to
the Amendments, enterprises registered in technological dissemination zones shall be
subject to a uniform social tax of 14% and enterprises in SEZs shall be exempted
from property taxes and land taxes within 5 years of establishment.

2.2 Trade regime

221 Tariff system

According to the Russian Tariff Schedule, Russia Cudlo
imports from countries enjoying MENT, but impog
to a tariff rate twice the level of the base ratg
Commonwealth of Independent States (herei
signed free trade agreements with Ru

countries under the Generalized Syst
rate and Chinais among those cougtries.

Currently, Russa aver
valorem tariffs are applled t
compound tarlffs tQ

an a 10%-11%, and ad
ts while specific tariffs and
ng the recent years, the variety
has been gradually increasing. In addition,
imports, such as agricultural products

duties in July 1996, but restored imposition of
ort dut|05 in January 1999 on the following products: coal,
PCessed oil, nonrdenatured alcohol, certain chemicals,

As stipulated in t ederal Customs Code, imports and exports are subject to import
and export customs duties, VATs and excise taxes are applied to import goods (except
those otherwise specified). According to the provisionsin the Tax Code, imports such
as certain foodstuffs and articles for children are subject to a VAT of 10%, and other
imports are subject to a VAT of 18%; imports subject to an excise tax include raw
material acohol and articles thereof, edible alcohol and articles thereof, manufactured
tobacco, cars and motorcycles with an engine capacity exceeding 112.5 kilowatts,
gasoline, fud diesd, engine oil and direct didtilled gasoline,

In addition, some mports are also subject to special customs duties, anti-dumping
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duties, or compensation duties, the rates of which are separately specified.

Customs controls in Russia usualy takes place by examining documents or
certificates and the contents; making oral inquiries, obtaining written explanations;
conducting customs surveillance; inspecting cargos and the transporting tools;
checking personal identity; examining special labeling and identification codes, and
meaking ingpection tours to customs facilities or around customs territories.

2.2.2 Import administration

2.2.2.1 Import quotas and licences
The Law on Quotas and Licences for Imports and Expo

should be submitted to the Ministry of Economic Develfp
for the import of products affecting national secugity and

Russia prohibits the sde of im [ iani iopsin itsterritory.

Russia also prohibj [ audio-visual products and
: [ [ labels or bar codes for bar code labels in its

mpulsory Certification issued by the Federal Customs in
includes animals and plants and their products, foodstuffs,
oholic beverages, textile materials and textile goods, machinery
and mechanic equipment, and audio-visud apparatus.

2.2.2.3 Foreign exchange controlsover imports
Russia requires that importers open accounts in authorized banks and the amount of

freely convertible currency remit outside territory be equivalent to the amount of ruble,
and subject to amaxima banking charge at 0.15% of their contract vaue.

2.2.3 Export adminigtration
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Russia exercises its export administration mainly by issuing export quotas and
licences.

2.2.3.1 Export quotas and licences

Russsia imposes export quotas and licences on three categories of products, and they
are products subject to quantitative restrictions under international agreements, special
products affecting the interests of the state, and products in relatively large demand in
the domestic market. Export quotas are distributed mainly throdoh tendering and
auctioning. Where there are surplus quotas after distribution, th be granted on
the basis of export performance.

2.2.3.2 Export controls on products for military-and-

Export licences must be obtained for the export L Ies,
while the issuance of such licences is ba is in
conformity with internationa obligations that '

price of exports. Howev
since March 1996. Curren

is no longer compulsory
only to such products as

e territory of the Russian Federation should not be
orded to domestic investors, unless otherwise specified in

foreign-fundgd cormmigrcial establishments are entitled to special favourable treatment
and legal safedyards so that their investment environment can be stabilized and are
not to be affecte’by any changes in Russian laws and regulations over a certain
period of time.

The Law of the Russian Federation on the Circulation of Farming Land provides that
foreign citizens or legal entities holding more than 50% of the statutory capital can
lease farming land for a period of lessthan 49 years.

According to The Federal Tax Code, as of July 2007, the profit tax rate will be cut to

24% and VAT rate to 18%, and a variety of social security fees (medical insurance,
unemployment insurance, pension insurance) will be consolidated into a unified social
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tax, the rate of which will be reduced to 35% from a level of 40% of an enterprise’ s
payrall.

2.4 Competent authorities
2.4.1 Governmental Bodies

In Russia, the following governmenta authorities responsible for the administration
of trade and investment include the Ministry of Economic Development and Trade,
the Ministry of Finance, the Commission on Safeguards for Foreign, Trade and Tariff
Policies, the Russian Federal Assets Foundation, the Federal R ation Service of
the Ministry of Justice, the Federal Customs Service, the Advi i
Foreign Investment of the Federal Government, and the Su
Arbitration.

Court of

foreign economic and trade activities:
24.1.1 Federal Customs Service

a¥Federal Customs
Administration is made up r B¥IStoms house directly
subordinate to the central of which are appointed by
the Federal Government i atlon ofd the Mlnlster of Economlc

oreign Investment of the Federal

The chief the Commission include representatives from large-sized
foreign-fund tegprises in Russia, the European Development and Reconstruction
Bank, the Worl@”Bank, the Ministry of Economic Development and Trade, the
Ministry of Finance, the Central Bank and tax authorities of Russia. In September
2004, working groups were set up within the framework of the Commission, and the
Ministry of Economic Development and Trade is responsible for the coordination
between the Committee and its working parties. Currently, the findings of the routine
meetings of the Commission as well as proposals have constituted an important basis

for the Federal Government in formulating and adjusting its economic policies.

2.4.2 Non-governmental organizations
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The Chamber of Industry and Commerce of the Russian Federation is an independent
nongovernmental non-profit organization established under the Constitution of
Russia and the Act on the Chamber of Industry and Commerce of the Russian
Federation, with branches throughout the country. Its aims are to cooperate with
chambers of industry and commerce in al the parts of Russia so as to promote the
economic development of Russia and Russia’ s participation in the global ecoromic
integration and to enhance the economic, trade, and scientific and technological
relations between enterprises of Russia and other countries. This organization has and
exercises the right of arbitration, and has a affiliated bureau of registration which is
responsible for approving the applications for registration submitt i
offices of foreign companies, conducting personnel registrati
issuing permanent residence permits, and handling formaliti olved in the
extenson of the validity of visas and the duration of resdence.

3 Barriersto trade
31 Tariff and tariff administrative measu

Russia s import tariffs are categori pecific duty, and

In August 2005, Russian
declared that import duti
from 5% to 10%.

es Protection Commission
textiles were to be brought

fixing thei

to apply
import duty

aces the previous practice to impose an
abatch of goods assessed by Russia customs, but

jan government has taken or plans to take measures to reduce
on import technologies and equipment (including industrial
machinery and fagllities) as well as on high-tech products . According to the Federal
Law on Special Economic Zones ratified by the Russian government and Duma, the
VAT rate originally dutiable on Russian exporters of commodities is to be brought to
0% as of January 1, 2006.

Russia has repeatedly raise export duties on crude oil so as to check oil exports. On
August 1, 2005, the duty rate was brought from US$ 14 per metric ton fixed in 2004
to US$140 per metric ton.

In order to protect the development of domestic forestry, the Commission on Foreign
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Trade and Tariffs Coordination has declared that the export duty on unprocessed
timbers is to be raised to €4 per square meter with a margin of 6.5% as of January 1,
2006, and a further rise to €6 per square meter by 10% is to take place as of July 1,
2007, with aview to preventing bulky exports of timbers.

The restrictive measures described above will obstruct Chinese conventional exports
to Russa and bulky imports of raw materids from Russaas well.

3.2 Import regtrictions

321 Import prohibitions

As of September 2004, Russia prohibits importing meat
grounds of “insufficient knowledge about the preventiog

and modules), pharmaceutical
medicines, polluteg’and o

out on a yearly basis. According to authorities concerned, in
2006, Russia p import poultry meat 1.13 million tons with an import duty of
25% on quota prgducts and 62.5% on non-quota products; bovine meat 435,000 tons
with an import duty of 15% on quota products and 55% on non-quota products; swine
meat 476,100 tons with an import duty of 15% on quota product and 60% on
non-quota products.

3.3 Barriersto Customs procedures
Currently, Russia is rectifying its “grey customs clearance”. In March 2005, the
policemen from Russian tax authorities who are responsible for cracking down on

economic crimes seized the Chinese shoes stored in the container warehouse of the
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flowers and birds market in Salvot. More than 100 containers of footwear owned
mainly by 20 export businesses from Wenzhou, Zhejiang Province in East Chinawere
valued at over RMB 80 million. The violent seizure of the private properties of
Chinese businessmen on the part of the Russian tax policemen who acted as
law-enforcers is intolerable. A Sino-Russian joint working group has been set up to
address the issue of “grey customs clearance”, but the problems arising from this issue
can only be solved through joint efforts to enhance communications between two
sdes, ingtead of such unilatera actions as unjudtified confiscation.

The Russian side holds that “ grey customs clearance” will lead to
revenues. On April 15, 2005, the Russian Premier Mikhal Rg@gdkov signed the
Pre-shipment Inspection Regulations. In accordance with the regul aS@aas of 2006 all
imports deemed as “risky” should undergo inspections twice,

and Trade mainly include such consumer good
household appliances and computer equipment.
the Russian government resolved to postone

In addition, importers are r [ ustoms declaration the types
of imports. On December ian government decided to temporarily
shelve the implementation o j i
the Ministry of EcgmamjgaD conduct reasonable additional

make inspegi ici [ »As it has not yet decided whether
[ ' : porters feel that the risks involved are

Russian government in December 2004 stipulates
formalities charges are to be collected for customs

including the trangport tools, within Russian customs territories,

2. With regard to the goods being transported by rail within Russian customs
territories, 500 Rubles of clearance formalities charge shall be imposed on every
batch of goods under the same B/L and loaded on the same train.

3. 500 Rubles of clearance formalities charge shal be imposed on every batch of

negotiable securities and equivalent foreign exchanges being delivered under the same
B/L via Russan cusoms territories.
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3.4 Discriminatory taxes and fees on imported goods

In addition to tariffs, Russia imposes an 18% VAT on imports and a 10% VAT on
foodstuffs and articles for children use, and 25%-90% consumption taxes on such
luxuries as alcohols, alcoholic beverages and beers, cigarettes, jewelry, automobiles,
and gasoline. However, the Minister of Finance pointed out that the VAT on
domestic industries would be reduced from 18% to 13%.

The Chinese side hopes that Russians will gradually remove discri
againgt imports.

inatory measures

3.5 Technical barriersto trade
Currently, Russia still maintains various mandatory

international standards. In practice, the Russian &
reluctant to accept the certificates or inspegtion

testing institutions. Russians refusal
brought about unnecessary burdens o [ e > The Chinese side
hopes that the Russian technical suriiel [ ake consultations

equipment. Manug&
for overlappeg

] N veterinarians'  endorsement is required only for Chinese
certificates iss pork and beef, the Russian side demands that the measure apply
to other productg”such as other animals meat, poultry meat, casing, etc. Russia s
continued application of this measure will place Chinese exportersin difficulties.

In May 2005, the Russian quality inspection department notified the Chinese side of
the problems in the packaging of Chinese fruit and vegetable exports to Russia as a
subject under discussion. Crown daisy chrysanthemum is not alowed to be used as
padding or wadding inside the packages. Old bamboo baskets are forbidden. Wooden
packing material shall not bear barks or wormholes. Besides, the procedures involved
in Russians' inspection and quarantine as well as in the Chinese exporters application
for Russian certification are extremely intricate and time-consuming. What is more,
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the Russian side will usually demand specia testing in addition to normal testing that
imports from China must be subject to. All these practices on the Russian’ s side have
affected normd trade activities between the two countries.

3.7 Trade remedies

On October 27, 2005, Russia initiated safeguard investigations against ammonium
chloride imports from China

3.8 Export redrictions

Since early 1999, the Russian government has been imposing jonal export
duties on selected principal exports. The commodities sub include
energy products such as coal, petroleum, and natural g hnbers,

leathers, soybeans, rapeseeds, sunflower seeds and s
3.9 Barriersto tradein service
3.9.1 Tdecommunications services

The Law on Telecommunicati i contains special
regulations on the intercom i ork of alternative operators
and the network of Russ [ . According to the regulations, both the
contracts and expenses with

tight control of the kg i

ions. Meanwhile, according to
ly 5 to 10 years, during which time the
ain returns on investment.

alpessons with Russian nationality can obtain the permit
vices. Only by jointly providing service with Russian
commercia firms can foreigners provide architectural

It is adso stip that when more than 100 employees are employed at a
congruction Site, rMore than 50% of them should be Russan citizens.

3.9.3 Transport services

Russia has not yet opened the market for passenger and cargo transportation by
rallway. Meanwhile, no joint venture is allowed to engage in cargo handling,
container yard operation, shipping agency, or customs clearance. No foreign business
is permitted to provide maintenance service to railway transportation equipment.
Moreover, certain non-natioral-treatment restrictions are imposed on Chinese
companies that provide cross border road transportation services,
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At present, Both Russian and foreign investors engaged in aviationrelated research
and manufacturing are granted by the Russian legislation some favorable treatments,
including tax holiday and investment guarantee. However, foreign ownership is not
allowed to be more than 25% of the whole share of an aviation enterprise. Moreover,
directors and senior managers must be Russian citizens.

3.10 Other barriers

Russia s border procedures for the entry of Chinese service providers in Russian are
intricate and codtly.

manager, deputy general manager and chief account oreign

Russia, employers must hold the License for .
Federa Migration Service (FMS of Russia) i s i ol the
license and the surveillance over the i : el C idity of the
license is generally no more than one y. '

on the Rights and ) ' ens in Russian Federation, which has been
submitted tgQ u

) {oreign employees and that foreign personnel working at
representative Olfices affiliated to foreign companies be obligated to apply for work
permits.

4 Barriers to investment

The major hindrance to foreign investment in Russia lies in the fact that the numerous
technical requirements specified in Russian laws and regulations, which have led to
discretional enforcement. Besides, as foreign investors have frequently encountered
restrictions formed by a series of policies made by local governments in such respects
as recruitment, corporate purchase and necessary infrastructure development, their
investment projects are always failed. The approva procedures in Russia are quite

59



Foreign Market Access Report 2006

complicated owing to overlapped governance brought about by division of
administration over foreign investment between the federal government and local
governments.

Russia maintains the franchise for the federal government. Besides, the maximum
limit on foreign equit in some certain foreign invested projects or has specified the
maximum limit on foreign funding in the statutory capital of economic entities have
turned out to be restrictions imposed on foreign investors.

The Draft Law on Hidden Resources stipulates that mineral resoygces users can be
foreign natural or legal persons who meet the requiremert set by
Federation, but this stipulation does not apply to the cases specifi some federal

foreign legal persons according to the Agreement on
parties concerned; in the case of special regulations |

foreign investors and practitio Prted from investing in
the following areas: nucl ional defense, and military
industry; information an diamonds, currencies, and
certifications, etc.; | gical environment; epidemic
prevention. Industy perati ts and regions restricted to foreign investors in
Russia include tij@ sformation of the federal electric power

iti i g ai ortations; railway transportation; the
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The Philippines
1 Bilateral traderéations

According to the China Customs, the bilateral trade volume between China and the
Philippines in 2005 reached US$17.56 hillion, up by 31.7% year on year, among
which China s export to the Philippines was US$4.69 billion, up by 9.8% year on year,
while China s import from the Philippines amounted to US$12.87 hillion, up by
42.1% year on year. China had a deficit of US$8.18 hillion. China mainly exported
electric products, electronic products, semi-conductor devices, elegtronic integrated
circuits and microassemblies, product oil, cereas and cereal p s, coal, textile
yarn and products thereof, etc. China s main imports from the
electronic integrated circuits and microassemblies, semi-conductor
and electronic products, inductors and parts, bananas
processed ail, etc.

According to the Ministry of Commerce o hina
(hereinafter referred to as MOFCOM),, the engineering
contracts by Chinese companies in the Jialigpin§ \ IJPOon in 2005,
and the volume of the newly signed )n. The volume of
completed labor service cooperation
) frnover of completed
US$3.37 million, and that
acts waglUS$6.1 million. By the end
' ing contracts by the Chinese

e Philippines in 2005 with a total contractual
jon. By the end of 2005, a tota of 45 nonfinancial

According to M@FCOM, the Philippines invested in 190 projects in China in 2005,
with a contractual investment of US$540 million and an actual utilization of US$190
million.

2 Introduction to trade and investment regime

2.1 Legidation on trade and investment

Foreign trade and investment are subject mainly to such legidations as Tariff and
Customs Code, Export Development Act, Omnibus Investment Code, Foreign
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Investment Act, and Retall Trade Liberdization Act.

Other foreign trade and investment laws include Transaction Vaue Act, Tax Code,
Food, Drug, and Cosmetic Act, Price Act, Ant-Dumping Act, Countervailing Act,
Safeguard Measures Act, Intellectual Property Code, Tobacco Regulation Act,
Electronic Commerce Act, Consumer Act of the Philippines, the Special Economic
Zone Act, Iron and Steel Act, Mining Act, Build-Operate-Transfer Act, and
Investment and Lease Act, €tc.

2.2 Trade adminigration

221 Tariff system
The Philippine authorities impose ad vaiorem duti

fireworks and firecrackers, tobacco product
saccharin, and playing cards.

According to the Tax Code, the C

excise duties levied.

The Philippines alg
lading, bill of re@&ivi
policy, biII

import and products banned from import. Most products are
free to import. cts banned from import are mainly related to national security,
including militay” weapons and ammunitions, products containing gold, silver or
other precious metals or products made of the alloys thereof, toy guns, worn-out
clothes, fake and shoddy pharmaceuticals and other goods and components banned
from import according to the relevant Philippine laws. Import licenses must be
obtained for products restricted from import from the Philippine government bodies
such as the Ministry of Agriculture and the Bureau of Food and Drugs. More than 130
products including automobiles, tractors, cars, diesel engines, gasoline engines,
motorcycles, durable consumer goods, equipment for news printing and publication,
cement and products related to health and public safety fall within the category of
restricted import.
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The system of tariff quota still applies in the Philippines. Normal in-quota tariff rates
range from 30% to 50%. Out-of-quota tariff rates are between 35% and 65%. At the
end of June 2005, absolute quotas were replaced by tariff quotas for importing rice in
the Philippines with the in-quota tariff rate at 40% and out-of-quota tariff rate at 50%.

2.2.3 Export administration

The Philippine government encourages export trade by simplifying export procedures
and adopting various incentive measures such as the exemption of agditional taxes on
export, rebate of VAT for the re-export of the imported goods oreign exchange
assistance.

Some products are restricted for export or prohibited fr pli ppines.

Ministry of Agriculture and the Ministry of Eny

exporting products in the restricted categoryl i ine m" and
petroleum products, ammunitions and some ra [ rigin. Goods
prohibited from export mainly include g Ild animals
and livefish.

224 Other related system

specifies that all 4
Philippine Custo
to classify

these entries through its selectivity system
oes through the “green lang” and is
or physical inspection but is covered by
shipment goes through the “yellow lang” and is
no physica inspection. A high-risk shipment

2.3 Investment Administration

The investment sectors have been divided into three categories by the Philippine
authorities, namely encouraged investment sectors, restricted investment sectors and
prohibited investment sectors. The Investment Priorities Program (IPP) published
annually by the Philippine authorities lists the encouraged investment sectors and
preferential  policies to guide domestic and foreign investment towards
state-designated industries, in which 100% ownership is granted to foreign investors.
For highly-prioritized projects, more preferential terms are offered including financial
policies such exemption of income tax, exemption of import duties when importing
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equipment, parts and components, exemption of dock dues for imported goods, and
exemption of export fees and charges, as well as nonfinancia policies such as
unlimited use of consignment facilities, ssimplified import and export customs
clearance procedures and so forth.

Generaly, the National Economic Development Authority (NEDA) of the Philippines
renews and publishes Foreign Investment Negative List (FINL) every two years
which clarifies the prohibited foreign investment sectors and defines the maximum
ownership of foreign investment in restricted sectors.

2.4 Competent authorities

onsible for making tariff
ate of tariffs, the public
ntervailing cases and the

istrative measur es
311 Tariff p

The Philippine authorities selectively raises tariff rates on some goods through the
so-called “ tariff rate recalibration” which has raised import duties on the goods whose
rates had been lowered previoudly. Especially since 2003, the smple average rates of
the Philippines have been raised from 5.8% to 7.4% in 2005. In line with the
Executive Orders 418 and 419, the Philippine authorities raised tariff rates on part of
auto imports from 20% to 25% and an additiona tax of 500,000 pesos (about
RMB78,000 yuan) each was levied on the import of some used autos in April 2005. In
July 2005, the import duty of mixed fruit juice was heightened from 3% to 47%. The
tariff rate of imported vegetables such as chives, broccoli, lettuce, cabbage, carrot,
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radish, cucumber, legume, peas, beans, spinach and ginger was raised to a uniform
25%. The ever-increasing tariff rates of the Philippines have constituted substantial
barriers to the imported goods from China Such administrative measures with
random changes in tariff rates have brought uncertainty to imported goods. The
Chinese sde is concerned about it.

In 2005, tariff rates of lower than 5% on imports accounted for 64.5% of the total, yet
3.2% of the imported goods were levied high duties of over 20%. These goods
included live animals, pork, meat of poultry, vegetables, rice, sugar, coffee, powered
vehicles and motorcycles. The average tariff rate reached 43.5%. High tariff rates
have led to negative impact on Chinese export enterprises and Chinese side is
concerned about it.

3.1.2 Tariff quotas

Meanwhile, the quota for rice import Waseig 0,000 tons
with the in-quota tariff rate being lowe 0 40 % andout-of-quota tariff
rate maintained at 50%. China expor -mentighed goods such as
rice. China welcomes the rel [ '
for rice import is much lo ‘ br rice in the Philippines and

as gpecified different customs procedures for
to enhance the efficiency of customs clearance,
el through the “red lane” due to such reasons as
rough the “red lane” are subject to both strict
physical inspection at the port. Cumbersome documentary

Since August 2098, the Philippines has imposed tariffs on the imports of tyre, certain
glassware, soda powder, yellow phosphorus, flour and tiles from China on the basis of
the reference prices provided by the Philippine Trade and Investment Center in
Guangzhou, China instead of the import prices provided by importers. As the
investigation leading to the reference prices is limited to the sales prices in certain
markets located in certain regions, the prices are not representative but generally
higher than the real import prices. The practice has aggravated the tariff burden on
those products. The Chinese side hopes that the Philippine side can strictly abide by
the relevant stipulations of the Agreement on Customs Valuation under the WTO and
set the taxable prices of the Chinese exports reasonably so as to avoid negative impact
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on Sno-Philippine bilaterd trade.
3.3 Discriminatory taxes and fees on imported goods

The Philippine authorities impose different duties on imported liquor and
domestically-produced liquor. The government imposes 8.96 peso/liter excise tax on
liquor distilled by using the raw materials available locally while the liquor made
from imported raw materials is subject to excise taxes varying from 84 to 336
peso/750ml on retail price. For low alcohol-contained wine such as 14% or below, the
excise tax is 13.44 peso/liter. 26.88 peso/liter excise tax is levieg on drinks with
alcohol content ranging from 14% to 25%. If the alcohol content igher than 25%,
the tax of the product is levied as liquor. The imposition of excise on imported
liquor has had negetive influence on the export of Chinese acohoalic drink:

34 Technical barriersto trade

The Bureau of Product Standards (BPS) under
(DTI) of the Philippines specifies that fro
and white TV sets with sizes from 144

modified and published Philippine National
ecifications for porcelain dinnerware. The

C ot ghore 0.5%" to “0%”, the tolerance for dissolved
) “limited to 5.0ppm” to “not exceed to 3.0ppm”, and the
ey, absorption was changed from “4 hours’ to “5 hours”.

3.5 Trade remgdies

Up to the end of 2005, the Philippines had initiated seven cases of trade remedies
against China. The outstanding trade remedy cases include the anti-dumping case of
sodium tripoly phosphate initiated in 1999 and reviewed in 2004, the safeguard
measures case of printed glass, float glass and mirrors filed in 2004, the safeguard
measures case of imported tiles initiated in 2004 and the 2004 special safeguards case
of onions imported from China. The Chinese side hopes that the Philippines will
resrain itsalf from adopting trade remedy measures to maintain normal bilatera trade.
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3.6 Government procurement

The Philippines is not a signatory to the Agreement on Government Procurement
under the WTO. The legidation of the Philippine government requires
counter-purchase if government institutions or government-controlled companies
want to purchase goods worthy of more than US$1 million. The Department of Trade
and Industry requires that foreign suppliers should be obliged to purchase Philippine
goods worth more than half the value of its supply from the international trading
company of the Philippines; otherwise they shall be fined. In addition, the Philippines
has specified the €ligibility of contractors in the government procurement for
infrastructure projects such as water, electricity, teleco
transportation, requiring that the contractors for infrastructure pr

enterprises in bidding for the Philippine government
concerned about it.

3.7 Export subsidies

The Philippines offers export subsidi
the export incentives program for
program allows any auto manufact
Philippines to receive a benefit gipyval

side is concerned over the
Philippines and the relevant

that Toreign ownership of bank assets should not exceed
svstem assets of the Philippines and that the total capital

open full service Branches in the form of wholly-owned subsidiaries in the Philippines.
Foreign banks are limited to six branches each. Four foreign-owned banks that had
been operating in the Philippines prior to 1948 are each allowed to operate up to
twelve branches.

3.8.2 Insurance
The Philippines allows foreign insurance companies to set up wholly-owned foreign
insurance institutions, but the minimum capital requirement on foreign insurance

companies is on the rise. Foreign-funded insurance companies are not allowed to be
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engaged in insurance business of government-funded projects and private BOT
projects, which has congtituted gpparent barriers to foreign insurance companies.

3.8.3 Securities and other financial services

The Philippines allows foreign securities companies to have access to its domestic
securities market, yet foreign equity in securities underwriting is limited to 60 percent.
Membership on a board of directors of foreign-invested mutua funds is limited to
Philippine citizens.

3.84 Basc tdecommunications

The Philippines does not provide access for foreign satellite tel
services to its domestic market and limits foreign ow
firmsto 40 percent.

nications
ications

3.85 Public utilities
Relevant laws in the Philippines stipulate that
infrastructure works such as water, el i

system should not exceed 40% and th A;tors are limited to
Philippine citizens.

3.8.6 Professional servic
The Philippine authoriti
architecture, law, medicine, and Zens.

3.8.7 Shipping
The Philippi s from engaging in the provision of
domestic Cailia ' bareboat chartering laws stipulate that
Philippine-fl '\\w Vet anned by a Filipino crew and disallows foreign
Y Or officersye L jeti es.

4 Barriers to investment

The prevailing Corporation Code of the Philippines permits foreign investors to set up
joint ventures, branches and representative offices. The law stipulates that Filipino
shareholders should not be fewer than five in ajoint venture, most of whom should be
permanent residents of the Philippines. The secretary of a joint venture should be a
Philippine citizen. The Philippine Securities and Exchange Commission also requires
that the financial personnel of joint ventures should be permanent residents of the
Philippines. According to the Code, prior to the operation of branches in the
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Philippines, the mother company of the foreign party should have registered with the
Philippine Securities and Exchange Commission. It is also required by Corporation
Code that the branch should at least deposit negotiable securities with a real market
value of 100,000 pesos at the Philippine Securities and Exchange Commission.
Within six months after each fiscal year, the branch should deposit negotiable
securities with a market value of 2% of its total revenues (no less than five million
pesos) at the Philippine Securities and Exchange Commission. In addition,
representative offices should register with the Philippine Securities and Exchange
Commission and remit US$30,000 to the Philippines. The above-mentioned
regulations on the establishment of joint ventures, branches and rep tative offices
required of foreign investors by the Philippines rave raised the old of foreign
investment, condtituting substantia barriers to foreign investment.
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Kazakhstan

1 Bilateral trade reations

According to the China Customs, the bilateral trade volume between China and
Kazakhstan in 2005 hit US$6.81 hillion, up by 51.4% year on year, among which
China s exports to Kazakhstan amounted to US$3.9 hillion, up by 76.4% year on year;
and China s imports from Kazakhstan reached US$2.91 hillion, up by 27.3% year on
year. China had a surplus of US$990 million China s main exports to Kazakhstan
were textiles and garments, furniture, leather and leather products, plastic products,
machinery and electronic products. China s major imports from K@akhstan included

(hereinafter referred to as MOFCOM), the
contracts by the Chinese companies in Kazakhg
and the volume of the newly signed conttacts
completed labour service cooperation ) . jon, ad that of the
newly signed labour service coopefiti i
turnover of completed design consul t@ii

In Kazakhstan, laws governing trade and investment include the Customs Code
amended in 2003%@nd the Law on Foreign Investments published in 2003. In addition,
other legidation governing this field includes Acts of the Registration of Legal
Entities published in 1995, the Labour Law published in 2000, the Tax Code
published in 2001, the Law on Currency Regulation, the Law on Licenses, Laws on
Standardization, the Law on Subsidies and Countervailing Measures, the Law on
Anti-dumping Measures, the Law on Safeguard Measures for Domestic Market upon
Importation of Goods, the Patent Law, the Law on Trademarks, Service Marks and
Appellations of Origins of Goods, the Copyrights Law, the Law on Protection of
Integral Circuits Topologies, the Law on Unfair Competition, the Law on Bank and
Banking, the Law on Financiad Leasing, the Law on the State Regulation and
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Supervisions of Financial Markets and Financial Organization, the Law on
Architecture and Town Planning and Construction Activity, the Law on
Telecommunications, the Law on Grain, the Law on Transportation, the Law on
Anti-monopoly and Pricing, etc.

2.2 Trade adminigtration
221 Import levy system

The current Customs Code specifies that there are three kinds of tgriffs imposed by
the Kazakhstan Customs: ad valorem duty, specific duty, and mix@ehduty. Tariff rates
of Kazakhstan ae usualy adjusted annualy. In 2005, the ad duty rates
ranged from 0% to 100%. Over 95% of the imports were charged 5% of ad
vaorem duties, and the weighted average duty rate is about

excise duties.

In addition, a customs clearance

ing weapons and ammunition, which are subject to export
licenses. The oms Code specifies that al export items are exempted from export
duties and valuef&dded tax, except the export of certain animal furs and hides and
scrap metals, which are subject to export duties.

224 Certificatesof origin

Generally, certificates of origin are not required of imports into Kazakhstan. However,
Article 41 of the Customs Code states that a certificate of origin is required where: (1)
goods are exported to Kazakhstan under a preferential tariff scheme; (2) goods from
certain countries are subject to non-tariff measures, and the Kazakhstan Customs has
reasons to believe that the goods in question are produced in those countries; and (3) a
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certificate of origin is required by international agreements and conventions to which
Kazakhstan is a signatory, or by the relevant Kazakhstani laws concerning the
protection of natural environment, public health, consumers rights, maintaining
socia order and nationd security, and the nationd interests.

2.3 I nvestment administration

To encourage foreign investment, Kazakhstan erected the Law on Foreign Investment
in 2003, which offers the uniform legal protection and preferences for both foreign
and domestic investors. Kazakhstan enforces its investment preferences through
government-authorized organizations and encourages foreign ing@8tors to invest in
priority sectors including agriculture, food processing, textil
manufacturing of machinery and equipment, chemical
trangportation and medica service.

There are mainly three categories of preferentj

The Ministry rade and Industry of Kazakhstan is the primary competent
authorities govegfing the import and export trade. Its affiliated Committee for
Investments is mainly responsible for implementing preferentia policies for
invesment and verifying the enterprises  qudifications for preferentia policies.

The Customs Control Committee under the Ministry of Finance of Kazakhstan is
mainly responsible for enforcing the Kazakhstan Customs laws, administering the
customs procedures, collecting customs duties and fees, carrying out customs
supervison and recording customs statitics.

The Ministry of Justice of Kazakhstan is the competent authorities in charge of the
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registration of companies, enterprises and representative offices, auditing registration
documents and granting registration certificates.

In addition, the Ministry of Energy and Mineral Resources, the Ministry of
Information and Communications and the Ministry of Transport and Communications
are responsible for part of the auditing related to the investment and operation of
enterprises as well as granting licenses.

3 Barrierstotrade

3.1 Tariff and tariff administration measures

imports such as color television sets and recoro
sets with screens ranging from 52cm to 75¢m | i tariff on each
piece is not lower than €40. Color teleysi
10% and a minimum tariff of €20.
negative impact on the relevant Chin
the issue,

&akhstan has had
id&is concerned over

the standards for load limits
ertain imports from China,

stan has authorized a third-party organization to do
, Which usualy determines the customs value of imports
al prices. The practice is not in accordance with Article 7 of
the WTO Cust aluation Agreement and results in overvaluation of about 20% of

the imports.

The Kazakhstan Customs specifies that when declaring imports with photocopies or
fax copies of documents, an importer must verify the authenticity of such documents
through notarization and notify the Customs with a letter; the mports will not be
released if an importer fails to provide the “Transaction Passport” issued by the
Kazakhstan Customs and the Central Bank for the purpose of supervising the use of
capital during the transaction. The cumbersome Customs clearance procedures and
unreasonable documentation requirements of Kazakhstan have added to the
importer’ s Customs clearance costs and risks and have constituted practical obstacles
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to Customs clearance. The Chinese Sdeis concerned over thisissue.

Furthermore, the Kazakstani Customs Code clearly states that a certificate of originis
required of imports only under three circumstances. However, in the actual practice,
the Customs requires certificates of origin of imports under other circumstances as
well; otherwise, import duties will be doubled based on the specified legal rates of
Kazakhstan. This arbitrary practice has caused great uncertainty for relevant Chinese
exports to Kazakhstan. The Chinese side is concerned about thisissue.

The Chinese side hopes that Kazakhstan will take effective m es to reduce the
negative effect of Customs clearance procedures on the imports.

3.3 Discriminatory taxes and fees on imported goods

Kazakhstan sets
pass the national
Metrology

the Kazakhstani Committee on Standards,
hey do not jeopardize human health,
hanical and electronic products exported

d Certlification. This regulation has both added to the
d caused them great inconvenience. The Chinese side

3.5 Sanitary hytosanitary measures

Kazakhstan demands that imported food and feed are subject to strict sanitary and
health tests. The Chinese enterprises complain that in testing relevant imports,
Kazakhstan arbitrarily adds testing items and upgrades inspection standards, which
become much higher than those for the like domestic products. The practice has
constituted discrimination against imports. China hopes that Kazakhstan can unify the
testing standards of the imports and the like domestic products, improve the
trangparency in the making and revision of sanitary and health testing standards, and
grant enterprises a reasonable period of time to make adjustments, so as to reduce the
unreasonable policy risks that relevant Chinese imports to Kazakhstan must endure.
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3.6 Traderemedies

On December 31, 2004, the Kazakstani Ministry of Industry and Trade passed an act
that provides provisionary safeguard measures for certain imported candies. As of
January 8, 2005, the six-month provisionary safeguard measures were applied to three
kinds of imported candies, imposing a protective tariff of 21% plus no less than €0.15
per kilogram on candies containing no cocoa powder and candies with or without
filling. The act aso imposes a protective tariff of 42% plus no less than €0.28 per
kilogram on toffees containing no cocoa powder, hard candies and, like candies. As
China exports a great variety of candies to Kazakhstan, i
enforcement of these safeguard measures with greset concern.

On October 15, 2004, the Trade Committee (now kno

the dry yeast industry in Kazakhstan.
has serioudly affected the economic i
Chinese sdeis concerned about thisi

In October 2002, Kazakhstan rocurement, which sets strict
requirements for government procurement.
ent in Kazakhstan still lacks transparency;
estic suppliers. These regulations on
itugg discrimination against foreign enterprises.
the issue.

Law requires that domestic mining and oil enterprises give
mestic suppliers when procuring products or services.

Domesti terprises are not alowed to import foreign products or
services, u roducts or services are not available in Kazakhstan. The
regulation con discrimination against foreign product and service providers,

including Chinese ghterprises.
3.8 Export redrictions
To support domestic manufacturers of paper products, heat insulation materials, and
toiletry and hygiene products, and to encourage the export of processed products, the
Kazakhstani government has passed a resolution prohibiting the export of regenerated
paper, corrugated cardboard, waste and scrap paper as of September 26, 2004.

According to the new Tax Code of 2004, the Kazakhstani government imposes export
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duties on crude oil based on the fluctuation of the international price, with the rates
ranging from 1% to 33%. The practice of imposing export duties based on the
international price rather than on the actual export price and the unpredictability of
progressive duty rates have, in effect, restricted the export of petroleum from
Kazakhgtan. The Chinese sde is concerned about the meatter.

3.9 Barrierstotradein services

3.9.1 Tdecommunications

According to Kazakhstan’ s Laws on Telecommunications, foreigifiligvestors can have
no more than 49% ownership in joint ventures operating inter-cit international
telecommunication networks until 2008. Additionally, foreign inv to gain
permission from the Kazakhstani government to get j i i ch as
operating television and wireless broadcasting, planning an ' i

of national and international trunk lines for cg het
maintenance of telecommunication networks 3
services of other projects in the telecom
government is entitled to refuse a forg
based on national security concerns.
foreign investment in the telecommuni

3.9.2 Congruction

the form of joint Y& t j wnership of no more than 49%. However, if
a foreign-fugded i
venture nership can exceed 49%. In generd,
Kazakhstan’ ownership makes it difficult for foreign
invetment to i glor in Kazakhstan.

rictive regulations on the access of foreign-funded banks. In
general, foreig S total capital share should be no more than 25% of the total

in Kazakhstan. Additionally, Kazakhstan requires that at least one
member of the regulatory commission of any foreign bank should be Kazakhstani

citizen with a minimum of 3 years of banking experience, and that at least 70% of the
employees should be Kazakhgtani citizens.

3.94 Insurance
Kazakhstan requires that the total capital share of nontlife insurance joint ventures in
Kazakhstan should be no more than 25% of the total capital of the domestic nontlife

insurance market, and that the total capital share of life insurance joint ventures be no
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more than 50% of the total capital of the domestic life insurance market. This
regulation practically forbids foreign latecomers from entering the Kazakhstani
insurance sector.

4 Barriers to investment
4.1 Barrierstoinvestment in mining
According to Kazakhstan's new Mining Law revised in 2005, when a company

applies for the license of concessions regarding its mining rights or,to sell its shares,
Kazakhstan' s Ministry of Energy and Mineral Resources has the not to issue the

Kazakhstan’ s new Mining Law also st
floating rates, which increase propor | 'fthe annual mining
volume. Additionally, in Kazakhstan’ Forofit tax rate has

Kazakhstan has ago p : on Production Sharing Agreements for the
i s). According to PSAs, when a foreign
e minimum state share of the project’ s

strial, commercial and residential purposes, but a foreign
national and entgprise can only rent land for farming purpose with a lease of up to 10

years.
4.3 Labor permit

Kazakhstan requires that a foreign employee working in Kazakhstan apply for a labor
permit, which still remains one of the main obstacles hampering foreign investment.
In 2001, Kazakhstan established a system limiting the number of labor permits issued
to foreign personnel. The system sets quotas on labor permits on the basis of the total
number of labor force of the country annually. Many companies investing in
Kazakhstan complain that the Kazakhstani government often denies the visa
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applications of company managers and technicians without sound justification, or
provides them with only a short-term stay. Thisregulation has had a negative effect on
the production and management of foreign-funded enterprises.
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The Republic of Korea
1 Bilateral trade relations

According to China Customs, the trade volume between China and ROK in 2005 hit
US$111.93 billion, up by 24.3%, among which China s exports to ROK were
US$35.11 hillion, up by 26.2%, while China s imports from ROK were US$76.82
billion, up by 23.4%, with a deficit of US$41.71 billion on China. China s main
exports to ROK included clothing and related accessories, chemicals, steel and
converted products, oil and converted products, corn, coa, teleysion spare parts,
gpare parts of radio sets and wireless telecommunication equipmeRElategrated circuit
and micro-electronic parts, aquatic produce, etc. On the other h i i
imports from ROK included integrated circuits and micy [ eel and
converted products, oil and converted products, television
sets and spare parts of wireless telecommunicati Q@ egui

pr réferred to as
ROK by Chinese
e contracts signed
Iabor service cooperation
2005, US$260 million. By
the end of 2005 the accumu [ ing contracts completed by
illion, with that of al the contracts signed
nt of the completed labor service contracts

MOFCOM), the turnover of compl
companies recorded US$210 mj
in 2005 was US$250 milli

hinese contribution of US$12.9 million. By the end of
2005, th 113 Chinese-funded non-financial enterprises in ROK,
with atota coNfacted ribution of US$920 million.

According to MGFCOM, Korean-invested projects in China numbered 6,115 with the
contracted amount hitting US$19.76 billion and actually contributed US$5.17 hillion.
By the end of 2005, the number of Korean direct investment projects in China had
reached 38,868 and the amounts of the contracted investment and actual contribution
stood at US$70.32 hillion and US$31.11 hillion respectively.

2 Introduction to trade and investment regime

2.1 Legidation on Trade and Investment
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The framework of ROK’ s laws governing the regimes of foreign trade and investment
includes Foreign Trade Act, Foreign Investment Promotion Act, Foreign Exchange
Transaction Act, Customs Act, and other sector-specific laws and regulations, among
which Foreign Trade Act and Foreign Investment Promotion Act serve as the basic
regulations in the fields of trade and investment. In addition, ROK’ s decrees related to
regulation of foreign investment in ROK include Regulations on Foreign Investment
and Technology Inducement, Regulations on Tax Reductions or Exemptions for
Foreign Investors, Special Tax Treatment Control Act, etc. ROK’ s laws related to
intellectual rights protection include Patent Act, Trademark Act, puter Programs
Protection Act, Unfair Competition Prevention and Business rotection Act.
Other sector-specific laws include Banking Act, Telecommunicati siness Act,
Electricity Business Act, Ship Act, Broadcasting Act, etc.

Food Safety Basic Law formulated in March 2005 wi

Import & Export, and Special Notice
irregularly.

In addition, the multilater. igned by flhe ROK government such as
i [ d basic telecommunications,

classified into basic tariff rates, temporary tariff rates
and dadti c. Temporary tariff and elastic tariff are regulated and
imposed by t vernment under different circumstances. ROK’ simport tariffs
rates also incl he concession rates subject to the negotiations by the ROK
government and” other countries, such as World Trade Organization (WTO)
Conventional Tariff, conventional tariff for developing member countries of
Economic and Socia Council of Asia and Pacific (ESCAP), concession tariff
negotiated among devel oping countries under the GATT framework, €tc.

ROK’ s tariff imposition are based on Ad Valorem Duty measured by commodity

prices and Specific Duty measured by commodity quantity. In practice, more than
99% duties are accessed on an ad valorem bass.

80



Foreign Market Access Report 2006

ROK’ s dadtic tariff rates, comprised of anti-dumping duties, retaliatory tariffs,
emergency tariffs, adjustment tariffs, countervailing duties, price equilibrium tariffs,
and quota tariffs, are vital in regulating imports and exports as well as protecting its
domestic related industries.

222 Import administration

In principle, all commodities except rice can be freely imported, subject to specia
registrations and import approvals. However, the Import & Export Notice published
by the Ministry of Commerce, Industry and Resources (MOCIE) 4fom time to time
imposes restrictions on the import of specific commodities temporarily.

The import of specia items specified in the Import &
license application which shall be submitted to the rel
trade associations and approval by related authggiti

process.
2.3 Investment administratio

In the wake of Asian fi
goplied to foreign investment.

adustry. THE second category is sectors suitable for foreign
bberalfzed including television broadcasting and radio
egory includes 27 sectors under investment restriction. The
ying limitation for shareholding ratio of foreign investors
below 50%,i S as fishery, cattle farming, energy transmission and air
telecommunications and generally below 33% in cable and

Related administration agencts implement the market access approval system over
foreign direct investment for the purpose of capital flow and market access
administration. All relevant restrictions to foreign direct investment will be collected
by the MOCIE and announced in the Comprehensive Notice of Foreign Investment
each year.

2.4 Competent authorities
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241 Government authorities

The Ministry of Commerce, Industry and Resources works as the core competent
authority for trade and investment administration, responsible for the formulation and
implementation of ROK trade and investment policies, while its subordinate Korea
Trade Commission is responsible for implementing trade remedies including
anti-dumping, countervailing and protective measures, investigating unfair trade
practices disrupting import and export and putting forward proposals for punishment.
Meanwhile, MOCIE exercises its guidance and surveillance over governmenta
investment institutions, non-governmental organizations and trad ciations such
as the Korean Trade-Investment Promotion Agency, the Korean national Trade
Association and the Korean Chamber of Commerce and Industry.

implementing policies related to banking, foreid jon. Korea
Customs Service is in charge of impl Igls) [
down illegal trade. The other admi i
Agriculture and Forestry, the Ministr
of Culture and Tourism, the Mini i §ftation, the Ministry

cy (KOTRA) is a nonprofit organization
e aim to promote trade and investment.
. Its subordinate Invest Korea provides

International Trade Association is a nonprofit
nization. With 86,000 member enterprises, its services include
registration fo gign trading enterprises, trade intermediacy, conducting overseas
market surveys,” introduction of related international and domestic laws and
regulations, and providing various consultations of specid topics.

Other relevant organizations include the Korean Small Business Corporation which
provides various services for the development of Korean small-and- medium sized
enterprises, the Korean Export Insurance Corporation which provides export risk
insurance to exporters, as well as the Korean Chamber of Commerce and Industry
which enhances internationa non-governmental economic cooperation.
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3 Barriersto trade

3.1 Tariff and tariff administrative measur es

The average leve of tariff in ROK was under 8 percent in 2005, but the actual tariffs
of some agricultural and industrial products are much higher than those in other
industrialized countries. For instance, the weighted average of ROK's bound tariffs on
al agricultura productsis 64.1 percent.

3.1.1 Adjusment Tariffs

weak in competition or whose increase is likely to result in i estic
market or injure related domestic industries, ang [
counterparts are subject to provisional protecti
protection, domestic consumers interests anc e 0 ic industry
development. The imports subject to jLISt [ el the related
rates are published once every year, i
December 31.

In 2005, 18 kinds of prod iffs, with the average level
at 38.5%. Compared wit e adjustment tariff on poulp squid
(frozen) is canceled cluding sea-bream, sea bass,

croakers, frozen
salce pieswere ¢ : . Chinese side found that among the 18 kinds

, Sea bass, croakers, salted or in brine
shrimps, ockNgg @0, ChineseWermicelli, bean sauce pies, mixed seasonings
(including redRpe 3 are totally or mostly Chinese imports in which Chinese

s ages. The types of products subject to the tariffs
e adjusted annually, which is not only uncertain and

adjustment ta
respect.

level year by year, but the reductions are quite limited in either

3.1.2 Tariff quotas

In the negotiations of the Uruguay Round, ROK was alowed to implement tariff
guotas on such agricultural products as rice and corn. In 2005, ROK maintained tariff
guotas on 63 major kinds of agricultural products. Some of the covered items are
subject to an over-quota tariff rates above 200%. For example, the rates of sesame,
garlic, mung bean, date and green tea are 630%, 360%, 607.5%, 611.5% and 513.6%
respectively. Most agricultural products in which China enjoys competitive
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advantages are subject to tariff quota administration by the ROK Government, so the
over-quota tariff rates have, in fact, impeded the export of related Chinese products to
ROK.

3.1.3 Special safeguard duties on agricultural products

The amendments to the Customs Act and its related decrees made by the Korean
government in 2004 stipulates that as of January 1, 2005, if the imports of 45
agricultural and forestry products such as mung bean, red bean, buckwheat, soybean,
peanut, and ginseng exceed the certain quantity, the special safeguard duties that can
reach 1067% at maximum shall be imposed, and this measure shigiilkemain valid for
one year. Among the 45 products, 21 are Chinese imports. In acoidice with the

bean and red bean respectively, if their aggregate quanti
emergency tariffs on peanut if the imports ex
emergency tariffs on the imports of 19 ki
(unprocessed ginseng) and Red Ginseng and

d productsin
to 44. According
Pcanut were heavily
ectively. The Chinese side

3.2.1 Selected irffspection of agricultural products

As of July 2003, the ROK Customs conducts pre-clearance examination on selected
agricultural products under the reason for cracking down smuggling of agricultural

products. The average rate of random inspection on selected imports is 3% to 5% only,
but 20% on agricultural products and 100% on frozen chilli and mixed seasoning.

This practice prolongs the clearance of related Chinese agricultural products and

increases cost of trade.



Foreign Market Access Report 2006

3.22 Pre-clearancetariff examination

As of 2000 the ROK Customs conducts pre-clearance examination on selected
agricultural products under the reason for preventing “duty evasion by low-priced
customs declaration”. The ROK Customs further intensified its pre-clearance
examination on 18 agricultural products to be imported into ROK such as sesame,
perillaseed, ginger, dried red bean, dried mung bean, seasoned peanut, soybean for
bean sprout, onion, barley, sweet potato starch, frozen chili, frozen garlic, pickled
garlic, fresh (chilled) whole garlic, fresh (chilled) garlic grains, garlic temporarily
marinated for storage, dried garlic, carrot, etc. The agricultural ducts subject to
examination must receive price examination by the ROK Custom! the possibility
of duty evasion. Currently, the Korean Customs further intensifi
examination. The Korean Customs evaluates the pric

benchmark prices.

The 18 products subject to ROK’
Chinese imports. Except for peg

ricultural imports, thereby
hinese side has expressed

penses and time for certification, hence increasing costs
portsto ROK market.

The Chinese products significantly affected by ROK’ s inspection and quarantine
measures include agricultural products, aguatic products, products of animal origin,
food and food additives, medicines and medicine materials.

34.1 Agricultural products

As of June 1, 2005, ROK initiated new regulations regarding the inspection on
wooden packing for imports according to the Regulations on Wooden Packing
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Material in International Trade (shortened as ISPM No. 15) issued by the
International Plant Protection Convention. According to the new measure,
unprocessed wooden packing materials, such as wooden pallets, wooden cases,
stow-wood and wooden padding shell receive heat treatment according to
International Standard 1ISPM No. 15 or MB fumigation required by ROK, and
sterilization labels are to be stenciled on two surfaces of each packing material or
containers. In addition, for conifer wooden packing from Japan, China’ s mainland and
Tawan, U.S, Canada, Mexico and Portugal, heat treatment (with the core
temperature of the wood remaining at 56°C for 30 minutes consecutively) or MB
fumigation is required.

on plant diseases and pests by Korean inspection
evaluation process will usualy take years to complete.

are not importable to ROK. In October, 2003 '
submitted the application for the risk evaluatio
cherry and longan. However, the import of thes
the Korean side.

possible.

In April, 3
Amendment §

on the Limits of Pesticide Residues/Heavy
inese Medicines and Related Testing Methods.

mercury(Hg) O.2mg/kg, and cadmium (Gd) 0.3mg/kg; for pilose antler: arsenic
3mg/Kg. The agdregate residue limit of heavy metal in patent medicine or preparation
with herbal medicines as the main ingredients (exclusive o preparation containing
minera medicine material) must be lower than 30mg/kg. The Chinese side has
expressed great concern over the Amendment and hopes the Korean side can timely
provide solid scientific evidence for the adjustment of maximal residual limits so asto
avoid the impact on materias for traditiona Chinese medicines exported to ROK.

3.4.2.2 Pilose antler
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Currently, China s exports of pilose antler to ROK account for 10-15% of its import
market share. The inspection on imported deer horns is generally conducted by the
institutions designated by Korean Food and Drug Administration (KFDA). Its purpose
is to detect the ash content which is required to be lower than 35%. It is known that of
al the countries in the world only ROK conducts such inspections. However, the
Korean inspectors seem quite discretionary because they tend to take samples from
the root of the horns, the part where the aging of the horn is most serious. Thus, the
result is usually the excessive ash content and the subsequent demand for rejection put
forward by Korean importers. This regulation of KFDA as well as the method applied
by Korean inspectors has aroused serious concern on the part of Chin

3.4.3 Aquatic products

As of September 1999, ROK adopted precise test on

aquatic products to ROK. In January £005, : ic Qrodutts Inspection
Bureau declared to increase the num ‘ ance after precise
inspection” in order to ban ill y safety of food. As
of January 10, 2005, the inspection” appliesto frozen
food, dried food and pick uatic products. As of July 1,
2005, the measure aso extends t ' fresh aguetic products.

ministered on 6 agquatic products, namely
d oyster. Chinese companies exporting

the fishes survival rate and hampering Chinese export of
e Chinese Sde has expressed much concern over it.

livefishesto RO
344 Animal products

3.4.4.1 Regigration system for production enterprises

Companies exporting animal products to ROK shall be subject to evauation and
registration conducted by competent Korean authorities prior to exportation. However,

the procedures involved are extraordinarily slow. Currently only 11 Chinese animal
meat processing companies have gone through registration and acquired qualifications
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for export to ROK, thereby tightly limiting Chinese anima meat exports to ROK.
3.4.4.2 Import quarantine recognition system

This system is applied to all imported animal products. According to the system,
exporting countries are required to make application and submit relevant documents
on its animal diseases, if any, to be evaluated and endorsed by competent Korean
authorities. Non-OIE-member countries shall be subjected to on-site inspections and
investigations by competent Korean authorities and are able to export related products
after a bilateral quarantine agreement is signed. Claiming that Chiggtis not a member
country of OIE and is affected by mouth-feet-disease, Korean aut
the import of artiodactylous products produced in the whole t of China
mainland. Furthermore, according to the requi rements i

ROK are automatically not included on the lis
fodder to ROK. Subsequently, Chinese coar$g
one-by-one quarantine recognition by
export this product to ROK.

accept

3443 Meat inspection

|mpor ban on poultry meat from

eat and endorsed 11 Chinese heat-treated
insisted on rigid inspection on every

As far as regionalization of epidemic area is concerned, the total territory of China
mainland has aways been regarded as a whole region by ROK, which means if an
epidemic or a pest forbidden to enter the Korean territory is discovered in products
originating from a region of China, ROK will accordingly ban the import of products
of the same kind from other regions on China mainland.

The Chinese side has expressed concern over the consistence between the ROK
measures and the “principle of regionalization of epidemic areas’ under the WTO
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SPS Agreement and hopes the Korean practices will not exert unnecessary adverse
impact on the normal trade in anima products between Chinaand ROK.

35 Trade remedies
351 Anti-dumping measures

Up to the end of 2005, ROK had initiated 20 antidumping investigations and ten
safeguard investigations involving Chinese exports. Most antidumping investigations
were concluded with imposition of antidumping duties or price ungertakings, and 10
cases involve Chinese exports. The antidumping duties are imp on 7 Chinese
exports. disposable lighter, alkplali battery, silicorn-manganese all i
sodium dithionite, choline oxide, and titanium dioxide, \dumping
investigations are against two products. extension-proc silk
and floor or wall tiles.

duties on relevant imports from all : d November
2005, the Korean government condu /estigatighs against Chinese
floor or wall tiles and extensiq , Sk respectively. In
, the total amount of the
ber 24, 2005, Korean Trade

dumping, and prop@Sec government impose provisional anti-dumping
{nese enterprises request that the Korean side

knowledged the market economy status of some Chinese
ies under investigation. On November 16, 2005, ROK
officially arket economy status, which has been favorably received

by the Chin
3.5.2 Special safeguards and special restrictions on textiles

So far, ROK has not proposed investigations on special safeguards against or special
restrictions on Chinese textiles. The Chinese side hopes, after acknowledging China s
market economy status, the Korean side will waive the rights to conduct such special
safeguard investigations as stipulated in Article 16 of the Protocol on China s
Accession to the WTO and such investigations as specified in Paragraph 242 of the
Working Group’ s Report on China s WTO Accession, so as to facilitate the further
development of economic and trade relations between the two countries.
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3.6 Government procurement

ROK is a signatory country to the WTO Agreement on Government Procurement.
However, in the public bidding for import of agricultural products under the
government procurement program, Korean Agricultural & Fishery Marketing
Corporation . AFMC_ adopts unduly stringent standards for public bidding, ard uses
highly unilateral contracts, which is inconsistent with accepted trade practices. For
example, bidding companies are required to render a guarantee bond equivalent to
10% of the contract value before bidding, and this bond may be geized, partially a
wholly, by the Korean authorities on various reasons. In addition, stipulated in the
public bidding import contract that if the Korean side deems prrc
products Iower than prices requr red, it may refuse to grv [

apart from the inspections to be conducted accoy
regulatlons Korean Agrlcultural & Flshery

fral products under
government procurement pr y heavy burden on Chinese
i improve bidding methods
ing the result of inspection

requirements, puReimial shipment is generally impossible as the time left is too limited.
As aresult, theseexcessively stringent standards imposed by Korean inspectors have
in effect not only impeded Chinese bid-winners from exporting products to ROK, but
a so brought about subsequent losses of the performance bond they have paid.

3.7 Barriersto tradein services

3.7.1 Financial services

ROK applies different standards to the supervision over foreign banks branches in
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ROK and Korean local banks. It requires that, if a foreign bank wishes to establish a
new branch in ROK, all the procedures required for the establishment of the first
branch in ROK be completed and that relevant information be submitted. No such
requirements are needed in case of the application for establishment of new branches
submitted by a domestic bank. Besides, some Korean measures are not favorable for
the business development of Chinese banks in ROK, such as treating foreign banks

branches as their subsidiaries with regard to the business scope and capitals of foreign
banks, and imposing capital limits on the supplementary institutions of foreign banks

branches. ROK’ s redtrictions on the size of loans to individual borrowers and of
credits and large loans to groups as well as on the size of intergbank lending and
borrowing have limited the financing ability and asset sizes of C funded banks
in ROK.

Chinese banks also complain that the expenses involv Won
Settlement System charged on foreign banks are dearlyhi

3.7.2 Tdecommunications

Korean authorities require that foreigglfownership pti orfS services not

exceed 49%.
3.7.3 Legal services

Currently foreigners are not al or conduct legal consultancy

in ROK.
The existingdaws [ employ foreign lawyers or come into
partnership ) eigndlawyers can only act as legal advisers at

Korean law A&wot alowedito practice as lawyers.

ent signed between Chinese and ROK visa aithorities on
issuance of multfple-entry visas to business people of both countries, however, in
dealing with visa applications submitted by Chinese companies for their resident staff
in ROK, the Korean competent authorities are found violating the agreement or
operating without transparency. All these have caused much inconvenience to the
living and working of Chinese business people in ROK. In addition, Korean
authorities often impose fines on Chinese companies, or refuse to issue or extend
visas on pretext of cracking down on overstay in ROK. It is reported that since 2003
over 100 Chinese companies have been obliged to close down because the Korean
side refused to issue or extend visas. The Chinese side has expressed concern about
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thisissue and hopes the Korean side will solve the problem appropriately.
3.8.2 Transparency in legidation

Koreans are expected to improve the transparency in formulating and implementing
their laws and regulations. Relevant Korean authorities often make internal policies,
namely ‘ Guidelines , regarding inspection and quarantine of imported products, in
particular, agricultural products and aguatic products, but these “guidelines’ are
seldom made public. The implementation of laws and regulations by Koran officials
seem 0 discretionary that the exporters involved tend to feel at ajgss, thus bringing
about much uncertainty to their business operation.

3.8.3 Interests protection for shipping companies

merely because of price fluctuations
Korean customs tend to hold C goods. Meanwhile,

according to their regulatio le shipping §ompany will have to wait at
least two years before th ods. By then, not only the
value of most of the the minimum, but also the
shipping company g in the accumulated costs for the disposal. The
Chinese side ther ean Customs will make early amendments to
relevant regulatiol s of Chinese shipping companies can

So far ucation institutions, elementary schools, middle schoals,
universities, po: uate academies and special schools, which are regarded as
non-profit judicia entities by ROK, have not been alowed to make overseas
remittance fredy or to be engaged in foreign investment.

4.2 Barriersto investment operation

4.2.1 Dual payment of unemployment insurance

In accordance with Korean laws, enterprises must pay employment insurance (namely,
unemployment insurance) for their employees. The Korean side requires
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Chinese-funded enterprises pay insurance for Chinese employees as well as Korean
employees. However, Chinese employees who are mostly provisionally dispatched
overseas have paid required unemployment insurance in China. The dual payment of
unemployment insurance will increase financial burden on Chinese- funded enterprises
in ROK while Chinese employees are unable to enjoy the benefits from employment
insurance paid in ROK.

4.2.2 Reimbursement of national annuity

In accordance with Korean laws, foreign enterprises in ROK

st pay national
annuity (namely, endowment insurance) for al employees. [

employees working for Chinese-funded compa
well as self-employed business persons are exe

annuity paid by Chinese employees b >
reimbursed a portion of annuity paid is@8 during the period
from January 2003 to May 23, ' ] ational annuity paid

annuity paid by Chin
accordance with the agreement.
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Canada
1 Bilateral trade relations

According to China s Customs, the bilateral trade volume between China and Canada
in 2005 reached US$19.17 hillion, up by 23.5%, among which China s export to
Canada was US$11.65 hillion, up 42.8%, while China s import from Canada was
US$7.51 hillion, up 2.2%. China had a surplus of US$4.14 billion. China mainly
exported electromechanical products, electrical appliances, clothing and accessories,
furniture, iron and steel products, toys, plastics and products thgreof, automotive
vehicles and components thereof, footwear, etc. Maor import ducts of China
from Canada included fertilizers, paper pulp, iron ore, cereals an
nickel and products thereof, plastics and products thereof, et

According to MO i ded non-financial enterprises were set up in
Canada in [
investors. ere accumulatively 194 Chinese-funded

bntractual investment of US$520 million from

ual#olume of US$2.72 hillion and an actua utilization of
end of 2005, Canada investors had accumulatively invested in
8,900 FDI proj tn China with a contractual volume of US$16.96 billion and an
actud utilization v@lume of US$4.98 hillion.

2 Introduction to trade and investment regime
2.1 Legidation on trade and investment
Canadian laws related to trade and investment mainly include: Customs Act, Customs

Tariff Act, Export Act, Export Development Act, Export and Import Permits Act,
Specia Import Measures Act, Special Import Measures Regulations, Import Permits
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Regulations, Investment Canada Act, Investment Canada Regulations, Companies Act,
Canadian International Trade Tribunal Act, Marking of Imported Goods Order,

Consumer Packaging and Labeling Act, Precious Metals Marking Act, Canada
Agricultural Products Act, Textile Labeling Act, and Textile labeling and Advertising

Regulations, etc.

Canadian laws and regulations affecting inspection and quarantine mainly consist of

Food and Drugs Act, Hazardous Products Act, Meat Inspection Act, Fish Inspection

Act, Hedth of Animas Act, and Wild Anima and Plant Trade Regulations.

2.2 Trade administration

221 Tariff system

The domestic market of Canada is highly liberalized,
low. The average ad valorem duty in 2005 was abol

entitled. Most imported goods are su
to specific duty. Certain products are
rates are imposed on products
mainly the Most Favored
Most of the imports from

the preferential tariff rate.
ff rate with the exception of
mber of industrial products,

d Import Permits Act, Canada Import and Export Controls
f monitoring imports according to the Import Control
s of a list of products put under control, among which
restricted when they come from specific countries or regions.
required for any product listed in the ICL. Currently controls are
exercised on fourkinds of products, including agricultural products (poultry, eggs and
dairy products), textiles and clothing, certain iron and steel products, weapons and
military supplies, atotal of 154 categories.

a. Agricultural products

As of 1995, Canada exercises Tariff Quota (TRQ) administration over agricultural
products. For all agricultural TRQ categories except margarine, wheat, barley, wheat
products, and barley products, importers are required to obtain a quota allocation from
competent authorities. For margarine, import permits are issued by the International
Trade Canada (ITCan) on a first-come, first-served basis until the quota has been
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filled. For barley, wheat, barley products and wheat products, a General Import Permit
(GIP) isgranted until the quota has been filled.

b. Textiles and clothing

As of April 1, 2005, only those clothing and textile products from the U.S., Mexico,
Chile, and Costa Rica that are eligible for a tariff preference level (TPL) benefit are
subject to import permit requirements. For imports not eligible for TPL benefit,
import permits are no longer required.

c. Ironand Sted products
The Canadian Government implements a monitoring program ov
iron and steel products. Carbon steel products and special steel pro
the ICL. On 31 August 2005, EICB issued a notice g8 the eff
monitoring program for iron and steel products would last ti

importation of

2.2.2.2 Prohibited imports

ds, aigrettes, egret
-hand mattresses; articles

plumes and certain othergfeathers,
[ adian works protected by

manufactured or produc pri

f origin in Canada: Certificates of origin
Form A, Certificate of Origin, or the exporter’ s
ct 40 general preferential tariff and goods other than
iginating in a Least Developed Country; Form B255,

e’ and Apparel Goods originating in a Least Developed

Exporters shalNgave to Present the certificates if a Customs officer requests them.
2.2.3 Export Administration

The Canadian Government exercises export control over some products, which are
listed in the Export Control List (ECL). These products include: agricultural products
(refined sugar, sugar-containing products and peanut butter); textiles and clothing;
military, strategic dual-use goods; nuclear energy materials and technology; missile,
chemical or biological goods of nonproliferation concern; softwood lumber,
unprocessed logs and certain other forest products, miscellaneous goods including
goods of U.S.-origin, Roe Herring and certain items with medical value. All goods
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destined for countries on the Area Control List are subject to export control. Currently,
there are only two countries on the Area Control List: Angolaand Myanmar.

Goods subject to export control require an Export Permit. There are two types of

permit: Gereral Permit and Individual Permit. While General Permits allow for the
pre-authorized export of certain eligible goods to certain eligible countries by a
simplified process, Individual Permits are specific to an individua importer or
exporter. Most controlled goods require an Individua Permit for import or export.

In addition, goods must be reported to the CBSA by filing an export declaration prior
to export: when the goods are valued at CAN$2,000 or more; and the final destination
of the goods is a country other than the United States, Puerto Rigp, or U.S. Virgin
Idands.

2.3 Investment administration

non-Canadian citizens in acquiring a key inter
Canada. Canadian Heritage is in charge of
cultural sectors.

The Canadian Government facilitat
non-Canadian citizens. According
referred to as “the Act”), no i

Act (hereinafter
investment in all

However i i ent is reviewable if the interests to be
thresholds:;

for adirect acquidtion;

led) for an indirect acquisition; and

will apply however for an indirect acquisition if the asset
usiness being acquired exceeds 50% of the asset value of the
globa transaction!
A threshold is cefculated annually for reviewable direct acquisitions by or from WTO
investors, except for investment in sectors related to uranium, financial services,
transportation services, and conventional cultural sectors. The threshold for 2005 is
CANS$250 million, higher than that of CAN$237 million in 2004. The threshold for
2006 is further increased to CAN$265 million, which means a direct acquisition by
WTO investors of a Canadian business below the new threshold is not reviewable and
only requires filing with the Canadian Government. Pursuant to Canada s
international commitments, indirect acquisitions by or from WTO investors are not
reviewable and only require filing with the Canadian Government.
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For investment by WTO investors in uranium industry, financia services,
transportation services, and conventional cultural businesses, thresholds for nonWTO
investors shal apply.

2.4 Competent authorities

The authority to administer foreign trade is vested with Internatioral Trade Canada,
which is mandated to help Canadian enterprises expand into the international market,
and to represent Canada in negotiating and supervising trade agreements. The Export
and Import Controls Bureau (EICB) authorizes, under the discretiopgof the Minister of
International Trade, the import and export of goods restricted by and/or tariffs.
It also monitors the trade in certain goods and ensures personal sec f Canadians
and citizens of other countries by restricting trade in
meaterids.

Created in December 2003, the Canada Bordg

plants.

Canadian International Trad itiating safeguard
investigations based on th i ic producers and making
decisions as to whether d ' [ [ a serious injury or a threat

(CHIA) is | ) d quarantine and at the same time
consolidat € f@0d, animal ard plant health inspection
programs.

3 Barriegrsto

3.1 Tariff and tariff administrative measures
3.1.1 Tariff peak

The Canadian Government still maintains high tariff rates over certain products,
which congtitute tariff peaks. Among such products there are vegetables (e.g.
asparagus, 19%), flowers (e.g. Orchids, 16%; Roses, 10.5%), cigarettes that contain
tobacco (12.5%), natural gas (12.5%), textiles (14%), clothing (18%), certain leather
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products (e.g. gloves other than those used for cricket or other sports, 15.5%), certain
footwear (18%), watercrafts (20 or 25%) etc. The high tariff rates for these products
have adversely affected China' s exports to Canada.

3.1.2 Tariff escalation

In Canada, tariff escalation is quite prominent in food, beverages, tobacco, textiles
and leather products. Though there is a zero tariff rate on coco beans, import duty on
coco powder is around 6%. Natural mineral water is subject to a zero tariff rate, but an
11% import duty is imposed on mineral water added with sugar gr flavor. While a
zero tariff rate applies to unprocessed tobacco, rolled cigars tobacco and
cigarettes are subject to import duties ranging from 4% to 12.5%. and animal
hair when not carded or combed enjoy the zero tariff rate [ of 8% is
imposed on semi-processed products such as yarn of i
(carded or combed). Tariff rates on woven fabrics.
14%. The same thing can be said with raw hides .
For most of the unprocessed hides and skins, t " me the
maximum rate is 3%. However, the tariff ~
between 7% and 15%.

3.1.3 Tariff quota

Tariff quota administrati
agricultural products, includi

ian authorities upon some
meat, eggs and wheat and

tariff not lower than CAN$2.82 per kilo.
he tariff over access commitment is as high as
offal of the poultry (fresh, chilled or frozen) as

e 48 TBT notifications to the WTO, mainly concerning radio
communications®quipment, emission standard of passenger cars and engines, safety
measures for motor vehicles, grading of eggs and inspection requirements for

packaging.
3.2.1 Safety requirementsfor lighters
In 2004, the Canadian government adopted the amendment to the act on lighters,

requires those who produce, sell or import al nontluxury lighters (those
domestic-made lighters sold under 2.5 Canadian dollars and imported ones under 2.5
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Canadian dollars according to Customs valuation) to keep conformity certificate for
three years since the production or importation of the lighters, showing that the these
lighters contain child-resistant measures. Associating product safety with price is
obvioudy not in line with the WTO Agreement on Technica Barriers to Trade.
Therefore, the Chinese side hopes that the Canadian side will make reasonable
amendment o as to comply with the WTO rules.

3.22 Specifications of packages contained in the Processed Products
Regulations

ust make sure that the food labeling or advertising contains
ts , ‘ valeur nutritive’ or ‘ valeurs nutritives . When
making a
content of ies ant 13 key nutrients. Besides, the Regulations also provide about
272 different |a8gng samples. However, instead of being chosen randomly, the
labeling samples”are to be selected according to the size of the available display
surface on the packaging of the food, which is often 15%. Therefore, domestic
enterprises should pay close attention to the relevant labeling regulations and their
development in Canada and will have a further look at the regulations to see whether

they fal within the necessary adminigirative procedure.
3.3 Sanitary and phytosanitary measures

In 2005, Canada made 64 SPS natifications to the WTO, mainly concerning the
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amendments to the Food and Drugs Act, the Pest Control Products Act, sanitary
requirements for imported bean products and wood products.

3.4 Trade remedies

Canadais one of countries that frequently resort to trade remedy measures, affecting a
wide variety of products. In 2005, Canada launched 5 trade remedy investigations and
reinvestigations against Chinese exports. There were 2 antidumping and
countervailing cases involving laminate floor and hot rolled steel plate respectively, 2
safeguard investigations on the importation of bicycle and un-maggfactured tobacco
from other countries, and a specia safeguard investigation Iving outdoor
barbeques.

3.4.1 Antidumping and countervailing investigations

une O Minterfiational Trade

average amount of subsidy of 3%. O \
the effect thaggaminated @ oor originated or

Tribunal (CITT) made a fina ruling
imported from China caused inj

side expresses dissatisfactio by pointingYput that the investigation was
launched based on the ked adequate or accurate
information and evidence reg applicant, existence, amount
and nature of sub 0 ce regarding the injury caused by subsidy to

idence establishing a causal link between

y with Paragraph 2 of Article XI of the
ailing Measures (SCM) as well as the relevant

against laminate floor imported from China between 1
ber 2006. The investigation would be conducted based

China. Howev uld there be evidence provided by the relevant interested parties
of the investigation to the contrary o the above status, CBSA
would issue questionnaires to the Chinese Government and producers to collect
further information.

Besides, Canada also initiated an antidumping reinvestigation against hot rolled steel
plate originated or imported from China to reestablish the norma value and export
price of the investigated product. CBSA is going to make a determination in March
2006.

3.4.2 Special safeguard investigations
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In July 2005, the Canadian International Trade Tribunal officially filed a case to
initiate a special safeguard investigation over barbeques originated or imported from
China. This is the first special safeguard investigation launched by the Canadian side
against Chinese exports, following the negative result of the antidumping and
countervailing investigation made over the same item in 2004.

On 11 October 2005, the CITT determined that increased imports of barbeques from
China have constituted a serious injury to its domestic industry, thereby causing a
substantial disruption in the Canadian market. The CITT recommended that an annual
surtax of 15% be levied on Chinese barbeques for a row of threegyears. During the
consultations with the Canadian side, the Chinese side po out that the
determination was groundless instead of being objective as there increase in
the export of domestic-made barbeques from Canada Anporting
barbeques from China.

3.4.3 Safeguard investigations

On 10 February 2005, the CITT launch
bicycles and bicycle frames. This w.
Canada since the establishment of th
fina report, determining that i
serious injury b its domesi
imposed on imported bi
several mistakes were made

given to the numH
months. Beg

and 7 follow- upNgestionnaires were issued to the Chinese Government. This has
turned out to be‘a heavy burden on the Chinese Government and enterprises. Apart
from continuing to make antidumping and countervailing investigation on Chinese
products, the Canadian side made a further pursuit of Chinese products by resorting to
special safeguard measures after the antidumping and countervailing investigation
ended up with a result which was considered undesirable by the Canadian side. Such
practice is not beneficial to the normal development of economic and trade relations
between the two sides. And the Chinese side hopes that the Canadian side will do
what is best for maintaining and promoting economic and trade cooperation between
the two countries before taking up any trade remedy measures against Chinese exports,
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in particular such discriminatory measures as specia safeguard messures.
3.5 Subsidies

Established in 1996, Technology Partnerships Canada (TPC) is a Canadian
Government program that supports the R&D and innovation activities of the private
sector. TPC provides loan funding or companies incorporated in Canada that operate
in three strategic areas, including environmental technologies, enabling technologies,
and aerospace & defence technologies. Funding covers approximately 25% to 20% of
a project’ s total costs, but may be significantly higher. By April 2005, the program
has made well over CAN$2.7 billion in funding commitments fo 600 projects,
of which about 70% has been disbursed. The Canadian Governmeng ¥@structured the
TPC program in 1999 after a WTO Dispute Panel requ '
it was providing an illegal subsidy. In September 200
decided that upon expiration of the TPC grogra

with the rdevant rules of the WTO.

3.6 Barrierstotradein services

nications, broadcasting and

grtation ABt, foreign ownership of a Canadian airline is

Individual ogership™®f a large bank or insurance company is limited to 20% of
voting shares, r less of nationality. According to some provincia regulations,
individual ownerShip of a trust, credit or securities company is limited to 10% with
aggregate foreign ownership no more than 25%.

There are aso restrictions imposed on the business scope of foreign-funded banks,
such as barriers to retail banking. That means branches of foreign banks are not
allowed to compete with Canadian banks in personal financial services. According to
the Banking Act, with some exception, an authorized foreign bank shall not make a
loan in Canada on the security of residentia property in Canada.

3.6.3 Insurance
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Pursuant to the Insurance Companies Act, the aggregate foreign ownership of a
Canadian life insurance company shall be no more than 25% with individual
ownership limited to 10%.

3.6.4 Televison and broadcasting services:

According to the rules made by the Canadian Radio-televison and
Telecommunications Commission (CRTC), non-Canadian citizens are not allowed to
have broadcasting licenses. Besides, foreign ownership of a bro ing and media
service in Canadais limited to 20% of voting shares (maximum 3 in the case of a
parent corporation).

3.65 Tdecommunications

international services through any means retained a
46.7% limit on foreign ownership for, ept fixed S@ellité€ services and
submarine cables. In addition to t also retained a
requirement for “Canadian ¢ Bns facilities which
stipulates that at least 80% directors must be Canadian
citizens

3.6.6 Cultura s

er, to negotiate specific commitments to
investors may directly acquire Canadian book

ts. Indirect or direct acquisition of a foreign distribution
eda is only allowed if the investor undertakes to reinvest a
portion of its Candlligh earnings in amanner specified by the Canadian Government.
4 Barrierstoinvestment

4.1 Barriersto investment access

Though Canada encourages foreign investment, there are laws and administrative
policies which restrict foreign access to and ownership in sectors deemed sensitive,
such as fishery, nuclear industry, transportation, etc. For instance, foreign investors
are not alowed to have a majority ownership of businesses in the energy or mining
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sector. With regard to fishing, foreigners can own up to 49% of companies that hold
Canadian commercial fishing licenses. Although the Canadian government is relaxing
control and restrictions on certain sectors according to its WTO commitments, various
investment restrictions maintained at provincia level till have an adverse effect on
foreign investors. Several provinces regulate the sale and ownership of land with
respect to foreign owners, largely in the agricultura and recrestional sectors.

4.2 Barriersto investment withdrawal

No restrictions are imposed on withdrawing investment or repatri

ion of profits on

period unless benefits gained from the preferential po
profits earned by the foreign investor in terms of

items as dividend, interest, saary,
However, such tax can be reduced to
different bilaterd agreements.
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Kenya

1 Bilateral traderdations
According to the China Customs, the bilateral trade volume between China and
Kenya in 2005 reached US$480 million, up by 29.7%, among which China s export to
Kenya was US$460 million, up by 31.0%, while China s import from Kenya was
US$20 million, up by 4.0%. China mainly exported medicine, footwear and headwear,
textiles and clothing, batteries, industrial and farming tools, office supplies, daily
commodities, etc. The major imported products of China from Kenya included textile
raw materids, coffee, tea and tea products, and leather.

According to the Ministry of Commerce (hereinafter referred to as
turnover of completed engineering contracts by Chin iesin
US$35.32 million in 2005, and the volume of the

Supplies Act, Banking Act Cap 488, the Insurance Act, the Value Added Tax Act,
the Export Proceg®ng Zones Act, the Standards Act, the Public Health Act, the Food,
Drugs and Chemical Substances Act, the Pharmacy and Poisons Act, the Mining Act,
the Trading in Unwrought Precious Metas Act, the Plant Protection Act, the
Suppression of Noxious Weeds Act, the Agricultural Produce (Export) Act, the
Agriculturd Act, the Dangerous Drugs Act, and the Fisheries Act.

Laws regulating government procurement include the Local Government Act, the
Government Contracts Act and the Public Procurement And Disposa Bill.

The Customs and Excise Act provides the legal basis for Kenya to take antidumping
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and take anti-dumping and countervailing measures against imports. However, so far
there is no specific legidation covering safeguard measures.

Other trade-related laws and regulations in Kenya include the Industrial Property Act,
the Copyright Act, the Trade Marks Act, the Seeds and Plant Varieties Act, and the
Standards Act.

212 Legidation on investment administration
The magjor investment-related laws in Kenya consist of the Foreign Investment
Protection Act, the Trade Licensing Act, and the Investment Promotion Act. These
laws provide for the rights and obligations of foreign investors, dgtailed investment
procedure, application for investment approval, competent dep ts, investment
incentives, etc. Sector-specific rules are incorporated in relevant r hoNs, such as
the Transport Licensing Act, the Land Control Act, thegd/ater Act, tels and
Regtaurants Act, the Tourism Industry Licensing Act, the Miti

2.2 Trade administration

221 Tariff system
Kenya is one of the few countries wh : applfed. The main
form of tariff is ad valorem tariff. | : ity was founded
between Uganda, Tanzania, c gloms Union, which
imposes a Common Exter ) on goods, from countries outside the
' mmunity. As of January 1%,
bject to a three band tariff,

oods. The Community also imposes a tariff
bacco, cement, etc. Apart from import

Out of concern for security, health and environment, Kenya has established an import
licensing system, which classifies goods into two categories. The first category is
prohibited imports, which include eleven products, such as false money and
counterfeit currency notes and coins, pornographic materials, narcotic drugs,
chemicals, etc. The second category covers restricted imports, which can only be
imported when approved by the departments concerned, or meeting the relevant
standards issued by plant quarantine, health or environmental authorities. Among
these goods are products of animal and plant origin, weapons, automobiles, and
precious medals, etc. However, there are exceptions to the regulation of cases where
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an import license is not required for goods to be sold in duty-free shops or export
processing zones, or ammunitions purchased by the Government.

The East Africa Customs Management Act provides for a drawback of import duty on
materials and goods imported for the manufacture of goods to be exported, transferred
to a free port or transferred to an export processing zone. The importer will need to
obtain authorization from the Commissioner of Customs before applying for a
drawback. The Commissioner determines the duty drawback coefficient applicable
based on the claim for drawback which should be presented within a period of 12
months from the date of exportation of the goods.

Additionally, the Plant Protection Act of Kenya stipulates that imgported plants, the
Customs shall deny entry of seeds and fruits (excluding cann uit) without a
phytosanitary certificate issued by the Kenya Plant Health In e Services
(KPHIS).

2.2.3  Export adminigtration

As in the case of import business, the Trade
license is required by Kenyan Ministry of
Kenya

2.2.3.1 Export licenses

2003-2007, the Government of Kenya has adopted various incentives to encourage
export, such as reducing or remitting excise and providing for export drawback etc.
Besides, a Tax Remission for Export Office (TREO) Scheme has been implemented.
According to the TREO Scheme, a local manufacturer can apply for a remission of
import duty and VAT on raw materids used in the manufacture of goods for export.

2.3 | nvestment administration

231 Market access
Pursuant to the Investment Promotion Act, foreign investors who intend to invest in
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Kenya shall apply to the Kenya Investment Authority for an investment certificate,
which is only granted if the amount to be invested by a foreign investor is at least
US$500,000 or the equivaent in any currency, and the project to be invested in shall
be legd and beneficid for Kenya.

As amatter of fact, aforeign investor can invest in any economic sector in Kenya free
of any product limit. The forma limits on foreign ownership only exist in
telecommunications and insurance, in which foreign ownership of a business is
limited by policy to 70% and 77% respectively. Companies listed on the Nairobi
Stock Exchange are required to have at least 25% of nationa ownership.

2.3.2 Foreign exchange and foreign investment protection
A floating exchange rate system is adopted in Kenya and th
controls. A foreign investor is free to repatriate his capital and after-tax p
The Foreign Investment Protection Act specifies that the ensures
the safety of foreign investment and will only expropri '
nationa use under specia conditions with f

24 Competent authorities
The Kenya Ministry of Trade i 1 BNt authority for the

researching and developi

making sand implementing trade and
industrial development polici i

tracting foreign investment,

ble for facilitating the business of exporters or export
N , promoting the export of goods and services, and coordinating
all the export-refgige activities. Export Processing Zones Authority mainly provides
convenience and” services for enterprises in the zones, and issues the permit to
establish an enterprise in the export processing zones as well as the permit to establish
an export processing zone. Main functions of the Kenya Bureau of Standards include
scientifically formulating the national technica standards and disseminating
information relating to standards and technology regulations. The Regional Divisions
of DET are respongble for issuing trade licenses required for import and export.
The primary function of the Customs Service Department is to collect tariffs, excise,
and VAT on imports. Additionally, the Department is also responsible for collecting
trade statistics and preventing illegal entry and exit of prohibited goods such as drugs
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and weapons.
The Kenya Ministry of Finance is mainly responsible for auditing the applications of
drawback on customs taxes and VAT under the Tax Remission for Exports Office
(TREO) Scheme.,

The basic functions of the Kenya Investment Authority include providing one-stop
service information and assistance to investors, issuing investment certificates or
required licenses for investors, and promoting foreign investment in Kenya.

The functions of the National Investment Council include formulating
investment-promoting guidelines for the government, investigating into the possible
factors influencing Kenya s economic development and foreiggs investment, and
promoting the communication between government and ent in terms of
implementing nationd investment policies.

3 Barriersto trade
31 Tariff and tariff administr ative measur es
311 Tariff peak

The overal tariff level in Kenya s quite high. | sectOrs, tariff
peaks are mainly focused on farm prg chemical
products. High tariff rates between tors, and the
highest tariff isimposed on farm proddigts (with a rate )0 U.S. dollars per
ton, whichever is higher). Tarif and bedding are as

high as 50%.
3.1.2 Tariff escalatio

one officer to dmgther. The documents are not only processed sowly, but aso
sometimes subjeCt to repeated examination. Similar procedures are also applied on
paying of tax refunds and obtaining tax waivers and rebates on imports used for
manufacture.

To inspect imports, the Kenyan Customs opens almost every container, the practice of
which not only delays the goods from passing the Customs, but aso increases the
likelihood of breskage.

322 Customsvaluation

Though Kenya has implemented the Agreement on Customs Valuation since 2001,
customs officials constantly uplift the declared valuation of goods instead of using the
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c.i.f. value provided or the supplier’ s invoice, which usually results in a completely
higher tax liability. Information on custom valuation methods and tariffs are not
disclosed. Additionally, importers are hard to question the tax liability, because the
clearance process will be delayed when a dispute of valuation occurs and the high
demurrage costs arising therefrom exert a heavy burden on the importer.

3.2.3 Pre-shipment inspection

As from June 30, 2005, pre-inspection certification is required for goods to be
imported into Kenya. All goods must demonstrate compliance with Kenya Standards
or approved equivalents by evidence of a “Test Report or Certificate” from an
ISO/IEC17025 accredited laboratory or recognized by the Interngfional Laboratory
Accreditation Co-operation (ILAC) or the International Feder of Inspection
Agencies (IFIA). Goods imported without the above mentioned cer or reports
would be held at the port of entry at the importer’ s
determined.

the Kenyan market requires a small g
If every product needs a test report,
the Kenya Bureau of Standard hinese products to
Intertek Testing Services, a esting and is known
for itslow efficiency.
In order to facilitate the pre-
government has inifa ' Kenya Bureau of Standards. In August of 2005,

visit to China, which has laid a good
t certificates issued by Chinese product testing

hnical regulations are not complete and there are no
specific techMygal staldards. Where there are technical standards and regulations,
some of these ot in conformity with the international standards. Furthermore,
there has been afack of transparency in the work of such organizations as the Kenya
Bureau of Standards and the Kenya Customs. As a result, Chinese exporters are not
able to get timely information about technical standards and quality test procedures
from relevant authorities. In he case of cements, since Chinese exporters are not
specifically informed of the relevant technical standards, Chinese cements exported to
Kenya are constantly held up at the port. Hence Chinese enterprises have suffered
economic losses.

On August 17, 2005, the Memorandum of Understanding on Cooperation in Quality
Inspection was signed between the General Administration of Quality Supervision,
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I nspection and Quarantine of China and the Kenya Bureau of Standards.

34 Export Restrictions

Apart from export restrictions on a few items for reasons of public food safety and
animal, plant and resource protection, Kenya also requires that warehoused goods,
goods under duty drawback, and transhipped goods shall not be exported in vessels of
less than two hundred and fifty tons register. The regulation has set an unnecessary
obstacle to normal export trangportation.

35 Inadequate intellectual property right protection
Kenya is a member of and a signatory to a series of internation anizations and
conventions such as the World Intellectual Property Organizatio
Convention, and the Berne Convention. Although the K
laws governing IPR such as the Trademark Act, the C
Property Act on IPR protection, the enforcement Qfg

3.6 Other barriers
On March 21, 2005, the K
obtaining work permits an

egulation regarding
orts administration. The
cards, work permits and
ply in person. The Kenyan
es to those who gpply by proxy.

to him and 0t iIIGAIf adOcal employer has aready hired foreigners
iti@hs can be filled by local people, their permit will

There are no barriers for foreign direct investment (FDI) in Kenya, but the
Kenya Investmerit Promotion Act specifies that a foreign investor needs to invest no
less than US$500,000 to get investment approval from the Kenya Investment
Authority. In contrast, the threshold for a local investor is only 5 million Kenyan
Shillings (an equivalent of US$65,000). This regulation creates great obstacles to
foreign investment, especially in non-capital-driven industries such as the service
industry.

4.2 Barrierstoinvestment operation
The Kenyan Government has set different treatment standards for foreign investment
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in terms of business areas, products, enterprise ownership, and the use of land, and
has imposed many restrictions on business activities conducted by foreign investors.
All these have serioudy deterred foreign investors from investing in Kenya

421 Restrictionson business areas

Areas such as Nairobi, Mombasa, Nakuru, Kisumu, Eldoret and parts of Thika are
defined by the Kenya Trade Licensing Act as genera business areas Non-citizens
shall not conduct business outside the general business areas unless specifically
authorized to do so in alicense.

4.2.2 Redrictionson products

The Trade Licensing Act also lists a range of about 70 specified goods (from
foodstuffs to other manufactured goods) in which non-citizen banned from
conducting a business unless specificaly authorized to do soin alicense.
4.2.3 Redrictionson ownership

Ownership restrictions are set on companies listed on
which are required to have at least 25 percent nationa_Quael
424 Restrictionson land use
The Kenya Land Control Act prohibits eith
joint venture enterprises make any agrichltural (
dealing, transfer, leasing and mortg . [ ives full“discretionary
powers to the President to grant
Presidential exemption thus
investors can acquire agric
guidelines that investors
acquire agriculturd land very len
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Malaysia
1 Bilateral trade relations

According to China Customs, the bilateral trade volume between China and Malaysia
in 2005 reached US$30.71 billion, up by 16.9%, among which China s export to
Malaysia was US$10.61 billion, up by 31.2%, while China s import from Malaysia
was US$20.1 billion, up by 10.6%. China had a deficit of US$9.49 hillion. China
mainly exported cereal, machinery and electronic products, textile yarn and products
thereof, clothing and accessories, steel, crude oil, footwear, and vggetables, etc. The
major imported products of China from Malaysia included mach and electronic

crude oil, etc.
According to the Ministry of Commerce (hereinafter rérefg
turnover of engineering contracts completed b i
reached US$230 million in 2005, and the volu C
US$310 million. The volume of completed |abg contracts was
US$ 26.18 million, and that of the rewl N contracts
was US$25.07 million. The turnov '
US$0.78 million and there were no n
aggregate turnover of engineci
Malaysia reached US$2.07 hi

ese companies in
of US$3.65 hillion.

Approved by or g
enterprises were @stabli in 2005, with a total contractual investment

ed 130, with an accumulated contractual
ese parties.
investors invested in 371 projects in China in

2 Introduction fo trade and investment regime
2.1 Legidation on trade and investment

Malaysian legidlation affecting foreign trade and investment mainly includes Customs
Act, Customs Import Control Regulations, Customs Export Control Regulations,
Customs (Rules of Vauation) Regulations, Plant Quarantine Act, Protection of New
Plant Varieties Act, Countervailing and Anti- Dumping Regulations, Promotion of
Investments Act, Guidelines for Foreign Investment, Exchange Control Act, Patents
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Act, and Communications and Multimedia Act.
As of 1 May 2005, the Drug Control Authority under the Ministry of Health in
Maaysia put into effect the Drug Registration Guidance Document (Amendment)
passed in April 2004. The amendment prescribes the mandatory requirement for the
use of a hologram security device on medicinal products sold in Malaysia. It is
applicable to al pharmaceutical and traditional products, locally manufactured or
imported.

Starting from 1 July 2005, the Nutrition Labeling Regulation came into effect in
Malaysia, requiring the compliance of more than 50 types of common consumer food
with the enacted regulation.

2.2 Trade administration
221 Tariff system

2211 Import duties

mainly subject to ad valorem duty t
products. Presently, while there ar
materials, components and magkner s &0 on luxury goods
such & automobiles, and g are protected in Maaysia.
Mandated by the Custom \i [ the right to exempt certain

In compliance wit} Southeast Asian Nation (ASEAN) Free Trade
Agreement, Mala duties for a number of items, effective as of
January 1, 2005. i i BU vehicles and CKD vehicles and

duty of 20%.
2.2.2 Import administration

Imported items are classified into four categories. prohibited items; products requiring
licenses, including poultry, beef, rice, sugar, and color copying machines, etc.; items
subject to temporary import restrictions to protect a domestic industry, including milk,
coffee, certain wire and cables, some iron and steel products, etc.; items that may be
imported only after meeting specific criteria

According to the Nutrition Labeling Regulation enacted by Malaysia as of 1 July
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2005, proper nutrition labeling is required for imported food. The nutrition label
should contain the content of vitamins, minerals, cholesterol, dietary fiber, and fatty
acids. No medical terminologies are allowed to be used in the instructions on the label.
The regulation covers a total of over 50 kinds of common consumer food, including
domestic and imported fine cereal products, all kinds of bakery products and desserts,
dairy products, powdered milk, soft drinks including plant drinks, soy bean milk, and
other drinks made of soy beans.

2.2.3 Export adminigtration

rubber, textiles, iron and sted, etc.; items which can be ex|
A specia permit is required for the exportation.g

exercised over the exportation of rubber wood. a
shortage of raw materials for the furnltur a, the
Government in June 2005 made a decis an on the

exportation of rubber wood in order
wood. Those who had obtained the
2005. The ban was effective as 0

2.3 Investment admini

adepted by Malaysia include the reduction and exemption of
ent tax as well as import duties and sales tax. To encourage
foreign invest in the research and development of advanced and high
technologies, thé’ Malaysan Government has dedicated a special zone located in
Kuala Lumpur where a Multimedia Super Corridor was established to attract foreign
investors engaged in the development of electronic, information, and communications
technol ogies, the production of such products, and the provision of technical services.
Apart from the abovementioned preferential tax policies, the enterprises located in the
Corridor aso gets support in telecommunication fees, applying for research grants,
getting listed in the local market, and raising fund overseas. To encourage local and
foreign companies to invest in the manufacturing industry, the Malaysian Government
provides such investment incentives as granting new industry status to those
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companies, providing bonus to the same amount of the investment and reinvestment
tax.

2.3.2 Restrictive measures regarding foreign investment

The requirement for acquisition of properties is now more stringent for foreigners.
According to the Guidelines for Foreign Investment issued by the Malaysia Foreign
Investment Committee (FIC) in August 2004, acquisition of property(ies) with a total
value of RM10 million and above or an entire building or property development
project by foreigners has to be registered under alocal company ill be subject to
conditions for acquisition (including equity, employment, share and property
development). The only exemption to the equity condition is when [
industrial property for their own manufacturing opgugti

operationa activities.
2.4 Competent authorities
241 Major authorities responsble

The Ministry of Internatio
and implementing trade- \Cies, exergising quota control, issuing
import and export licenses

pervise the importation and exportation of
hon regarding import and export licensing
elopment Corporation is responsible for
d semi-finished goods as well as providing

for products from different industries are issued by their
gmstance, the Ministry of Agriculture is responsible for
t origin while the Atomic Energy Licensing Board is
ctive substances and radioactive instrument, the Malaysian
pnary Servicesisin charge of animas and animd products.

24.2 Major authoritiesin charge of investment administration

Bank Negara Malaysia is the major competent authority for investment administration.
Key industrial projects involving overseas investment require the approval of Bank
Negara Malaysia. The Maaysian Industrial Development Authority (MIDA) under
the Bank is responsible for attracting foreign investment in the manufacturing
industry. The Maaysia Foreign Investment Committee (FIC) is mainly responsible
for examining and approving the proportion of foreign investment and for reviewing
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the applications regarding foreign investment in other manufacturing industries than
furniture making.

3 Barriersto trade
3.1 Tariff and tariff administrative measures
Simple average gpplied ad-vaorem tariff for 2005 in Mdaysais 8.1%.

311 Tariff peak

Tariff peak still exists in certain sectors. The proportion of tariffs
accounts for nearly one quarter of al tariffs. Tariff proteci
textiles, clothing and leather products, food and bever
on 16.9% of tariff lines.

3.1.2 Tariff escalation

Tariff escalation can be manifested inghe tari tariff rate is
applied to cocoawhile a 15% rate is | @i )arations; fhere is no tariff on
cotton while a 10% rate is i sed 0 rate is on cotton

knitwear and clothing.
3.1.3 Tariff quotas
Altogether 19

control in
€ggs, roun

olving 73 tariff lines are subject to TRQ
ine products, poultry products, milk,
gar £&nd tobacco. The tariff rates beyond access
plorem or specific duty, the highest ad valorem

ely 27% of the tota tariff lines, mainly with regard to animal
and vegetable cts, wood, machinery, vehicles and transport equipment, are
subject to nondutomatic import licensing administration. All imports of heavy
machinery for construction need approval from MITI, which will be given only if this
machinery is not available locally. This has turn out to be an obstacle impeding
Chinese products of the abovementioned kind from entering the market of Malaysia,
over which the Chinese Side expresses concern.

3.3 Discriminatory taxes and fees on imported goods

In 2005, following the reduction of import tariffs for CBU vehicles and CKD vehicles
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and components, the Malaysian Government increased the automobile excise taxes to
alevel between 60% and 250%. Proton and Perodua, two local automakers received a
50% tax rebate on excise taxes and other local manufacturers also received tax rebates
to different extents.

The tax rebate practice only applicable to domestic automakers is an unfair treatment
to imported automobiles, which is against the National Treatment principle of the
WTO. Therefore, the Chinese side expresses concern over the matter.

3.4 Technical barriersto trade

complicated and protracted process,
exportation of traditional Chinese medici

. The certificate is issued on the joint
Department of Veterinary Services and the

Maaysia is not a signatory to the plurilateral WTO Government Procurement
Agreement. The Maaysian government policy calls for procurement to support
national objectives, such as encouraging greater participation of the bumiputeras
(indigenous Malays), in the economy, transfer of technology to local industries,
reducing the outflow of foreign exchange, creating opportunities for local
service-oriented companies, and enhancing Malaysia’ s export capabilities. Therefore,
foreign companies do not have the same opportunity as some local companies to
compete for procurement contracts and on many occasions only when they formed
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partnership with local companies could they participate in the government
procurement biddings. The Chinese side hopes that competent authorities of Malaysia
will creste aleve playing field for government procurement biddings.

3.7 Barrier totradein services
3.7.1 Financial and telecommunications services

While alowing foreign individuals to acquire shares in local insurance companies or
banking institutions, there are limits imposed on foreign shareholdihg, which is 30%
and 51% for banking institutions and insurance firms respectiv \With regard to
telecommunications services, foreign investors shall acquire no mo 49% of the
shares of alocal telecommunications company. Besides, f@geign inv required
to obtain approval from authorities in charge of en and
posta servicesin Maaysa.

3.7.2 Fishery

Foreign vessels are subject to fishin i ja ard there are a
number of restrictions. First, foreign g :
licensing fee for fishing in daysia. Additional
restrictions may be attached the Fishery Authority, such
as the requirements for ' s, transfgiring fishing technologies as
desired, accepting inspectors

Foreign architectural firms may not have Malaysian architectural firms as registered
partners. A foreign architectural firm may operate in Maaysia only as a joint-venture
participant in a specific project with the approval of the Board of Architects. Foreign
architects may not be licensed in Maaysia but are allowed to be managers,
shareholders, or employees of Madaysan firms.

3.7.5 Engineering services
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There are harsh regulations in Malaysia regarding the provision of engineering
services by foreigners. Foreign engineers may be licensed by the Board of Engineers
only for specific projects, and must be sponsored by the Malaysian company carrying
out the project. The license is only valid for the duration of a specific project. Besides,
foreign engineering companies may collaborate with a Malaysian firm, but the
Malaysian company is to design and is required to submit the plans for domestic
approval.

3.7.6 Labor services

The Government of Maaysia restricts the employment of nol residents in
Malaysia and monitors the recruitment procedure of the enterprises 0 maintain a
set ratio between local labor and foreign labor. Malaya jts labor
market to general labor services from China and exer j
number of employees as well as skilled and upski

permit. All these have created an unfavorable e [ [ e labor
savices in Maaysa, over which the Chinese dide

4 Barriersto investment

Presently, there is no limi
manufacturing industry
businesses in broadcasting
and health care sgf¥Tces!
company or registea branch i : order to conduct business.

' 2, enterprises are required to apply to the
Autbority for conducting business in the
criteria for approval are quite abstract, for
e business into the overall plan for industrial
or it being in line with the economic strategy or social
absence of definite criteria, it is totally within the
to#andle individual cases. When a local firm and a foreign
a the same time for the same project, the local firm tends to
efore, the Chinese side expresses concern over the matter.

on foreign shareholding in
pply, banking and medical

Maaysia
manufacturi
insi@&nce, the

Authority " §di
firm submit
get the gpproval.
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The United States of America

1 Bilateral trade reations

The United States of America (hereinafter referred to as the * US' ) was the second
largest trading partner of China in 2005. According to the China Customs, the
bilateral trade between China and the US reached US$211.63 hillion in 2005, an
increase of 24.8%. This figure includes China’ s exports to the US of US$162.9 hillion,
up 30.4%, and China s imports from the US of US$48.73 hillion, up 9.1%. China s
surplus amounted to US$114.17 hillion for the year. China s exports to the US
consisted mainly of machinery, electronic products, footwear, t furniture, trunks

contractual investment of US$220 million by Chinese
05, a total of 1,008 Chinese-funded, non-financial

According to M@FCOM, US investors invested in 3,741 projects in China in 2005,
with a total contractual investment of US$13.51 billion and an actua utilization of
US$3.06 hillion. By the end of 2005, US investors had accumulatively invested in
49,006 FDI projects in Chinawith atotal contractual investment of US$112.12 billion
and an actud Uutilization of US$51.09 hillion.

2 Introduction to trade and investment regime

21 L egidation on trade and investment
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211 Legidation on trade administration

The American legal system governing trade consists of tariff and customs laws,
import and export administration laws, trade remedy laws, security-concernbased
trade legidation, and domestic laws stipulated in order to implement foreign trade
agreements. As a common law country, the US trade legal system is made up of both
statutes and precedents. The latter provide the concrete enforcement of or useful
supplement to statutory laws. The statutory laws ratified by the US Congress are
contained in the Statutes at Large, and most are now incorporated into Title 19 of the
United States Code (USC), while the precedents are carried in various

Currently, the following laws have constituted the pillars of th
governing trade: The Tariff Act of 1930, as amended, is the main |
rate setting and tariff imposition. It also provides for i

amended, has ratified the Tokyo-roun
negotiation outcomes on trade remedi

participate in trade negotiation ! dr trade practices. It
has also amended compr isting then, including the
countervailing and anti-d t Act of 1979 and Section

inistrative Action 1994 for the URAA,

2.1.2.1 Legidatigh on reporting and review requirements

Laws in this area include the Irternational Investment and Trade in Services Survey
Act, the Agricultural Foreign Investment Disclosure Act, and the Defense Production
Act of 1950 (commonly known as the Exon-Florio Amendment), etc.

2.1.2.2 Legidation on national treatment and sectoral restrictions

The US places restrictions on foreign investment in energy, mining, fishery, etc.,
through various legidation; for example, the Atomic Energy Act of 1954, and the
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Minerd Leasing Act of 1920.

2.1.2.3 Legidation on international investment arrangements

So far, there are 49 bilateral investment agreements that the US has signed with other
countries or territories and that have taken effect. Additionally, many bilateral and
regiond trade agreements the US has Signed dso contain provisons on investment.

2.2 Trade administration

221 Tariff system
2211 Average tariff rate

US tariff rates on industrial goods averaged 4% in 2005,
goods averaged 12%.

2.2.1.2 Thetariff administration

The US tariff system is based on thefS Har 2 gule formulated in

accordance with the Harmonized and@ommaodity DeS oding System of
' ("y&@0rem duties. Certain

imports, mostly agricultural [ ifi§¢ duties; however, others are

levied compound duties.

222 Import ad

The US utilj ' , ulate imports. Additionally, the US

sensitive products, including agricultural
ch as environmental protection and national
octed numerous domestic laws authorizing the

port restrictions. For example, imported poultry and poultry
products are D the requirements and regulations of the Animal and Plant
Health Inspectigf Service and the Food Safety and Inspection Service of the
Department of Agriculture.

223 Export administration

2231 Export control

2.2.3.1.1 Export control system

The US maintains export controls over certain products for reasons of national
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security, foreign policy purposes, to prevent the proliferation of bio-chemical weapons
and missile technology, or to ensure sufficient domestic supply. Based on the Export
Administration Act of 1979 (EAA), and the Export Administration Regulations
(EAR), the US has put in place a number of export control systems to prevent exports
to unauthorized destinations. Currently, export controls are exercised through
authorization by the President on an emergency basis. The Export Administration Act
of 1979 (EAA) expired on September 30, 1990, and to date, no new law has replaced
it. The US government uses licensing to control exports. The main factors considered
in export review include the destination, the end-user, the product and its end-use.
Parties involved in the sales of products and sales services, including banks, insurance
companies, shipping lines and foreign forwarders, are also revi in the process of

export licensng.

2.2.3.1.2 Re-export control system

The US government aso requires that compages

When such items are re-exported to c@lintries | i€ Department’ slist
of “countries supporting terrorism,” ' Al items with 10%
or more of US-origin content i [ : l0ust 2 2005, the US
amended the Controlled rt and Export Act and approved the

Controlled Substances 005, ugtler which the US Attorney
olled substances.

treatment for foreign trade zones, duty
centive for small-and- medium-sized businesses

k of the United States uses various types of loans, guarantees,
and insurance es to provide financing to exporters and international buyers.
President Bush’ sffscal year 2006 federal budget will provide US$200 million to fund
the Bank’ s program budget.

2.2.3.2.2 Duty-freetreatment for Foreign-Trade Zones
According to the Foreign-Trade Zones Act of 1934, foreign and domestic
merchandise brought into foreign trade zones are exempt from duties, inventory taxes

or consumption taxes. Finished products using US parts and foreign-sourced materials
pay no duties on the added vaue.
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2.2.3.2.3 Duty drawback system

In accordance with Section 313 of the Tariff Act of 1930, customs duties or other
taxes levied on imported merchandise or raw materials can be refunded at the time of
exportation.

2.2.3.2.4 Export incentive to small and medium sized enterprises

The Small Business Service under the US Department of Commerce is responsible for
providing export support to small and medium sized enterprises, including export
information, consultation, short-term export financing and recycli@@working capital.
Meanwhile, in order to promote the export by small and mediu
(SMEs), the government also uses the Market Development Co
(MDCP) to provide technical and financial assistance t i hons that
are committed to supporting SMEs in their efforts to enh i
tackle the international market. In 2005, 36 org
and 5 were selected to receive awards.

2.2.4 Other trade-related tariff system

By the end of 2005, the U and territories bilateral free
trade agreements, inclu Australia, Andes, Central
America—Dominican_Republi January 19, 2006, the US

e agreements including the NAFTA.
trade arrangements are entitled to more

and least developed countries, with one of the oldest schemes
being the Genergli System of Preferences (GSP) which was established in 1976.
SP, the US provides preferential duty-free entry to more than
4,650 products from 144 designated beneficiary countries and territories.

Similar preferential arrangements include the Caribbean Basin Initiative proposed in
1983, the African Growth and Opportunity Act of 2000 (AGOA), and the Andean
Trade Promotion and Drug Eradication Act (ATPDEA) amended in 2002.

2.25 Other related systems

2.25.1 Customs system
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The US import procedures have undergone significant changes since 2002. New rules
require that electronic information must be disseminated to the competent US
authorities before cargos are shipped to the US. The US has reached agreement with
certain foreign seaports to examine US-bound containers. In addition, the
Bio-terrorism Act of 2002 requires registration of food facilities and prior notice of
imported food shipments to the US Food and Drug Administration.

2.25.2 Trade remedy measures

The US trade remedy system covers two aspects. affected i
exports. Remedies available to imports include anti-dumping
measures against unfair price competition, safeguard measures to

Remedies available to exports are aimed
and increasing the overseas market ac

The US government is
exports out of political or
controls meet the G
Emergency Econdini

ant laws. These laws include the International
rading With the Enemy Act, the Narcotics
iy and Development Cooperation Act of

e past 20 years, athough in some sensitive sectors, such as
aviation, com ions, atomic energy, finance, and marine transportation, there
does exist certaingSpecific restrictions on national treatment and market access. Out of
concerns for national security and statistical needs, reporting requirements are
established and investment in some sectors is subject to various review requirements
and limited nationd trestment and market access.

231 Investment report
The International Investment and Trade in Services Survey Act provides for the
collection of information by the Federal Government on foreign investment in the US

for analytical and statistical purposes. Foreign investment is required to report to
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respective competent government authorities, with medium and long-term portfolio
inward investment reporting to the Department of Treasury. Any foreign person who
acquires or transfers any interest, other than a security interest, in agricultural land
shall submit a report to the Department of Agriculture no later than 90 days after the
date of such acquisition or transfer. With regard to other general foreign direct
investment, an initial direct investment survey report must be filed with the Bureau of
Economic Analysis of the US Department of Commerce within 45 days after the
direct investment transaction occurs. An exemption may be claimed if the new US
affiliate has no more than $3 million in total assets and owns less than 200 acres of
USland immediately after being established.

2.3.2 Investment review
In general, foreign investment is not subject to revi
grounds with respect to any foreign acquisition,
engaged in commerce in the United States. But
of adtart-up or “ Greenfield” investment.

Committee on Foreign Investments
review of fore|gn acquisitions. The r

is in charge of
FIUS or initiated

241 TheCongfess

As clearly defined in Section 8, Article | of the US Constitution, the Congress shall
have power to “ regulate commerce with foreign nations’ as well as “to lay and collect
taxes and duties’. Therefore, signing free trade agreements, implementing or revising
tariff measures and other trade-related measures must all be based on specific
Congressional legislation or otherwise be made with specia authorization by the
Congress.

The Senate and the House of Representatives have more than 10 subordinate
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committees that are trade related, and the key organizations among them include the
House Committee of Ways and Means and the Senate Committee of Finance.

2.4.2 The Executive Branch

In the area of foreign trade administration, main responsibilities of the executive
branch lie in three main dimensions. foreign trade negotiations shouldered by the
USTR and the State Economic Committee in direct response to the President; import
and export administration implemented by the Department of Commerce, the
Department of Agriculture and the US Bureau of Customs and Bordgr Protection; and
tariff imposition which is handled by the US Bureau of C¢8ligms and Border
Protection.

2.4.2.1 United States Trade Representative (USTR)

new pieces of legidation.

According b the Uruguay Rq
negotiations under the

responsible for all
R aso appoints three

responsibl port promotion. Its main duties include
enforcing f aws and@regulations, implementing foreign trade and
invgstment pr ies, itoring the implementation and execution of

Administration (ITA) and the Bureau of Industry and Security
(BIS) are the portant subordinated offices affiliated to the DOC. The main
functions of ITA include export promotion, trade statistics, tariff information
collection, supervision over the compliance of market access commitments and the
implementation of international trade agreements or treaties by foreign countries,
removal of market access barriers in other countries, antidumping and countervailing
investigations, etc. BIS is mainly responsible for formulating, implementing and
interpreting export control policies in relation to dual- use articles, software and high
technology, and issuing export licenses.

To help combat intellectual property violations and enforce intellectual property laws,
President Bush, acting under the Consolidated Appropriations Act of 2005,
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announced on July 22, 2005, the establishment of the Office of the Coordinator for
International Intellectual Property Enforcement, whose responsibilities are to address
international intellectual property violations, protect American intellectual property
overseas, and coordinate and leverage the resources within the federal government in
the aim of protecting American intellectual property overseas. The Coordinator will
play a significant role in the ongoing implementation of the Bush administration’ s
Strategy Targeting Organized Piracy (STOPY) Initiative launched in 2004,

24.2.3 International Trade Commission (ITC)

The International Trade Commission (ITC) is a federal agency
investigative power in trade issues. The ITC' s main duties i establishing
Whether any domestic industry has suffered material injur because

industry affecied by import surges.

2424 The Customs

xecutive branch is conducted through
el is the Trade Policy Staff Committee

The Commi
in 1975 as -agency committee made up of 12 members including the
Secretaries of CgMhmerce, Defense, Homeland Security, Justice and State, all under
the chairmanship of the Secretary of Treasury. The major responsibility of CFIUS is
to implement investment policy of the US, and mainly to examine foreign mergers
and acquisitions of US companies under the Exon-FHorio Amendment.

24.25.3 Private sector advisory committees

The system of private sector advisory committees was initialy set up under Section
135 of the Trade Act of 1974, and later, having been expanded by the Trade
Agreement Act of 1979, and the Omnibus Trade and Competitiveness Act of 1988, it
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has evolved into the current three-tier system administered by the USTR. The
Advisory Committee for Trade Policy and Negotiations (ACTPN) is the top-level
committee that provides overall trade policy advice, including advice on trade
agreements and trade negotiations. Members are appointed by the US President. The
second tier is made up of policy advisory committees representing overall sectors of
the economy, such as industry, agriculture and services, which provide advice to the
government with regard to any possible impact that different trade measures may have
on relevant sectors. The third tier are technical, sectoral, and functional advisory
committees composed of experts from various fields and responsible for providing
specific technical information on trade issues in their respective figlds. Members of
the second and third tiers are appointed by the USTR or the secr of the relevant

department or agency.

3 Barrierstotrade
31 Tariffsand tariff administrative mea
311 Tariff peak

The overdl tariff rate in the US is
tariffs on certain products, whicl con [ . > % out of the total
tariff headings of the US h three timesYiigher than the average tariff
rate, and 4% have atariff [, . tariffs or tariff peaks are mainly applied
to textiles and garments, | cts, pottery, footwear and
travelware, which g ' to the US. Within one specific
or pottery, usualy lower tariff rates are
tariff rates to low-priced products. Take
ample. Trunks, suitcases, vanity cases,
d similar containers with outer surface of

‘ plastics 20%. The tariff rate for drinking glasses,
pics, valued not over $0.30 each is 28.5%, while that for

ootwear with outer soles of rubber or plastics, valued not over
$3 per pair are 43” Women' sor girls briefs and panties containing silk or silk waste
is imposed a tariif rate of 2.1%, while women’ s or girls underpants with man-made
fibers 16%. Such tariff structure has put Chinese products, which occupy a large share
of the low-end market in the US, at a disadvantage in competition.

3.1.2 Tariff escalation

Tariff escalation is still a serious problem in the US. Some finished products are
imposed higher tariff rates than semi-finished products. Take products under a single
tariff heading as an example. The tariff rate for nonretail-use nontwisted spin
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eurelon6 single yarn is O, while that of unbleached or bleached pure nylon fabric is
13.6%, and knit or crocheted T-shirts made of chemica fiber 32%. The tariff rate for
cultured pearls worked is O, while that for articles of cultured pearls is 5.5%. Wood
sawn or chipped lengthwise, diced or peeled, of a thickness exceeding 6 mm is
imposed a zero tariff rate, while wooden forks and spoons under tableware and
kitchenware 5.3%. Such atariff structure has considerably hindered China’ s export of
higher-value-added products such as semi-finished or finished products to the US, and
has undermined the interests of Chinese enterprises.

3.1.3 Tariff quotas

The US imposes tariff quotas on imports of certain agricultural pr@
control the quantities of import and protect the interests of do

doughs, mixed condlments and seasonings, mu
imposed on products exceeding the established

In December 2005, the Int i ini jon of the DOC published a
fina rule notice that ex iring and Anaysis (SIMA)
system until March 21, 2009. @i the list of covered items to
include all basic gie but it also removes certain downstream steel
products, which such as certain fittings and flanges, certain

ed in effect until March 21, 2005. According to the

provisio i data collected on the licenses are made available to the
public week DOC review. The purpose is to provide statistical data on steel
imports enterin United States 7 weeks earlier than is otherwise publicly available.

Ides timely information, therefore it is likely that US steel industry
and trade associations will speed up the application of the investigation of steel
imports in the future. In addition, it is very likely that foreign steel exporters will face
more U.S. investigation because of the broad coverage of stedl products monitored.

33 Barriersto customs procedures
The US Customs requires that exporters should provide additional documents and
information on goods waiting for customs clearance. For certain products, such as

textiles, clothing or footwear, the information required goes quite beyond that
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necessary for normal customs clearance. These formalities, which are both
complicated and costly, have congtituted barriers to exporters, particularly to small
exporters.

The US Customs also requests confidential processing information for the imports of
textiles and clothing under certain circumstances. For example, when the exterior of a
clothing article is made of more than one material, information must be provided on
the respective weight, value and surface area of each material. Such requirement has
in practice resulted in an increase of cost.

In addition, the liquidation period has been extended up to 210 d uring which the
US Customs may dill request additional information necessar
classmcatlon of the products and the country of orlgln The US Cu

high as 100% of the vaue of the goods.
34 Technical barriersto trade

The US has a very compli [ of technical standards and
governing laws. In total, ' nment and 84 independent
organizations have therj S. State or local governments
ical regulations in the areas of manufacturing,

ent, “ third-party” assessment is commonly used in

ve & made a compulsory requirement by legislation at the
state or fed ch as the DOT Certification, UL Certification, and ASME
Certification. 1r\ghe area of energy-saving products certification, Energy Star is a
recognized label td’indicate sandby energy efficiency of dectric gppliances.

34.1 Safety Standard for Cigarette Lighters

In 2004, the US Consumer Product Safety Commission (CPSC) voted to grant the
petition from the Lighter Association, Inc. asking the Commission to adopt the
voluntary “ Standard Consumer Safety Specification for Lighters” (ASTM F-400) as a
mandatory standard under the Consumer Product Safety Act (CPSA). In April 2005, a
notification named “Safety Standard for Cigarette Lighters, Advance Notice of
Proposed Rulemaking” was issued. This advance notice of proposed rulemaking
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(ANPR) initiates a rulemaking proceeding under the CPSA. One result of the
proceeding could be issuance of a rule requiring that cigarette lighters meet certain
safety requirements. The ASTM F400 standard is substantially different from the
commonly used 1S09994, which do not have such requirements as contained in
Section CR, Appendix A2 of ASTM F-400. This will in practice force Chinese lighter
producers to use two standards and has violated the principle of adopting international
standards as required by the WTO Agreement on Technical Barriers to Trade. Chinese
lighter producers are concerned that if the rule is passed, the implementation of the
standards will be time-consuming, and consequent delay could result in huge costs.
For example, inspection may take as long as several days in US ports, the cost of
which may well be higher than the cost of alighter. As Chinese- lighters have an
overwhelming market share in the US, China will closely watch t elopment of
thisrule

34.2 Standard for the flammability of
mattr ess/foundation sets

issued the
Notice of

of Bedclothes’. Products co
bedclothes, etc. CPSC is p i ility stand@rd under the authority of the
Flammable Fabrics Act whi ignition of mattresses and
mattress and foundaiisg ' proposed requirements will
ucmg the possub|l|ty of flashover occurring.

parameters, be infroduced in the US as of June 1 2007. The new standard will
have a magjor im3agt on China s export of new pneumatic tires for passenger cars and
certain tires for Hght trucks to the US. It will particularly affect the export of radial
tires in terms of high speed and endurance tests. When the new rule takes effect, tires
failling to meet the new standard will be denied entry into the US market, while those
already in the US market will have to be recalled. The new rule indicates a higher
threshold for products destined to be exported to the US.

3.4.4 Energy conservation standards for certain products

In November 2005, the US issued a notice on Energy Conservation Standards for
Certain Consumer Products and Commercial and Industrial Equipment, citing
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consumer protection and energy saving as the aim and the purpose of the notice. The
Department of Energy issued the Technical Amendment and placed in the Code of
Federal Regulations (CFR), as per product category or euipment description, the
energy conservation standards and related definitions that Congress has prescribed in
the Energy Policy Act of 2005 for various consumer products and commercial and
industrial equipment. A total of 15 categories of products are covered, including
fluorescent lamp ballasts, celling fans and ceiling fan light kits, low voltage dry-type
distribution transformers, commercial package air conditioning and heating
equipment, commercial refrigerators, freezers and refrigerator-freezers, commercial
clothes washers, etc. The new standards, as per product, will be enforced over the
period from 2007 to 2010. As required by the new energy act, gy conservation
standards for household appliances such as air-conditioners and r ators, which
are the maor products exported to the US by China, will be rai siderably.
Chinawill closdly watch the development of the sandard i

345 Labeing

The US maintains stringent requirements op food e required by
the Food and Drug Administration (F i 4 nutrients.
The stringent labeling requirement h i pst to exporters in
developing countries, constituting a ical i S&lietion tohose countries not

On January 1, 2006, the mandatory food-labeling
' ed in the nutrition label of
does not have to be listed if the total fat in a
he FDA also requires food labels to clearly
no matter how minimal the amount,
ic foods. The new requirements will
inese food exports to the US. China raises its
gic labeling requirements are either excessively

on food labeling, covering vegetables, fruits, eggs, wines,

distilled spirits, beverages, etc. China will closely watch the progress of these

draft regulations.
35 Sanitary and phytosanitary measures

In 2005, the US filed 171 SPS measure notifications with the WTO, accounting for
26% of the total the WTO received in the year.

35.1 Chamicd resduelimit sandard
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The US makes or amends regulations ard laws governing chemical residue limits
standards frequently. In 2005, the US filed with the WTO 35 notifications on the final
rules governing the maximum chemical residue limit contained in agricultura
products and foods such as grapes, tomatoes, and wheat. Such changes have a mgjor

effect on Chinese agricultural products and food processors. Chinese businesses

affected are expressing concerns regarding thisissue.

3.5.2 Food ingpection and quarantine
3.5.2.1 Automatic detention on imports

Section 801(a) of the Federal Food, D
as Section 801(a)) authorizes the FD
potential hazards. Automatic detenti ,
been found to violate the stan iolati apotentially significant
health hazard, or if there exg ' record or notification from
other countries, after h , indicating that a product
uld pose a heath hazard.
tion can also be based on multiple samples

Sampling for the purpose of automatic detention does not stress representation of the
samples. Inspection conclusions made by the FDA or its recognized laboratories are
final and request for re-inspection is usually denied even if inspection organizations in
exporting countries do not agree with the condusion.

Moreover, automatic detention can be placed on a certain product from all other
countries, or on part of or all producers of a certain product from a certain country,
and can be maintained as long as the FDA considers the shipments d not meet
required standards, which consequently has a huge adverse impact on the sales and
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production of businesses affected. In addition, unlike in normal inspections, where the
costs are usually covered by the FDA, costs incurred as a result of automatic detention
are fully borne by importers, thus greatly increasing exporters costs as well. In 1989,
canned mushrooms from China were placed in automatic detention, which was not
removed until 2004. The producers affected suffered a greet |oss.

35.2.2 Bio-terorism Act

The US promulgated the Public Health Security and Bio-terrorism Preparedness and
Response Act (hereinafter referred to as Bio-terrorism Act) ing002, prescribing
stringent guidelines for fighting food-related and bio terrorism.
the FDA proposed four interim regulations in 2003, namely, Admin e Detention
Establishment and Maintenance of Records, the Registrai ties, and
Prior Notice of Imported Food Shipments, with the fi [ ished
fina rulesin 2004.

While China recognizes the efforts by the i i , it is
concerned about the following adverseim

First, the new regulations will slow [ se business costs
for exporters.

Secondly, the new reg

uncertainty in the export market.
According to the origina rul [

0 detain imports pursuant to

t. The regulation on Administrative Detention
hinese products to enter the US market.

US inspection and quarantine procedures are unduly
on inadequate scientific grounds. The overuse of
d even discriminatory measures have increased the cost
oducts, restrained normal trade and violated Article 5.4 of the
the Application of Sanitary and Phytosanitary Measures, which
provides that “ ber should, when determining the appropriate level of sanitary or
phytosanitary protection, take into account the objective of minimizing negative trade
effects’.

3.5.3 Progressof theissueof Ya pear export
China and the US signed the 2005-2006 Working Plan of Phytosanitary Measures for

Chinese Ya Pear Export to US, and its supplementary provisions in September and in
December 2005, respectively. China s export of Ya pears, which was suspended for
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over 2 years, has been resumed. The US has imposed stringent phytosantary measures
on Chinese Y a pears, which have considerably increased costs for Chinese exporters.

China will continue the communication and consultation, as well as technical
cooperation with the US, to ensure the smooth trade of Ya pears between the two
countries.

3.5.4 Risk assessment for ready-to-eat meat and poultry products

Since 2004, the US has sent expert teams to China five times to inspgct the processing
facilities of ready-to-eat meat and poultry products in China and @&ina s monitoring
system for poultry meat remains. Request for on-line public comm the draft risk
assessment recently expired at the end of 2005.

US accelerate the risk assessment proc
cooked meat and poultry products at the

use of certain cattle matéri
proposed in Octobg ations to prohibit the use of

ood or feed of al animals. These materials

3.6 Traderemedies

According to the statistics from the US International Trade Commission, in 2005 the
US imposed anti-dumping duties on such Chinese products as wooden bedroom
furniture, crepe paper, frozen or canned warm-water shrimp and prawns, tissue paper,
magnesium, and chlorinated isocyanurates. 4 anti-dumping investigations were
initiated against Chinese products, including certain artist canvas, diamond saw blades,
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lined paper school supplies and carbon and aloy steel wire rod, accounting for 60%
of the total anti-dumping investigations initiated in the US in 2005. In addition, two
anti-circumvention investigations were initiated against petroleum wax candles, as
well as 27 safeguard investigations against textile products, and 1 product-specific
safeguard investigation against circular welded nonraloy steel pipe. US$570
million-worth Chinese exports were affected by these anti-dumping and safeguard
measures initiated in 2005.

Although there were fewer cases of anti-dumping investigations against Chinese
products than the previous year, unfair practices by US investi
reman in place.

3.6.1 Existing problems in antidumping investigations
products

3.6.1.1 Continued refusal of China’ sfull markg

building its market economy. Becau !
Chinese exports have suffered h [ 3 ith anti-dumping
entitted Eliminating
Nortmarket Economy M idumping Duties for Some
Chinese Companies rel . countability Office (GAO),
on average, the rates ' i ercentage points higher than
those applied to ries. This difference is attributable primarily to
the comparativel rates applied to Chinese companies not
ntry-wide rates averaged about 98
percent —ev ‘ intSEhi than the average duty rates assigned to

merce and Trade (JCCT) held in 2005, the US
antial consultations with China on the issue of China s

grant Chinese rterstair trestment.

3.6.1.2 Market Oriented Industry (MOI) and surrogate country

3.6.1.2.1 Market Oriented Industry (MOI)

According to relevant US laws, in antidumping investigations, if the respondert
company can prove that its industry meets standards for Market Oriented Industry
(MQI), the DOC should adopt the cost data of this respondent company or its industry

in calculation of production cost and dumping margin, rather than adopting a
Surrogate Gountry approach. In practice, however, the DOC refuses to grant MOI
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status to Chinese companies under various pretexts. So far, no Chinese respondent has
yet won the MOI dtatus.

3.6.1.2.2 Surrogate country

To non-market economy countries, the DOC usually uses surrogate country data to
determine the normal value and set dumping margins. In practice, India, Pakistan, and
Indonesia are usually used as candidates for surrogate country and India is usually a
favorite choice because of the easy availability of information in India. In the
preliminary results made in 2005 against artist canvas and diamong saw blades, the
DOC used India in both cases as the surrogate country regardless@the real situation
involved in the two cases.

3.6.1.2.3 Selection of surrogate pricefor factorsof pr,

set the dumping margin against the affect
under certain conditions, the DOC will

of the imported material. These regulti : iSBletionary power to
the DOC, which is likely to abuse it ir priges against Chinese
producers in determining the i B8 or example, in the
anti-dumping case against OC insistedyon using the price of India s

imported cotton fabric, i [ igally produced Indian cotton
fabric as the surrogate pri ' i ties of responding Chinese
enterprises. Anti- it (8] ainst Chinese producers were artificially raised
asaresult.

In April 2005, the US DOC issued new policies towards China and other non market
€conomy countries.

First, new procedures will be applied towards companies that wish to obtain
weighted-average rates. The new procedures have become more stringent in terms of
timelines, and have also restricted those companies with inadequate or incomplete
applications with limited opportunities for “correcting” their applications. The
guestionnaire also requires exporters to submit documents that are difficult to obtain,
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such as Customs Declaration Form 7501, and sets stringent requirements for the
accuracy of documents submitted.

Secondly, a system of “exporter/producer combination rate” is applied towards
companies that have obtained weighted-average rates, which can prevent exporters
who have a higher rate from shipping their merchandise through an exporter assigned
an averagerate.

The above two measures have given the DOC more discretion and have made it more
difficult for responding companies to obtain the weighted-average ragtes, and will have
a maor impact on future anti-dumping investigations, as well producers and
exporters who are subject to current anti-dumping orders.

3.6.1.3.2 New sampling method

“sdles volume probability” was
Accordl ng to the new method, the to

considerably, which could place most
tr exports to the US. Meanwhile, the

the materials are imported, i.e. with a percentage over 50%,
the DOC will igue to use real import price to determine the total consumption of
that material. If percentage of import is less than 50%, the actual importing price
will only be applied to the imported portion while a surrogate price will be assigned to
the domestically-sourced portion. Former practices by the DOC, however, have
shown that once the imported part reaches 15%-20%, real importing price are usually
used to determine the consumption of that material. The new policy has considerably
raised the percentage requirement, and will make it more difficult for Chinese
companies to obtain alower anti-dumping rate.

3.6.1.34 New Shipper Review Amendment Act to make it more difficult for
new exporters
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The US Senate has just approved the New Shipper Review Amendment act. The act
will take effect when approved by the House of Representatives. According to the
new act, importers are required to submit a cash deposit, instead of a bond or security,
for entry of merchandise subject to antidumping orders via new shippers. This
requirement will create difficulties and higher costs for new shippers in their efforts to
export.

The proposed change in calculating the value of imported materials, (which is still
under discussion), and the amended policy affecting exporters waiding for approval,
will have a substantial impact on Chinese companies respondi anti-dumping
investigations and Chinese exports to the US. China will clo ollow these
developments.

36.14 Zeroing

In accordance with the Tariff Act of 1930, as
setting the dumping margin. This metho
violation of the WTO Anti-dumping
has injured Chinese companies right
that further, the US should correct thi

3.6.2 Product-specific

3.6.2.1 Legal issucssen ifi d measures

ide sufficiently detailed procedures and entities

product-speciMg safeglard measures. In particular, Section 421 is inconsistent with
relevant WTO riiee relating to the definition of “significant cause’, the criteria to
determine the tifmeline for “rapid ncrease” or the conditions for the increase, the
definition of “other related factors’, the definition of “similar or directly competitive
products’, etc. China hopes that the US will make the necessary corrections,
modifications and amendments to Section 421 so as to bring it in line with the
corresponding and relevant WTO rules.

3.6.2.2 US investigations for product-specific safeguard measures

In 2005, the ITC initiated a product-specific safeguard measure investigation against
Chinese circular welded non-alloy steel pipe in accordance with Section 421. The ITC,
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in complete disregard to the fact that no disruption has been caused to the US market,
and further, in the absence of any established causality, has ruled that the Chinese
product has caused injury or threat of injury to the domestic industry in the US, and
citing China s genera overcapacity of steel as a reason, proposed to the US President
various safeguard measures against the specific product. This practice of the ITC is
againgt China s WTO commitments and further, is a serious violation of the WTO' s
non-discrimination principle.

On December 30, 2005, the US President decided not to impose safeguard measures
againg China s sted pipe.

3.6.3

In April 2005, the US Court of Appeas for the ed the
preliminary injunction made by the US Court of Internati

2004 enjoining the interagency Committee e

or the threat of market d|srupt|on | against Chinese
textile productsin order tor {iport. These inveSHEEFONs were initiated by
the ATA directly, or at t US textile industry. The

investigation proceedings ended sigee 2004, were thus resumed.
By the end of October 2005 [
i placed under investigation. The final ruling
including cotton knit shirts and blouses,
cotton trous [ erwear, man-made fiber knit shirts and
blouses, arn of combed fibers, men’ s and boys
irts, cotton and manmade fiber brassieres and

3 O rules. For instance, there is much confusion with regards to
the conditions entities to enforce safeguard measures, enforcement procedures,
determination of sality, eligibility of petitioner, the information requirement for
petitioners, identification of similar products, and proof of injury. Starting from
October 2004, grounds for imposing quotas on textile products have been expanded
from “market disruption” to “the threat of market disruption”, thus allowing even
more discretion by way of US rulings, and drastically lowering the threshold in
allowing the imposition of quotas and permitting the entire proceeding to be
conducted too hastily. As aresult, Chinese textile products are confronted with even
more severe and substantial threats. China has expressed on many occasions its hope
that the US could fully recognize the adverse impact the abuse of special extiles
safeguard measures has on bilateral trade and economic ties. Further, China has called
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on the US to refrain from unnecessarily utilizing paragraph 242, and that in
accordance with relevant WTO principles, make al necessary corrections,
modifications, and amendments to the Procedures for Considering Requests from the
Public for Textile and Apparel Safeguard Actions on Imports from China made by
CITA.

Seven rounds of negotiations have been conducted between China and the US on
textile trade issues since June 2005. On November 8, 2005, the two sides finally
reached an agreement and signed the Memorandum of Understanding between the
Governments of the United Sates of America and the People’ s Republic of China
Concerning Trade in Textile and Apparel Products. In the agr
US agreed on the maximum export amount for 21 categories of tex§
China by the end of 2008. The US committed not to pursue any safé gl actions as
provided for by Paragraph 242 with respect to produc [

embargoed Chinese merchandise.

3.7 Government procurement

government procurement eyl provisighs exist in this law, such as
prohibiting certain public ag

at in evaluating price offers, a 6% margin should be
added to the lowest domestic offer is from a small business or a
business o i ion with surplus labor force, the added margin considered is
12%. For purc by the Defense Department the price difference must be of at
least 50%. SuchPdiscriminatory provisions have constituted barriers for Chinese
companies to obtain US government procurement contracts. China expresses its
concern over thisissue.

In addition, many other federal laws also contain requirements to buy American
goods. These laws include various fund appropriation regulations, road and
transportation laws enacted by the US General Services Administration (GSA), the
US National Aeronautics and Space Administration (NASA), and the Tennessee
Valley Authority (TVA), as well as the Clean Water Act of 1997, the Rural
Electrification Act of 1936, and the Rural Electrification Act of 1938. Many of these
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laws and regulations contain provisions governing financing for federal purchases
from states or local areas, but are nevertheless exempt from the relevant GATT or
WTO Government Procurement Agreement after the US submitted application to the
WTO.

State governments also have their own government procurement regulations, most of
which use the same principles contained in the Buy American Act of 1933. These
state-level restrictions have also constituted discrimination against foreign products,
particularly in the areas of steel, coal, automobiles, printed products and related
services.

3.8 Export redrictions

The US, under the Export Administration Act of 1979

high tech products. The phasing out
remained one of the important issues

Arrangement, it was proposin
export licensing system agaj

security forces.

Generally, the average time needed for obtaining a license from submission of the
application to the issuarce of the license is three months at shortest, and one year at
the longest, much more lengthy than in other countries, such as Germany and Japan.
This time-consuming process has in fact increased the cost of exporting to China.
While most of China’ s applications for licenses are approved, stringent conditions are
attached, such as followup verification to ensure the use of exported equipment in
permitted fields. The US government also sets forth specific requirements for
commercia contracts, requiring that all contracts which US high technology exporters
sign with Chinese clients carry a clause which reads, “All exports must identify the
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end use or end-user, and alow for onsite verification by the US for the end use and
end user of the technology or product”. In 2004, China and the US signed the
Memorandum of Understanding on on-site verification of end-users. On the basis of
the MOU, the US has made several requests for coming to China to conduct onsite
verification of suspected products.

In addition to the export licensing system, if there are foreign natura persons involved
in projects of controlled technology, the DOC also requires that unless American
companies and other organizations have obtained its approval, foreign persons from
certain countries are not allowed to participate. Of nearly 1,000 deerped export license
applications filed in the fiscal year of 2003-2004, about 40 them were for
technology involving work performed by people from China.

3.8.2 Controlled list

The US government maintains control over the g
items through the use of the lists such as the
(SDN), the Specially Designated Global Terror
List, the Debarred Parties List and the
individuals, or organizations identifi
19 Chinese entities remain on theW

S number rising to a
et now under close scrutiny
e included on the Denied

regards the export administration system established and
inadequate for US non-proliferation standards. Therefore, the
US government /Bften uses “proliferation of weapons’ as the pretext to impose
sanctions on Chinese companies. Out of 114 sanctions imposed by US Department of
Defense on controlled items in the period from 2001 to 2004, 79 were against Chinese
companies, nearly all imposed on the basis of nonproliferation. Companies having
links with the Chinese military are the main target of US control and sanctions. In
January 2005, the US State Department imposed sanctions on seven mainland
Chinese companies, on one Taiwanese company, and one Chinese citizen under the
pretext of “aiding Iran’ s efforts to develop ballistic missiles and having violated the
Iran Nonproliferation Act 2000” . The two- year-long sanctions, which will expire after
December 27 2006, prohibits the companies from doing business with the US
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government and will aso prevent them from receiving export licenses required to buy
certain U.S. controlled equipment. On November 23 2005, the Bush administration,
on the basis of “credible information” that six Chinese companies had transferred
material for making missiles and weapons of massive destruction to Iran in violation
of the Iran Nonproliferation Act, imposed sanctions on these six Chinese companies.

It is held by China that the Chinese government has consistently pursued a
responsible and committed attitude towards the issue of proliferation prevention, and
has taken a series of effective measures to strengthen its export control. Unwarranted
sanctions on Chinese companies by the US government invoking jts domestic laws
are unreasonable, and will not be beneficial to the bilat cooperation in
proliferation prevention. China expresses its dissatisfaction and jtion to these
continuous sanctions by the US, and urges the US to promptly cease th

3.9 Subsdies
39.1 Agricultural subsidies

The Farm Security and Rural Investm

In the area of @g@mestic support, in fiscal year 2005, the US government spent
US$5.347 hillion on Direct Payments, up 1% over the same period for the previous
year, and US$ 3.942 billion on Counter-cyclical Payments, up 387% over the same
period for the previous year. In addition, US$638 million worth of sales subsidies
were provided to cotton, an amount almost double the figure of the previous year.

FSRI 2002 was ruled by the WTO in 2004 as being partly inconsistent with the WTO
agreement. Although the US had declared in June 2005 its intention to amend its
Export Credit Guarantee Program (GSM-102), Intermediate Export Credit Guarantee
Program (GSM-103) and Supplier Credit Guarantee Program (SCGP) to implement
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the WTO ruling, the US has still provided huge subsidies to its agricultural industry
compared with fiscal year 2004. China hopes that the US will revise its domestic
policy to fully implement the relevant WTO rulings at the earliest date possible.

3.9.2 Other subsidies

In October 2004, the Job Creation Act of 2004 was passed in the US to implement the
earlier WTO rulings on illegal export subsidies granted to domestic companies under
the US Foreign Sales Corporation Act and the Extraterritorial Income Act. The Job
Creation Act of 2004 has conditionally repealed the former tax breals and, in order to
compensate any losses thereby incurred by US domestic compadiiés, and has at the
same time created a new tax deduction applicable to manufacturgi@alhe new law
provides that taxable overseas income repatriated by US companies tQO@erritory for

leasehold improvement property.

It is maintained by China that the
following ways

6 to tax breaks established
O rulings were not properly
rt subsidies made to US companies. China

First, a transition relief is pr
under the Extraterg

piefon would be phased in over six years. 3% in
-2009, and 9% for 2010 and thereafter. The deduction is
availab urers, but has been unreasonably expanded to cover
sectors su #0eo, construction engineering, and software development. It
IS estimated Act will provide US$76 billion of domestic support to US
companies, far the original US$50 billion provided under the US Foreign Sales
Corporation Act ‘and the Extraterritorial Income Act. China expresses great concern
with regards to the potential impact this tax reduction program will have on Chinese
manufacturers.

3.10 Barrierstotradein services

A great number of restrictive measures exist in the US market for trade in services.
Those measures stand as barriers for export of servicesto the US.
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3.10.1 Professional services

Professional services refer to services such as legal consultancy, accounting, auditing,
architecture & relevant engineering, consulting, etc. The disparity among states and
lack of transparency in the administrative system has constituted barriers to foreign
professional service providers.

3.10.2 Teecommunications services

Great progress has been made in market access since the WTO Aggeement on Basic
Telecommunications Services was implemented in 1998. Howev rictions remain
regarding market access to the US; for instance, investment r ions, lengthy
approval procedures and conditional market entry. In addltlon as

3.10.3 Insurance

ach state has its
requirements for

The regulations regarding market ac
own lega structure governing in

ranting national treatment.
ding the requirements for

the difficulties ig”applying for an approval to establish branches or representative
officesin the US. In addition, the restrictions on mergers, acquisitions and the holding
of majority stakes of US banks by foreign banks are very rigorous in the US, which
has serioudy and negatively affected the business of foreign banks.

With regard to business operations, there also exists the issue of nortcompliance with
national treatment. Branches of foreign banks are not alowed to take retaill deposits
that are less than $100,000 each. This business can only be handled by its subsidiaries
in the US. Foreign bank branches established after December 19 1991, are not
allowed to join the federal deposit insurance system, which results in the deposits in
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foreign banks not being covered by U.S. deposit insurance. These measures have
serioudy restrained the development of foreign banksin the US,

3.10.5 Marinetrangportation and domestic water transportation

Marine transportation is one of the most protected sectors in the US. The Merchant
Marine Act of 1920 places restrictions on coastal shipping and domestic
transportation by foreign vessels. Domestic transportation can only be operated by US
vessels. Ownership by foreign individuals, companies or governments of shipping
companies engaged in coastal and freshwater transportation in the,US is limited at
25%. If foreign ownership is over 25%, shipping companies wil denied rights to

of law and such companies are held liable by US laws. [ by the

violations of US intellectual propertflf by fored ies i e exportation of
products to the US. The governmg [aM&in thi Bt of the Tariff Act

trade practices in imports, ! ps such as general exclusion
orders, limited exclusion §i st orderg! In practice, the main target

involving Chinese products have risen
337 investigations initiated by the ITC in 2005,

theredf; laminated floor panels; laser bar code scanners and scan
ts thereof.

As early as in 1989, it was ruled in the GATT Panel report that Section 337 of the
Tariff Act of 1930, as amended, and practices in Section 337 investigations were not
consistent with Paragraph 3, Article 4 of GATT in according national treatment to
imports in the application of domestic laws and regulations, nor with Paragraph (d) of
Article XX on general exceptions to the protection of IPR. Although Section 337 was
later amended, no substantial changes were made. China maintains that Section 337 of
the Tariff Act of 1930 isin many aspects still inconsistent with Paragraph 3, Article 4
of GATT and relevant provisions of TRIPS, and discriminates against imports in
investigations. The inconsistencies are reflected in several aspects. First, Section337
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has provided double remedies to US products by discriminating against foreign
companies and violating the principle of national treatment. Secondly, the criteria
for the adoption of a general exclusion order are unduly low and unclear, thus creating
great uncertainty and arbitrariness that have unjustifiably hurt the interests of the
foreign exporters. Third, certain Section 337 investigations only name the country of
origin of investigated products without naming investigated companies, which in fact
has deprived involved foreign companies the right to respond, and have undermined
the interests of the involved foreign companies. Fourth, the authorization by Section
337 to ITC to sdf-initiate Section 337 investigation has insufficient grounds, and is
inconsistent with TRIPS. China expresses great concern over this issue and the
resulting adverse impact these actions have on China’ s normal trade wi

3.12 Other barriers

appllcants who in the past were not requir ( s. Third is the
additional requirement to evaluate the e appicant. Asa
result, visa applications take longer t : yaiting peri@ds in certain cities
can be as long as 80 to 100 days j i . Duefio the lack of visa
officers, applications have b i WeREOver, due to the Iack
of transparency in visa pro

na, India and other Asian countrles are those
2. The increasingly strict visa policy has made it
anies to establish commercial links with US companies and

move and hopesfiat the US will continue to improve its visa policy by increasing
staff, raising visa issuance efficiency, transparency and predictability so as to ensure
the normal commercid exchanges between the two countries.

4 Barrierstoinvestment

41 Discriminationsin taxation

Foreign branches in the US or any American corporation that has at least one 25%
foreign shareholder are required to maintain or create books and records relating to
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transactions with related parties. The documents must be stored at a place specified by
the US tax authorities and an annual statement filed containing information about
dealings with related parties. There are tiff penaties for non-compliance with the
provisions. Although their purposes, the prevention of tax avoidance and evasion, are
reasonable, they are burdensome and add to the complexity for foreign-owned
corporations doing businessin the US.

4.2 I nvestment review out of national security concern

The Exon-Florio Amendment authorizes the US President to inv
acquisition or take-over that might threaten the national securi
investigation is carried out by the Committee on Foreign Investm
States (CFIUS). Such investigations tend to be time-co
fees, thus constituting barriers to foreign investment¢
believes the transaction will threaten national securi

the US. The
i0 the United

transactions. Both Lenovo’ s offer to
the bid of China National Offshore

4.3.1 Minerdjleasnd*and energy development

Energy resources generally are regulated by both state and federal laws. Exploration
and development of energy resources, as well as their refinery, wholesale and
marketing are all operated by private companies, which obtain the right to
development and production through public tender for leasing or selling. However,
the federal Mineral Lands Leasing Act allows minera lands owned by the federal
government to be leased only to US citizens and to corporations organized in the US.
The latter may be foreign-owned, but in general a greater than 10% foreign ownership
is alowed only to the extent the foreign owners' country grants similar rights to US
citizens - that is, reciprocity is required. The Secretary of the Interior determines what
countries do not provide reciproca trestment.
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The Mineral Leasing Act of 1920, which governs rights to mine coal, ail, oil shale and
natural gas on land sold by the federal government subject to reserved mineral mining
rights, restricts such mining to U.S. citizens, corporations and other U.S. entities. Also,
for an aien to obtain an interest in a minera lease held by a U.S. citizen under the
Mineral Leasing Act of 1920, the Secretary of the Interior must approve any subleases
or assgnments of such leases.

On August 8 2005, President Bush signed the Energy Policy Act of 2005. In view of
CNOOC' s hid to acquire Unocal, an additional provision was put jn the Act, which
requires that the Secretary of Energy, in consultation with the ary of Defense
and Secretary of Homeland Security, shall conduct a study of t [
requirements of China and the implications of such growth on

government.
4.3.2 Land andreal estate

Foreign persons are allow ' [ i US through buying, selling
i ' inestment in certain lands. As
restricted by US laws, land ow gg8iration is not allowed for sale
to foreign persong <l ticularly those with extensive farming areas,
have laws restri@i i in real estate to different extents. The
disposition oreign person (the transferor) is subject
to the For Tax Act of 1980 (FIRPTA) income tax
withholding.
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M exico
1 Bilateral traderdations

According to China Customs, the bilateral trade volume between China and Mexico
in 2005 reached US$7.76 billion, up by 9.2%, among which China s export to Mexico
was US$5.54 hillion, up by 11.4%, while China s import from Mexico was US$2.22
billion, up by 4.0%. China had a surplus of US$3.31 billion. China mainly exported
electrical machines, electrical gopliances, Audio-Visual equipment and related parts
and accessories, boilers, mechanical instruments and related parts, plastics and
converted articles, toys, game or sporting goods and accessories, ical instruments
and apparatus, iron and steel and converted products, etc. China' s

etc.

According to the Ministry of Commerce (herei ) as MOFCOM), the
turnover of completed engineering ¢ i ie9”In Mexico
reached US$380 million in 2005, an ed contracts was
US$ 210 million. The volume of col R Coopeygtion contracts was
US$6.69 million, and that of ' poperation contracts
was US$1.26 million. By t the accumulted turnover of engineering
contracts completed by t i ' igb was US$900 million, with

reached US$58.96 million, with that of the
illion.

2005, with a total contractual investment of
ese investors. By the end of 2005, there were

OM, Mexicans invested in 12 projects in Chinain 2005; with
a contractual e of US$32.70 million and an actua utilized sum of US$7.10
million. By the of 2005, Mexico investors had accumulatively invested in 84 FDI
projects in China with a contractual volume of US$130 million and an actual
utilization volume of US$48.41 million.

2 Introduction to trade and investment regime

2.1 Legidation on trade and investment

211 Legidation on trade administration
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The main laws and regulations governing foreign trade in Mexico include Article 131
of the Mexico Constitution, the Foreign Trade Act and its Regulations, Regulations on
Unfair International Trade Practices, the Law on Economic Competition, the Law for
Acquisitions, Leases and Services, the Law for Public Works, the Customs Law,
Genera Import and Export Tariff Law, the Law on Metrology and Standardization,
and the Industrial Property Act, etc.

The Foreign Trade Act (hereinafter referred to as FTA) is the basic law governing
foreign trade in Mexico. The FTA, combined with other related laws, regulates and
adjusts Mexico’ s foreign trade activities. On December 3, 2004, Mexican House
of Senate approved the amendments to the FTA, including the sh
period between the initiation of an anti-dumping investigation and
fina award by the Ministry of Economy from 260 d

Gas Regulations, the Railroad System

In 2005, the MexfCan simple average bound tariff rate was 34.9%, the simple average
applied tariff rate, 13.1%, and the simple applied tariff rate for agricultural products,
24.31%.

In 2005, the tariff rates for 4,176 products ranged from 5% to 10%, and the major
items were chemicals, iron and steel, and photographic goods; those for 2,926
products, from 10% to 15% mainly covering textiles, apparel and chemica products;
those for 1,855 products, from 15% to 20%, mainly including agricultural products
and aquatic products, 634 products with tariff rates beyond 20%, such as leather,
rubber and footwesr.
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2212 Tariff administration

In Mexico, there are 7 ad valorem tariff rates on its imported goods, namely, 0%, 5%,
10%, 15%, 20%, 35% and 45%. The items in the Mexican tariff reduction/elimination
list are often subject to adjustment. Tariff changes are issued through Presidential
decrees published in the Officid Journd.

Mexico adopts an import and export quota system. The quotas must be alocated
through public biddings, other means as stipulated in international greaties signed by
Mexico, or by any justified procedure established by the Ministr conomy. Most
quotas for agricultural products are reserved to specific countries: tariff rates
may apply to the non-agricutural products when quota certifi

The import licensing sy n the basis of the Foreign
Trade Act and its of Economy publishes the
catalogue or list g comrTagii Ilcens ng administration through the Official

Mexico maintains import prohibitions are marijuana and its
ral medicament, sulphur thallium, biacetyl morphine, glutamate,
etc. Mexico also”applies import and export prohibitions on a number of products as
provided for in the United Nations Security Council resolutions.

2.2.2.2 Export licensang and prohibitions
Mexico conducts export licensing administration for certain goods. The involved
products include livestock, petrochemical products, radioactive products, leather and

meset of endangered animalss, currencies in circulation, corn powder, €tc.

The prohibited products for exportation include specific animal products, plants,
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narcotics, tropica timber, archeologicd relics, etc.
2.2.3 Technical sandardsand inspection and quar antine of animals and plants

The Mexican Standardization System consists of about 800 NOMs (Norma Oficial
Mexicana ---Official Mexican Standard) by which products must be certified for
compliance and about 11000 voluntary standards NMX (Norma Mexicana —Mexican
Standard) that improve and assure the quality of Mexican products. Mexican
voluntary standards become mandatory in the following cases: when a company or
individual voluntarily adopts it; when a NOM makes reference j@ it; Government
procurement.

to issue emergency technical regulations to avoid
importation when they conclude that there is
legitimate objective. Emergency regulations ma
in no case may the technical regulation be is

Ministry of Economy. In addition, t
every five years from the date they c
be notified to the Technical
If it is not notified, the appli

nust register at the Foreign Investment Registration
conomy; and a few foreign investment projects shall be
subject i and approval procedure of the National Commission of
Foreign Inv eafter referred to as NCFI). As to some projects concerning
national securit NCFI is entitled to halt the foreign investment. The examination
and approval of #he NCFI is required when the total fixed assets of a foreign firm
reach 394 million Peso (about US$41.47 million) or when a foreign investment
project is to exceed 49% of the equity. The related business sectors include: specific
dock services including piloting, mooring and lighterage, administration of air
terminals, private education services legal services, credit information companies,
securities rating institutions, insurance, cellular telephone services, pipelines laying,
the drilling of petroleum and gas wells, the congtruction of railways and roads, etc.

Foreign companies are free to remit their profit, equity, dividends, interest and capital.
In case of difficulties in the balance of payments, international transfers may be
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temporarily restricted by the Mexican government.
24 Competent authorities

The governmental bodies responsible for foreign trade administration are the Ministry
of Ecoromy, the Ministry of Foreign Affairs, the Ministry of Treasury, the Ministry of
Agriculture, the Ministry of Communications and Transport, the National Foreign
Trade Bank, the Customs Administration, and the National Commission of Foreign
[nvestment.

The Ministry of Economy is in charge of foreign trade, r
economic and trade policies, coordinating international trade

ible for making
jes with the

formulating tariff level with the Ministry of Tr Ses on
imported and exported goods, addressing rules of origin an j

etc.

Under the Ministry of Economy, th
Office, the Standardization, Forel
Office, and the Industry an ice. | exercise management on
fice under the Ministry of
Economy, is responsible for col j i edy measures.

Under the Mini ) irs, there is the Vice-Ministerial Office of
Economic [ i eration. It is mainly responsible for
coordinati issues on hilateral trade and economic
| as on OECD affairs. Its focus is to do some
e economic and foreign trade affairs through

customs valuatiog¥ levying customs duties, investigating and formulating the level of
anti-dumping duties for imported goods, and collecting duties.

Under the leadership of the Ministry of Economy, the Mexican Foreign Trade
Commission (hereinafter referred to as MFTC) works as a consultative body. The
MFTC comprises representatives of the Central Bank, the Federal Competition
Commission, the Ministry of Foreign Affairs, the Ministry of Treasury, the Ministry
of Economy, the Ministry of Energy Resources, the Ministry of Agriculture, Rural
Development, Fisheries and Food, the Ministry of Environment and Natural
Resources, etc. The METC is responsible for holding consultations with all the federal
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public administrative departments on the matters concerning trade policy formulation,
including giving consultative advice or making recommendations on the proposed and
existing regulations on tariff and non-tariff import measures, export restrictions, and
contingency measures, but its advice and recommendations are not binding. The
MFTC deals with policies concerning merchandise trade only; issues corcerning
service trade or investment are beyond its competence.

As a consultative body on foreign investment The National Foreign Investments
Commission (NFIC) provides guidelines for the areas where the rules and regulations
regarding investment are to be implemented. It also conducts evalggtion of a foreign
investment project and makes decisions accordingly in case th estor shall be
subject to its approval.

3 Barrierstotrade
31 Tariff and tariff administrative measurs
311 Tariff peak

In Mexico, some tariff rates of impor
of agricultural products reaches

industry.
that of the

s, and this, to some extent, has restricted China s textiles
exportation to pco. In 2005, the tariff rates of some textile raw materials were
reduced by 109 which further widened the gap between the tariff rate of the
processed textiles and that of the raw materials. As to pharmaceuticals, although the
average tariff rate of the semi-processed productsis a litter lower than that of the raw
materials, the average tariff rate of the processed products is still much higher than
that of the raw materias.

3.1.3 Tariff quotas

In 2005, tariff quotas were implemented on 0.5% of the total Mexican subject goods.
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5.2% of the agricultural products were affected by tariff quota, including poultry,
animal fat, milk, cheese, beans, tomato, coffee, wheat, barley, corn and products rich
in sugar. In addition, Mexico applies different kinds of tariff quotas schemes to the
trading partners with whom Mexico has signed some preferentia agreements. The
numerous different tariff quotas schemes contribute to the complexity of Mexico's

import regime.
3.2 Import resrictions

At present, Mexico conducts import licensing administration foggcertain imported
goods, such as petrochemical products, motors, large freight
weapons, office equipment, etc. The written application for impo se must be
accompanied by the quoted invoice issued by the foreign
the import license is 9 months and can be extended to anot

For used vehicles and used machines, the Minisy§
only when the foreign product has no domest
items of the products which are subject toy
Officia Journal, but the introduction
vagueness of the conditionality of i
access to the Mexican market for

The Mexican gove ' [ icially established evaluation
prices for some i categories of liquor, apparel, chemicals,
footwear, st ood, apples, rice, poultry, etc. If the

guasdntee. These measures do not specify the process of
ion regarding the customs value of the imported goods, and

guarantee for &product whose declared value is lower than the reference price. The
6-month long degigon making period is too lengthy and may constitute difficulties in
capital turnover on the part of importers involved. This measure obviously impedes
low cost imports from entering into Mexican market.

In 2005, The Mexican Customs Ministry announced modifications to the designated
ports of entry for certain agri-food products such as apples, beans, corn, fish, fat,
sugar, meat, animal skins, and alcoholic beverages. This practice has caused great
inconveniences to Chinese exporters of agricultura products.

3.4 Discriminatory taxes and fees on imported goods
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Mexico imposes a 20% tax on the transfer or, as applicable, the importation of soft
drinks and other beverages that use any sweetener other than cane sugar. The services
related to those products, for example, consignment, agency, etc. shall be levied a
20% distribution tax as well, but drinks sweetened with Mexican cane sugar are not
subject to these measures. In addition, the taxpayers of the above two taxes must also
meet the bookkeeping requirements. In 2004, the United States appealed to the WTO
for establishing apand to ded with the above-mentioned practice of Mexico.

On October 7, 2005 the WTO Dispute Settlement Body ruled thatdlexico’ s practice
of imposing soft drink tax and distribution tax on imported sof t{@nks and syrups
(final products), together with its bookkeeping requirements, was inatory and
inconsistent with the national treatment in Article 3.2
1994.

3.5 Technical barrierstotrade

On September 23, 2005, the Mexican Minj i Resources,

Guidelines for Regulating Wood Packing
(ISPM15). It sets a certain transitional period

Mexico is an active user of anti-dumping measures and ranks among the top ten
countries which have initiated anti-dumping investigations againgt China.

In 2005, Mexico initiated 5 anti-dumping investigations against Chinese products.
The involved products are toothbrushes, tires for station wagons and light trucks,
leather and similar goods, canned mushrooms, and plastic pencil sharpeners. The
investigations against toothbrushes and leather and similar goods have finished and
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the Mexican Ministry of Economy has decided not to impose anti-dumping duties; in
the case of plagtic pencil sharpeners, Mexico has decided to levy a temporary
anti-dumping duty of US$34.5 per kilogram and will continue the investigation. In
addition, the Mexican Ministry of Economy still imposes an anti-dumping duty of
US$18 per piece on the 1.5-20 ton hydraulic bottle jacks imported from China, and a
high temporary anti-dumping duty of 191.5% on Chinese mushrooms. On July 26,
2005, the Mexican Ministry of Economy decided to investigate the alleged evasion of
anti-dumping duties on concrete steel valves imported from China. This is the first
anti-circumvention investigation againgt Chinain the past few years.

3.7.1.1 The unfair practicesin the Mexican anti-dumping measu

In 2005, the Mexican Ministry of Ecoromy decided to
duties of 533%, 312% and 181% respectively on bab
tools, and brass and bronze padlocks import
mentioned baby garments and hardware tools
Chinese imports will not cause injury to

domestically is inconsistent with Arti
Articles 28 and 29 of the Mexican For

According to the WTO
conducted to determine

gts, informiiation and evidence within a period of 28 days
Rlicaion of the initiating resolution. By using the date

or the affected Chinese firms to make response. This
exico is inconsistent with the unequivocal requirement in the
ent and Agreement on Subsidy and Countervailing Measuresto
provide both partiés with 30 days for them to respond to questionnaires.

The Mexican Foreign Trade Act coercively stipulates that the principle of “ acquired
facts’ shall be applied to the producers who fail to respond to a lawsuit or to furnish
information timely and properly or who have furnished incomplete information and
that highest dumping margin shall be adopted. This stipulation is inconsistent with the
Anti-dumping Agreement and the Agreement on Subsidy and Countervailing
Measures. The Mexican investigation bodies did not inform the affected exporters or
producers of the consequence of not providing information or providing incomplete
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information. As a result, some affected Chinese firms, without knowing the
consequence, had not provided or provided only incomplete information. These firms
suffered a loss because they had been subject to the “ acquired facts’ and the highest
dumping margin meted out by the Mexican government.

Article 68 of the Mexican Foreign Trade Act stipulates that annual reviews can be
applied to producers whose margin of alleged dumping or subsidization was found to
be negative as the result of the origina investigation. This is inconsistent with the
Anti-dumping Agreement and the Agreement on Subsidy and Countervailing
Measures which clearly provide that an investigating authority Id terminate the
investigation "in respect of" an exporter found not to have a margi

margins were not positive.

The Mexican Foreign Trade Act enacts a provig
products which are subject to investigation. Thigh
1994, the Anti-dumping Agreement R
Countervailing Measures.
The Mexican Foreign Trade Act stip
anti-dumping or countervaili gation body shall
new exporter reviews or
med until the completion of
inese exporters of the rights
to apply for reviey ¢ titled to enjoy in line with the Anti-dumping

Agreement and thel@ d Countervailing Measures.

heir anti-dumping investigations, denied
SMbsequently, they have adopted the surrogate

circumstanceSpthe inmolved Chinese firms are most likely to be subject to high
anti-dumping duti®

3.7.1.2 The Fulfillment of Mexico’ s Commitment to its Reserved Anti-dumping
Measures as Described in the Protocol on the Accession of the People's
Republic of China

Mexico used anti-dumping measures on many Chinese products before China s entry
into the WTO. Mexico has committed to have the measures lifted gradually after
China s accession and to bring its existing anti-dumping measures in conformity with
the WTO Anti-dumping Agreement. The transitional period is 6 years (until January 1,
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2007). Mexico’ s fulfillment of its commitments up till December 31, 2005 is as
follows

(1) Anti-dumping measures have been removed from the products including wrought
iron joint, fluorspar, furazolidone, some toys, inner and outer tires of bicycles,
generators, electrica appliances, equipment and related parts, high-frequency
receiving and emitting instruments, instant coffee machines, and selected organic
chemicds.

(2) Anti-dumping measures remain effective on the products including bicycles, shoes
and boots, brass and bronze padlocks, baby carriage, door
nonrefillable lighters, some hardware tools, textiles, toys, pencil arels, some
organic chemicals (consisting of 26 products including cime acid, so ate, etc.),
porcelain tableware and other wares, concrete stedl val i
collector.

3.7.2 Safeguard measures

On October 23, 2005, the Mexican
Journal the Guidelines on the |
Mechanism specified in Ching

entation. However, Mexico is believed
id safeguard measures.

. farmers producing basic agricultural products through its
target incol ery year. Other financial support schemes include supply of
diesal qil, electriuly and other necessities. These schemes belong to the amber box
(trade-distorted sUbsidy) of the WTO Agreement on Agriculture and affect market
price and production.

Among the developing countries, only Mexico boasts a high ratio of 34 per cent in
terms of the ratio of amber box aggregate measurement of support to its total
agricultural output. In other developing countries, it is on average less than 4 per cent.
Therefore, Mexican domestic agriculture is greatly supported by the government and
its agricultural products can enjoy a competitive advantage over foreign agricultural
products.
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4 Barriers to invessment

Mexico till maintains a "restricted zone" (100 kilometres wide from the borders and
50 kilometres wide from the coast) in which direct foreign ownership of land is
prohibited. Although foreigners can purchase the land in the “restricted zone” by trust
through Mexican banks, they should register in advance with the Ministry of Foreign
Affairs and the purchased land can not be used for inhabitancy. Without ownership of
the land, the purchaser has only the right to use the land. Moreover, in Mexico there
are no measures similar to the ownership guarantee insurancegto safeguard the
interests of foreigners after they purchased the land.

Mexico restricts the ratio of foreign investment in its tel icati stry. The
highest ratio of direct foreign investment in compani jeli
and services is 49%. In the Mexican telecommuni
hard to compete with it.

The Mexman Labor Law stlpulates

rofessionals sf
it the positio

the company’ s echnical personpel
when there are no qualified
temporaily.

b be Mexicans, and only
can Toreigners be employed
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South Africa

1 Bilateral trade reations

South Africa is China s largest trading partrer in Africa. According to customs
statistics released in China, the bilateral trade volume between the two countries
totaled US$ 7.27 billion in 2005, up 23.0% over the previous year, among which
China s exports to South Africa arrived at US$ 3.83 billion an increase of 29.6%,
whereas China s imports from South Africa grew by 16.4% to hit US$ 3.44 billion.
China had a trade surplus of US$ 0.39 bhillion with South Afriga. China mainly
exported to South Africa electro-mechanic products, garmen d accessories,

others, iron sand and iron fine ores, magnesium sand
paper ID_UI P

contracts reached US$ 52.51 million.
labor service cooperation contracts
3.19 million, and that of the n

million. By the end of 200 ed turnoveryof the engineering contracts
completed by Chinese bu [ to US$ 170 million, with
that of all the engineering c [ US$ 530 million, and the
accumulated volugge labor service contracts reached US$ 56.68

million, with that of hor ¢ igned running to US$ 76.71 million.
W 2005, 12 Chinese-funded non-financial
enterprises ' i Ak Ith a total contractual investment of US$

19.40 milli ' [ ors. By the end of 2005, the number of

China with a confractual investment of US$ 770 million and an actual invested capital
of US$ 310 million.

2 Introduction to trade and investment regime
2.1 Legidation on trade and investment

211 Legidation on trade administration
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Legidation concerning foreign trade administration in South Africa includes the
International Trade Administration Act, the Import and Export Control Act, and the

Customs and Taxation Act. In 2005, South Africa amended its Customs and Taxation
Act.

212 Legidation on investment administration

The Export Credit and Foreign Investments Re-insurance Act and the Exchange
Control Amnesty and Amendment of Taxation Laws Act are the two major legislation
on foreign investment in South Africa. Other laws pertinent to f@reign investment
include the Companies Act, the Income Tax Act, the Financial In jon (Investment
Funds) Act, and the Labor Act. All the areas of foreign investment
laws.

Act, which provides dtrict criteria f
competition between businesses.

Lesotho, Namibia and Swaziland in 2002, these five countries have established a
Southern African Customs Union (SACU) administering a uniform tariff. After the
agreement went into effect, member countries divide tariff receipts among themselves
according to a pre-arranged formula. The supreme decision making body for SACU is
the Council of Ministers (COM).

222 Import administration

Any company registered in South Africa' s Department of Trade and Industry can
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engage in import trade, with no need to apply for special trading rights. The import of
most products has been liberalized in South Africa, but certain special products are
subject to licensing administration. In accordance with the Import and Export Control
Act, these products include, among others, fish and fishery products, certain
vegetables and other agrarian products, certain dairy products, certain red teas,
fermented beverages, alcoholic beverages, petroleum and certain petrochemical
products, radioactive mineral products, certain footwear, all kinds of waste products,
certain medicines and pharmaceutical products, environmentally hazardous products,
gambling devices, and arms. Importers should apply for a license before importing
any of these products and no shipment should be made overseas pgor to the granting
of the import license. Importers should submit import license ication to the
relevant authorities at least two weeks before shipment to allow suf
approval. Application materials include the name of the |
demanded by the authorities to be made available abo
the Import and Export Administration Bureau, the jmaport lic
12 months.

223 Export administration

It is required that South African expo
licensing administration is imp

Ministerof Trade and Industry and
g@rmond should register in South

South Africa has now abolished its foreign exchange control under the current
account. However, to guard against financial fraud and money laundering, South
African banks have, as required by the Financial Intelligence Center Act, tightened
their monitoring over the funds of their dients.

2.3 Investment administration

South Africa has tried to promote investment, particularly foreign investment, through
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a number of state-initiated programs. As from 1 January 2001, South Africa has
adopted the policy of taxation according to residence. According to the agreements
with other countries on the avoidance of double taxation, nortresidents in South
Africa are still subject to taxation on their earnings in South Africa. The South
African taxation categories fall into two broad types — direct taxation and indirect
taxation. The former includes income tax, corporate secondary tax, capital earnings
tax, and endowment tax, whereas the latter covers value-added tax, real estate
inheritance tax, stamp tax, consumption and import tax, circulatory securities tax,
digtrict service consulting fees, and skill development fees.

The South African corporate income tax currently stands at 30%
at 14%. The rate of excise duties is 10% except that office equipm
have a duty at 5%; specific excise duties are levied on t
acohalic and nonacohoalic beverages.

South Africa places no restriction upon stock inye
investors buying stocks of publicly listed comp

returns such as dividends could be r
no restriction is imposed upon the
non-residents.

ly speaking,
ent earnings by
2.4 Competent authorit

The Department
Administration G iss ulate foreign trade in South Africa. The

Department of T foreign economic relations and trade
negotiati onSEsi trade agreements, keeps in touch with
provincial aencies, and coordinates trade and investment

relgiions betw i Juntry. On the other hand, the International Trade
i isson carries out ant-dumping and countervailing
ion, is responsible for import and export administration,
licensing [ ructuring the tariff regimes, supervision of preferential

Other governmental agencies relating to trade and investment administration include
the National Economic Development and Labor Council and the Board for Regional
Indugtrial Development.

3 Barriersto trade

31 Tariff and tariff administrative measures
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Chinese companies complain that in spite of tariff reforms, South Africa s tariff
schedule remains complex and can create uncertainty for exports to the country.

3.2 Import redrictions

Imports such as waste products are subject to licensing from the Import and Export
Administration Bureau under South Africa’ s Department of Trade and Industry, which
should seek the agreement of the relevant competent departments involved prior to the
issuance of an import license. Chinese firms report that they have to face
frequent delays in getting licenses issued when exporting relat ducts to South
Africa, which adversdly affects their norma export to the country.

3.3 Technical barriersto trade

According to the new trademark regulatio
International Trade Administration Commissio

itemizing the corg
respective perce

mentioned\grodUSEmo spell out the ratio of labor cost to raw material cost adds
production prgcesses and operation costs to foreign textile, clothing and footwear
enterprises. As ORgyof the major exporters of these products to South Africa, Chinais
watching with corern the enforcement of the new trademark regulation.

3.4 Trade remedies
South Africa is among the countries that most frequently subject Chinese exports to
anti-dumping investigations. In 2005, the South African authorities initiated five

anti-dumping investigations on Chinese exports, involving primacord and delay
detonators, styrene, toughened glass for automobiles, garlic, and tires.
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South Africa’ s International Trade Administration Commission announced in October
2005 that after investigation, it had come to its initial ruling that dumping of stainless
steel tube of Chinese origin on the SACU market was determined and that a
provisional cash deposit at 49.81% of the import value was to be imposed. Although
China s export of such products to South Africa wes not particularly large during the
period of investigation, affecting US$ 1.01 million’ s worth of Chinese exports, the
anti-dumping measure has seriously restricted Chinese enterprises to continue and
expand their exports of the productsin question to South Africa

After negotiations between the two sides, the South African goygrnment formally
recognized in 2004 China s status as a market economy, pledgin
relevant stipulations in Article 15 of the Protocol on Accession of o the WTO
in future ant-dumping inquiries against Chinese ex . [ pnistry  of
Commerce has established a very good working rel atl i rican
International Trade Administration Commissio i
investigations. On problems existing in South #&
launched against Chinese exports, for example,

the causal relationship between dumpi } i veless Of evidence of
injury to South African industries, an '
Commerce have taken up th i pfade Administration
Commission of South Afri results Of al the 6 rulings
made between 2005 an [ iglg charges against China, 2
investigations were brought to [ ded that no cause and effect
relationship existg . and injury, 1 investigation was terminated

: |m|t of investigation, 1 investigation did not

uth African authorities responsible for undertaking
anti-dumping§ igations have alowed all sides to fully present their views and
based their rulin objective facts, for which the Chinese government expresses its
gopreciation.

3.5 Government procurement

South Africa is still not a signatory to the WTO Agreement on Government
Procurement. In the process of government procurement in South Africa, the principle
of fairness and transparency is not always strictly enforced. To support the
development of its own industries, South Africa leans towards domestic enterprisesin
its government procurement.
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3.6 Inadequate intellectual property right protection

South Africa is a member of the World Intellectual Property Organization (WIPO).
Since 2000, South Africa has made some progress in the protection of intellectual
property rights, particularly concerning those related to imported products. However,
problems such as counterfeit trademarks and copyright infringement gtill widely exig.

4 Barrierstoinvesment

include companies with 75% or more of capital or
companies with 75% or more of business earning

by local companies (%)

Shares held by foreign investors(%)

The definiti a broad range, in practice including
various ki bank loans, overdraft from banks, credit
leases and fi ot apply to trade credits extended by commodity
s and Chinese companies hawe shifted from trade
enterprisesin their capacity to finance localy.

In addition finanCMng restrictions, other notable factors also obstruct China s
investment in Africa. A grievance often voiced by many Chinese enterprises is
South Africa s visa system. It often takes considerable time to be granted an entry visa,
thus seriously hindering the transfer of personnel on the part of Chinese-funded
enterprises in South Africa. More annoyingly, South Africa aso subjects transit
Chinese nationals to visas. As from 1 December 2005, the new South African
Immigration Act requires that people from China and other 16 countries should apply
for avisa when they visit South Africa for transit, whereas people from the rest of the
world do not need to have a visa issued in the case of transit. As South Africais a

gateway to many other African countries, the discriminatory transit visa policy has
caused much inconvenience to the Chinese who are going to other countries via South
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Africa, including Chinese official delegations holding diplomatic and business
passports as well as business people holding ordinary passports. In November 2005,
the Chinese Foreign Ministry took up the matter with South Africa s Department of
Internal Affairs. China will continue to pay close attention to the progress made by
South Africain solving this problem.

A number of incidences involving criminal violence against Chinese business people
and Chinese-invested enterprises have occurred in South Africa over the past few
years, which have considerably weakened the confidence of the Chinese business
community in investing in South Africa. As the economic and trgfle relations grow
between the two countries, the Chinese side hopes that the South Agillican government
will take adequate measures to protect the interest of the Ch eople and
enterprises doing business in South Africa
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Nigeria
1 Bilateral trade reations

According to the China Customs, the bilateral trade volume between China and
Nigeria in 2005 reached US$2.83 hillion, up by 29.7%, among which China s export
to Nigeria was US$2.3 hillion, up by 34%, while China s import from Nigeria was
US$530 million, up by 13.8%. China had a surplus of US$1.77 billion. China mainly
exported motorcycles, machinery equipment, auto parts, rubber tires, chemical
products, textiles and garments, footwear, cement, and etc.

According to the Ministry of Commerce (hereinafter referred to
turnover of completed engineering contracts by Chinese companies

OFCOM), the
jgeriareached

US$770 million in 2005, and the volume of the newly signed contr US$ 980
million. The volume of completed labour service coopey, 17.42
million, and that of the newly signed labour service c

US$36.31 million.

in Nigeriain 2005, with atota contractud investme
According to the MOFCOM, Nigeriai in

At present, Nig maintains an average tariff rate of 28.6%. The average tariff rate
for agricultura productsis 50%, and for non-agricultura products 25%.

In September 2005, at the meeting chaired by Nigeria President Obasanjo, the
Nigerian Federal Executive Council approved a new tariff system. The new tariff
gystem took effect as of October 1, 2005, and will expire at the end of 2007.

As stipulated by the new tariff system, pharmaceutical products, industrial machinery
and equipment under Tariff Heading Chapters 84-89 are granted a one-year import
duty free treatment, while raw materials, other means of production and spare parts
are levied a 5% import duty rate, intermediate products (semi-finished) products 10%,
finished products 20%, and rice 100%. The import duty rate for cigarettes is lowered
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from the original 150% to the current 100%. Chemical fertilizer imports are exempt
from duties and value-added tax (VAT). Vegetable oil import is banned, but olive ail is
an exception.

Import duties are collected by the Nigerian Customs Service in association with
government-appointed accounting and auditing firms and paid to the Federal Treasury
through the selected banks. Tariff rate for specia goods is determined by the Federal
Minigtry of Finance.

2.2.2 Import and export administration

The Genera Import Licensing Procedure has been abolished si 986, following
the introduction of the Structural Adjustment Program. Howev cotic drugs,
psychotropic substances and some pharmaceuticals harmful to h
remain subject to import licenang.
According to the Import Guidelines of Nigeria taking eff

goods exported to Nigeria must obtain Clean J3eS8 '
Duties Report (IDR). Exporters are not allowed i ] with
the Nigerian Export Promotion Commission (

2.3 Investment administration

A non-Nigerian may invest
Nigeria. An enterprise in
incorporation or registrati ian Investment Promotion

he shares of any Nigerian

rian Investment Promotion Commission Decree
nment can’t acquire businesses unless out of

2.4 Competent glithorities
The Ministry of Commerce is Nigeria s trade authority, responsible for the
administration of foreign trade, domestic trade and regional trade, the making of trade
policies, and the administration of trademarks, patents, anti-dumping and other
matters.

The Nigerian Investment Promotion Commission (NIPC), an agency of the Federal
Government, is the investment authority in Nigeria, responsible for the making of
laws and regulations to attract foreign investment, assisting foreign companies in
communication with government agencies, and processing relevant formalities such
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asregidration.

3 Barriersto trade

3.1 Tariff and tariff administration measures

311 Tariff peak

Nigeria has high tariffs and tariff peaks. For example, the tariff rate is 98.2% for fruit

and vegetable products, 89.4% for tobacco products, 150% for g¢igars, 75.3% for
beverages and 42.7% for textiles and garments. Since textil d garments are

Chinese relevant products on Nigerian market.

3.1.2 Tariff escalation

Tariff escalation is used to encourage domestic igeria.
Lower tariffs are applied to imports of production
(including production equipment), ile i pdstuff, consumer
products and luxury goods are levi Take textile raw

materials as an example. Whil Sl
cotton 5%, cotton thread
garments are imposed a t 0%. The tgiff rate is 15% for log, 30%

¥’ Since garments and wooden

an Ministry of Finance issued a revised list of prohibited
Notification N0.12237/S.25/V/172 released on February 25
2004. The mai s subject to import ban are live or dead birds including poultry,
pork and pork pr@ducts, beef and beef products, birds' eggs, flowers, cassava/ tapioca
products, fresh fruits and dry fruits, corn, sorghum, millet, wheat flour, vegetable fat
and oil, confectionery, cocoa products, noodles, biscuits, beverages, beer, bentonite
and barite, bagged cement, pharmaceuticals, toothpaste, soap, detergents, mosqguito
repellent coils, disinfectants, plastic sanitary appliances, household items, toothpick,
renovated and second-hand tires, crepe paper and cardboard, textile fabrics, textile
products and yarn, all species of footwear and bags, cutlasses, axes, pick axes, spades,
shovels and similar tools, second-hand compressors, second-hand air conditioner and
second-hand  refrigerators/freezers, second-hand automatic vehicles, assembled
bicycles and spare parts, wheel barrows, furniture, generator silencers, game players,
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and ballpoint pens.

Among the items listed above, approximately 20 kinds of Chinese products are
affected, including textiles, footwear, cases and bags, cement, and ballpoint pens. The
import ban has seriously affected China s export to Nigeria. China questions the
justifiability of the ban and its consistency with relevant WTO rules, and expresses
concerns over Nigeria s frequent making of import bans.

3.2.2 Import licenang

Specific licensing requirements remain in place for a number of ricted products,
including petroleum products, and generators. Applications to
goods or restricted products subject to import licenses or permits m

Customs procedures in Ni
Nigeria. Importers face i

gystem requiring
Cargoes are kept

inspection and 100% ortarrival inspection.
at the ports, some even delayed for severa

@Wal has been delayed so far. Currently, in addition to
e to pay 7% surcharges, 1% inspection fee on FOB price,

parts, 2% Nation utomobile Commission fee on CIF price is collected. Moreover,
the port authorities collect certain port service fee, depending on the category of
products. These tax burdens have, to some extent, hindered norma trade. China
expresses great concern over thisissue.

Nigeria requires that al imported products must be inspected by the third-party
inspection agencies appointed by the government, and also authorizes them to carry
out the customs valuation. Chinese enterprises have complained that these inspection
agencies often deliberately create difficulties for enterprises, and evaluate imported
products arbitrarily. It has seriousy undermined the interests of Chinese enterprises.
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3.4 Technical barriersto trade

The WTO TBT Notification (No.G/TBT/N/NGA/1) issued on February 8, 2005, said
that SONCAP certification would become mandatory for importing products such as
electrical products, certain auto products and toys. SONCAP is a series of conformity
assessment and certification procedures applied to certain categories of controlled
products exported to Nigeria. Controlled products must meet the technical standards
and regulations of Nigeria or other sanctioned international standards before loading.
This measure was scheduled for implementation as of March 1, 2005. According to
the conformity assessment procedures, products that are incormgpatible with the
standards set by Nigeria will not be able to pass Nigeria Custi@gs. According to
statistics, in 2004, China s export of the products involved

certification fee charged by INTRTEK IS qui
exporting small parts. Through representatio

China will pay close attention to the
on related Chinese products.
3.5 Export redrictions
rt: corn, raw hides and skin,
omponent, railway dippers, floor and ceiling

alm kernels, unprocessed rubber and rubber
e ban and expresses concern over its

178



Foreign Market Access Report 2006

The European Union
1 Bilateral trade relations

The European Union (hereinafter referred to as the EU) continued to be the largest
trading partner of Chinain 2005, and was China s fourth largest investor; while China
was the second largest trading partner of the EU (second to the United States).
According to the China Customs, the bilateral trade volume between China and the
EU in 2005 reached US$217.31 hillion, up by 22.6% year on year, among which
China s export to the EU was US$143.71 hillion, up by 34.1% year on year, while
China s import from the EU was US$73.60 billion, up by 5.0% on year. China
had a surplus of US$70.11 billion. China mainly exported electri
electronic products, machinery, wool and textile products, knitw

iron and steel products, copper and coppe)
the United Kingdom, France and Ital
among the EU Member States. The trale with thes ies feached US$155.82
billion, accounting for 71.7% of the total @i [ [

(hereinafter referred as er of cog Ieted engineering contracts
by Chinese companies in the ’
the newly signed
Sservice cooperatic

0 m|II|on The volume of completed labor
0 million, and that of the newly signed labor

US$280 millio
Chinese-funded ghterprises had been set up in the EU with a total contractual
investment of US$1.08 hillion from the Chinese Sde.

Statistics of MOFCOM show the EU invested in 2942 projects in China in 2005, an
increase of 16.3% year on year, with a contractual investment of US$11.99 billion, up
by 39.9% year on year, and an actual utilization of US$5.26 billion, up by 21.5% year
on year. By the end of 2005, the EU had accumulatively invested in 22,680 FDI
projects in China with a contractua investment of US$87.37 billion and an actual
paid-up capital of US$47.78 hillion.
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2 Introduction to trade and investment regime

The economic integration in the European Community began in the 1950s. In July
1968, tariff union was established among the EC members. The establishment of the
European Single Market was basically completed in 1993. The European single
currency — Euro, was officialy launched on 1 January 1999, marking the
establishment of the European Economic and Monetary Union among the members of
the EU.

On 1 May 2004, the EU was expanded to 25 members, with the,full membership
extended to ten countries of Cyprus, the Czech Republic, Estoni ungary, Latvia,

Lithuania, Malta, Poland, Slovakia and Slovenia. On 25 April 2 omania and

Bulgaria signed the Treaty of Accession and will become the full m of the EU

as of 1 January 2007. In addition, the EU has initiated jons for hon with
Croatia and Turkey.

lishing

e integration

based on the Constitution. However e and the

process of integratier ears, and among them, those closely related to
licy, the Common Agricultura Policy, the

ministration
lishing the European Community lies at the foundation

| be based on harmonization with emphasis on the revision of
tariff rates, the usion of tariff and trade agreements, the harmonized adoption of
trade liberalizatigh measures, export policies and protection. The Treaty of Nice
extends the Common Commercial Policy to cover the fields of trade in services,
intellectud property rights and investment.

The implementation of the Schengen Agreement has greatly facilitated the free
movement of people, goods, capital and service within the EU. By the end of 2005,
the Treaty had 25 signatories including 13 old EU members (Britain and Ireland
excluded) as well as Norway and Iceland. All the ten new EU members are also
signatories to the Schengen Agreement which will be implemented after 2006
depending on the actual situation of each Member State. Switzerland approved the
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accession to the Schengen Agreement by means of referendum and will be a member
to the Agreement as of 2007.

Council Regulation (EEC) No 2913/92 of 12 October 1992 establishing the
Community Customs Code (or the Community Customs Code) and its
implementation rules and Council Regulation (EEC) No 2658/87 of 23 July 1987 on
the tariff and statistica nomenclature and on the Common Customs Tariff made
uniform regulations on the common customs tariff (including commodity
classification list, harmonized tariff rates, preferentia tariff rates and GSP), rules of
origin and Customs vauation.

2.1.2 Legidation on investment administration

The Treaty establishing the European Community
investment policies be kept within the competence of M
respective conditions, provided that they are in g
EU laws. Each Member State can formulate if§
based on its own conditions.

2.2 Trade adminisration
221 Tariff system
2211 Tariff leve

In 2005, product

ommon Customs Tariff, implementing uniform tariff rates and
administrationNgouncil Regulation (EEC) No. 2658/82 on the tariff and statistical
nomenclature ang¥on the Common Customs Tariff lies at the foundation of the EU
tariff administration. The tariff system of the EU adopts the CN code in line with the
Harmonized System run by the World Customs Organization. An updated version of
the tariff rates list is published as a Commission Regulation by the EU every year. The
collection of Customs tariffs is rather complicated in the EU. Most products are
subject to ad valorem duties, yet non ad valorem duties such as compound duty,
mixed duty, and other technical duties are applied to certain agricultural products,
chemical products, salt, glass, spare parts for watches and clocks, etc. Seven measures
are adopted by the EU in the collection of the mixed duty. In addition, some
agricultura products are subject to multiple technica duties including seasond duties.
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Furthermore, the EU also adopts the measure of autonomous tariff suspensions and
guotas which alows a total or partia waiver of the normal duties applicable to
imported goods. If such a measure applies to a limited quantity of goods it is referred
to as a quota, if the quantity is unlimited it is known as a suspension. In principle,
only raw materials, semi-finished goods or components not available within the
Community can benefit from a sugpension.

In January and July 2005, the EU adjusted the tariff rates on certain industrial,
agricultural and fishery products and susperded tariff on some, products in the
categories of vegetables, food, chemical products, plastics, texti
optical products, and machinery and electronics. Meanwhile, t
originaly suspended were again imposed on certain products in the above

222 Import administration
2.2.2.1 Genera import quotas

Pursuant to Council Regulation (EC) lishing a
Community procedure for administ guotas andWts implementation
rules and Commission Regulation ( 1994 laying down
certain rules for the impl i
establishing a Community
adopts a uniform import [ i g the rel@gvant import quota allocation
methods, principles of import [ni procedures for administrative
decisions. Upon 3 ember States should terminate their original
import quota admiriigtrati 5 ing adminigtration.

guotas. Imp g ' @cated in the following three ways. method based

g priority one portion of the quota is reserved for
sed on the order in which applications are submitted,
rinciple; and method allocating quotas in proportion to

specia administifggive measures according to stipulated procedures.

The regulation does not apply to the agricultural products, to textile products or to the
products covered by special import rules.

2.2.2.2 Import quotas for agricultural products

Pursuant to Council Regulation (EC) No 2200/96 of 28 October 1996 on the common
organization of the market in fruit and vegetables and Council Regulation EC) No
2201/96 of 28 October 1996 on the common organization of the markets in processed

fruit and vegetable products, the EU exercises import quotas on certain imported
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agricultural products, including tomatoes, aliaceous vegetable, cabbages, lettuce,
carrots, cucumbers, leguminous vegetables, fresh or chilled, nuts, plantains, figs,
pineapples, citrus fruit, grapes, melons, apples, apricots, cherries, peaches, fresh and
provisonally preserved fruit and nuts, and the processed products of the
above-mentioned fruit and vegetables.

2.2.2.3 Import surveillance measures

Where the trend in imports of a product originating in a third country covered by
Council Regulation (EC) No 3285/94 of 22 December 1994 on the gommon rules for

Community producers, and where the interests of the Community
of that product may be subject, as appropriate, to import surveill

2.2.24 Border examination and co
The EU requires that access of foo

non-preferential r
kinds of comme
countervaili

rules. Non-preferential rules are used for all
ike, for instance, anti-dumping duties and
eguard and retaliation measures,
5 iff quotas, for trade statistics, for public
48 on. In addition, the EU’ s export refunds in the

Export licensing and end-user monitoring systems are applied to the export of certain
products and technologies involving nuclear proliferation and weapons of mass
destruction by the EU. In recent years, there have been great changes in the
regulations governing the export control of products for both civilian and military
uses in the EU. Pursuant to Council Regulation (EC) No 1334/2000 of 22 June 2000
on setting up a Community regime for the control of exports of dual-use items and
technology, the EU strengthens the control over export activities involving invisible
products such as software and technologies as well as export activities transmitted or
transferred by means of “non-manual method” such as eectronic media, fax and
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telephone. Meanwhile, the export examination and approval is extended to the supply
of components, maintenance services as well as various technical services, rather than
being limited to the product itself. The regulation still lists China among countries
subject to weapon embargo. Products with military purpose are under strict control
and basically prohibited to export to China.

2.2.4 Generalized system of preferences

The Generalized System of Preferences (GSP) of the EU is readjusted every ten years.
The current GSP expired at the end of 2005. The Council Degree Ng. 980/2005 on the
EU’ s new GSP schemes was passed in June 2005 and entered int ce on 1 January
2006. The main amendments in the new Decree are asfollows:

countries need to
and therefore dependent and
peneficiaries of “GSP Plus’

goods from the beneficiari
demonstrate that their econ

GSP countrigg in thé
textiles and appag

ommunity market. This share would be 15%, with 12.5% for

In line with the new GSP scheme, the EU will reevauate the market share of the
imports which enjoy GSP treatment to determine the “ graduation” of a product. The
new GSP scheme specifies that the case of textiles and clothing will be reviewed
annually to properly reflect the possbility of sharp incresses.

Up to now, most of China s industrial products (under 62 chapters of 14 sections)

including textile products have al graduated, but agricultural and mineral products are
gl covered by the GSP scheme.
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225 Trade remedy measures

The EU legislation governing trade remedies mainly includes Council Regulation (EC)
No 384/96 of 22 December 1995 on protection against dumped imports from
countries not members of the European Community, Council Regulation (EC) No.

2026/97 of 6 Qctober 1997 on protection against subsidized imports from countries
not members of the European community, and Council Regulation (EC) No 3285/94
of 22 December 1994 on the common rules for imports and repealing Regulation (EC)
No 518/94 (regulation on safeguard measures) and relevant regulations.

According to Article 16 of the Protocol on China s Accession t WTO, the EU
published Council Regulation (EC) No 427/2003 of 3 March 2003

product-specific safeguard mechanism for imports originating

product-specific safeguard mechanism for i
Republic of China. These regulations [ g
distortion and trade diversion, the c i géti d bilateral
consultation and the adoption of product, ifi

January 2003 amending
of certal n textile products fro

Treaty
adopted by
the scheme for
1962.

30 June 1960, the European Commission formally proposed
ommon Agricultural Policy, which has been implemented since

In March 1999, the EU summit decided the financial framework for the period
2000-2006. The plan commonly referred to as Agenda 200 intends to reform the
CAP. The Council of Agricultural Ministers, in June 2003, approved the EU CAP
Reform Scheme to change the form of agricultural subsidies, aiming at accomplishing
the transformation process of the Common Agricultural Policy from price support to
subsidizing farmers income. Aid to farmers would no longer be related to the volume
of goods they produce. The farmers and consumers interests need to converge even
further. Farmers are being encouraged to produce high-quality products, in quantities

185



Foreign Market Access Report 2006

more in line with demand and to use sustainable farming practices that safeguard the
environmen.

In the Ministerial Declaration adopted at the sixth WTO ministerial conference held in
Hong Kong in December 2005, the EU committed to abolish its cotton export
subsidies with other developed members in 2006 and to remove al kinds of export
subsidies to agricultural products before the end of 2013. In addition, the EU is
implementing a specia funding package of Euro 5.8 billion with duration of three
years specificaly tailored to the needs of agriculture, agricultural development and
adjusment of new members after enlargement.

2.2.6.2 TheCommon Fisheries Policy

According to the Common Fisheries Policy (hereinaft

and decided to implement

the new CFP as of 2003 policy are to promote the
sustainable development of th and economy of fisheries, as
well as to conse the marine environment and safeguard the

economic viabilit B by reducing the overcapacity of the fishing
idi [ population Who have glven up flshl ng.

government funding for the fishing industry should be
ve security and working conditions on board. A

on Consumer Protection Policy

Article 153 of the Treaty establishing the European Community lies at the foundation
of the EU Common Consumer Protection Policy, which provides, “In order to
promote the interests of consumers and to ensure a high level of consumer protection,
the Community shall contribute to protecting the health, safety and economic interests
of consumers, as well as to promoting their right to information, education and to
organizing themselves in order to safeguard their interests.” It is also provided that
consumer protection requirements shall be taken into account in defining and
implementing other EU policies, and that apart from implementing the Common
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Consumer Protection Policy, the EU Member States may formulate more stringent
protective measures on condition that the contents are in conformity with the
provisions laid down in the Treaty establishing the European Community and that the
European Commission is natified.

The consumer policy strategy for 2002-2006 adopted in May 2002 states that the EU
Common Consumer Protection Policy should lay emphasis on guaranteeing essential
health and safety standards, enabling individuals to have an input when these policies
are made, ensuring that consumer concerns are integrated into the whole range of
relevant EU policy areas, and establishing a coherent and commop environment so
that shoppers are confident about making cross-boarder purchases.

2264 Taxation regime

regulations. Therefore, significant differences
each Member State.

The main priority for the EU tax poli S
all forms of cross-border economic ir tax getition. Since 2001
the EU has presented optio
inefficiencies in the compan

U Member States is integrated with the EU
. To promote trade facilitation and improve

. The plan aims to establish customs electronic information
ecizonic customs declaration system among the Member

and trade facilitahon.

Customs administrative measures with different transitional periods for some new
Member States accessed in 2004 regarding certificates of origin, the import of
agricultural products, value added tax and tariff quotas for specific products have been
adopted based on the different conditions of those members. With the improvement of
the electronic customs declaration system and the implementation of the deposit
account system in the EU, the customs procedures of the new Member States will be
gradudly smplified.

2.3 Investment administration
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The Treaty establishing the European Community provides that decisions on
investment policies be kept within the competence of Member States. The Treaty
establishing a Congtitution for Europe signed in October 2004 made amendments to
the trade and investment policies. The Constitution Treaty integrates the jurisdiction
over foreign direct investment (including foreign investment inflow and overseas
investment) previously belonging to Member States into the EU Common Trade
Policy, making it the exclusive rights of the EU. However, the Treaty has not taken
effect yet.

24 Competent authorities

Currently, when decisions concerning the Common Commercial
foreign trade agreement negotiations) are made by the EU, proposals

(including
be tabled
inisters

the European Commission, the Directorate-Ge
as DG Trade) shall work together with <
Member States. Meanwhile, opinions ' . lar of the

usualy followed while “unanimity” is applied in certain
specific cases. vember 2004, the European Council of Ministers began to adopt
the new “qualifie majority” voting scheme as provided in the Treaty of Nice, which
means “ qualified magjority” is satisfied by 232 and up voters out of the total of 321
voters as well as more than half of the Member States. Meanwhile, the positive votes
should represent at least 62% of the EU population.

2.4.2 The European Parliament
Pursuant to the Treaty establishing the European Community, the European
Commission shall consult the European Parliament in trade agreement negotiations.

In routine work, the European Commission usually informs the European Parliament
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of its activities in the field of trade affairs. The European Parliament shares with the
Council of Ministers the decisionmaking rights on certain trade legidation. The
power of the European Parliament regarding the trade policy and regulations is greatly
enhanced after the Treaty of Nice took effect.

24.3 The European Commission
The European Commission (hereinafter referred to as the Commission) is the

executive body of the EU. According to Article 133 of the Treaty establishing the
European Communlty, the competence of the Commission in the trade area includes

Commercial Policy implementation, making recommendations o otiations and
conducti ng negotlatlons on trade agreements Wrth trading partners andate of

DG Trade of the Commission is respon [ jon and
adminigration of the Common Commercid Pqli

The Article 133 Committee, e Treaty establishing
the European Community, j of the 25 Member States.
Each Member State has itute mgmber to represent it on that

policy, to provide ulate the Common Commercia Policy of the
inary review of the relevant trade policy

In 2005, tariff were maintained in importing such goods as meat, vegetables,
fruit, vegetable oif; food, beverage, tobacco, textile products, footwear, bicycles, etc.
The ad valorem tariff rates reached 74.9% and 57.7% respectively on tobacco and
cigarettes, and high tariffs were imposed on the above- mentioned goods in the form of
non ad valorem duties. China exports to the EU a large quantity of footwear,
vegetables, fruit, fish meat, food, tobacco and bicycles, which were al within the
scope of goods subject to high tariff rates. Protecting the uncompetitive industries
through tariff peaks not only prevents reasonable competition of the relevant
industries, but also affects the normal trade of the above- mentioned goods between
Chinaand the EU.
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3.1.2 Seasonal duties

Seasonal duties were imposed on tomatoes, oranges, citrus fruit, grapes, apples, pears,
apricots, cherries, peaches and plums by the EU in 2005. Except that tomatoes and
oranges were charged seasonal duties in the form of compound duty, the EU imposed
seasonal import duties on the above goods in the forms of ad valorem duty, compound
duty and mixed duty. In addition, the EU published standard import value of most of
the above products, which were subject to frequent changes. The practice has led to
complicated duties and changeable rates. As China exports these goods to the EU in
large quantities, the complicated and changeable seasonal duties agopted by the EU
have resulted in more uncertainty to the Chinese enterprises exporting t

3.1.3 Other technical duties

components has caused much uncert i g alexport risk for the
enterprises.

3.2 Import redrictions

y the European importers prior to that, the quotas
inese textile products, which had exceeded EU’ s
yere blocked at European ports. After consultation, the

on 13 Sept pber G pasis of the agreement signed in Beijing on 5 September,
which adjusted\the import volume to the level enough for solving al the blocked
products. Accordiig to the method, China should resolve half of the blocked textile
products through adjustment, while the EU should resolve the other half by increasing
the import quantity unilaterally. To prevent such an event from happening again, both

Sdes agreed to adopt the flexible provisions agreed upon in 2006 and 2007.

The Chinese side welcomes the EU’ s practice and its undertaking to exercise restraint
on the application of its rights under Article 242, but the Chinese side will be
concerned about the effectiveness in the EU’ s implementation of the bilateral
agreement.

3.2.2 Import survellance
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The EU’ simport surveillance does not affect the automatic import licensing, but adds
burden to the European importers and causes unnecessary barriers to trade.

In January 2005, the European Commission adopted prior Community surveillance
over footwear products of five six-digit and one eight-digit tariff subheadings from
China by means of automatic import licensing, and certain footwear products were
subject to import surveillance. The provisions shall apply until 31 January 2006 at the
latest and shall be valid throughout the EU Member States. The release for free
circulation in the EU market of the footwear products under these tariff subheadings
are subject to the import surveillance document issued by the co t authorities of
the Member States, for which the importers should provide more dozen items
of information. Although it is free to obtain the document
guantitative restrictions, the practice adds unnecessary b,
exporters.

a number of key areas of customs administration. This has
hstpation of these customs measures in a number of respects.

differences es for the classification and valuation of goods, including the
provision of bifding classification and valuation information to importers. Second,
there exist differgfices in procedures for the entry and release of goods, including use
of automation in some Member States but not others, different certificate of origin
requirements, different criteria among Member States for the physical inspection of
goods, different licensing requirements for importation of food products, and different
procedures for processing express delivery shipments. Third, differences also exist in
procedures for auditing entry statements after goods are released into the stream of
commerce in the European Communities. In addition, there are differences in
penalties and differences in procedures regarding the imposition of penalties for
violation of cusoms rules. Findly, record-keeping requirements are d <o different.
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The disparate administration of customs measures in the EU has increased the
uncertainty for the Chinese exporting enterprises.

34 Technical barriersto trade

The EU has promulgated in recent years a large number of technical regulations,
standards and developed conformity assessment procedures. Some have officialy
taken effect, of which some contain stringent requirements, and some even lack
sufficient scientific proof, which directly or indirectly constitutes technical barriers to
imports. The impact of these practices on Chinese exports to the,EU has become
increasing apparent.

3.4.1 Technical regulations

3.4.1.1 Directiveson eectrical and electronic equipment

On 13 August 2005, Directive 2002/96/EC of * or the
Council of 27 January 2005 on waste electricalfg quipwgent (Directive
WEEE) took effect. The Directive st ed on the
market after 13 August 2005 should i asuring the éfpenses incurred in

the collection, treatment, recycling i lisposal of waste
A0 that producers pay
household users) placed on
rding to the market share of

restriction ofN i Mardous substances in eectrical and eectronic
i ies the maximum amount of six hazardous

ses wonder how they can get the RoHS inspection report.
Moreover, the Wiregtive does not specify how Member States should monitor the
implementation of JROHS and how to punish activities violating the Directive.

The product scope covered by the two directives amost includes all electrical and
electronic equipment for civilian use, thus directly affecting the export of household
electrica appliances and dectronic products from Chinato the European market.

China is particularly concerned over the sharing of the cost for the disposal of
historical wastes and the method for deposit as well as the current absence of standard
testing methods for the implementation of RoHS directive and the amendment to the
exemption lig.
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These problems will increase the cost for enterprises to take counter- measures and
there will be more uncertainty in their export business. It is not conducive to foreign
producers to provide products in conformity with the two directives timely. China
hopes a uniform RoHS testing standard will be published at an early date and that the
EU will approve and authorize the labs responsible for testing harmful and hazardous
substances in electrical and electronic equipment announced by the Chinese
government so as to facilitate the ingpection of products to be exported to the EU.

34.1.2 REACH Proposa (draft)

two magor modifications. First, it substantially reduces th
about 17,500 to 20,000 chemicas with an annual gFEauBE
Therefore, the number of chemical substances

from about 30,000 to 15,000. The i requirement.
Hazardous substances must be replac i e are any
substitutes. It is expected that the draf@REACHMi

If passed, REACH regulation will r isti nd create a single

system for al chemical subst Member States of

the EU.

nable. First, it will increase the production
jeated registration procedures and high

which may lead to discretionin government enforcement. The
oncerned about the negative impact it may have on downstream
ational trade of chemical products.

Chinese side i
industries and intey

The Chinese side hopes that the EU will take into consideration the gap between the
developing countries and the developed countries in technology and capital and grant
certain preferential treatment or transitional arrangement to the developing nations.
Pursuant to REACH requirements, if the testing data is in conformity with GLP
Standard (Good Laboratory Practice), it can be submitted to the EU enterprise or
individual to complete registration. But at present, there are not any internationally
accredited GLS Standard Labs in many developing countries. The EU should give
certain technical support and financial aid to the developing countries with regard to
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the GLP system and lab building.
3.4.1.3 TheEco-design Requirementsfor Energy-using Products (EuPs)

The European Commission issued Directive 2005/32/EC of the European Parliament
and of the Council on establishing a framework for the setting of ecodesign
requirements for energy-using products (EuPs) in July 2005. It is provided that
manufacturers should control products energy consumption by means of product
design or adopting environmental management system, conduct conformity
assessment in pursuant to the implementation rules formulated py the European
Commission separately, and the CE marking be attached. Oth , the product is
not allowed to be placed on the market. In line with the regulatio EU Member
States should formulate relevant laws and regulations to officiall ent the
directive as of 11 August 2007 & the latest.

China holds the view that the requirements in thgreHe
limit of legidation. It constitutes great tec@ini i | lties to

In December 200 the revised Directive 2004/108/EC of the
of 15 December 2004, on the approximation

/336/EEC and take effect in July 2007.
r gpecifies the basic requirements all related

But the di
implementing
with the directive.

ardly operational as it extends the discretion of relevant
jes, thus increasing difficulty for enterprises to be in conformity
e Chinese Sde has expressed its concern.

3.4.1.5 The Directive banning the use of cadmium in batteries for electrical
vehicles

Directive 2000/53/EC which is modified on the basis of the proposal made by the
European Commission stipulates that the use of cadmium in batteries for electrical
vehicles should be banned as of 1 July 2005, but allows the use of cadmium in
batteries for electrical vehicles sold before 1 July. According to the proposal of the
Commission, besides replacing the use of cadmium in batteries for electrical vehicles,
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the led content in auto parts, including led alloy tyre, engine components and handles
on windows and doors will aso be restricted.

The EU is amgjor market for electrical vehicles. China has expressed its concern over
the impact of the practice in question on the export of Chinese electrical vehicles to
the EU.

3.4.1.6 Thedirective prohibiting the use of six types of phthalatesin toys
In December 2005, the European Parliament passed Directive 2005/84/EC of the

European Parliament and of the Council on amending for the @€&ad time Council
Directive 76/769/EEC on the approximation of the laws, §¥%@gulations and

After making representati
that it would not implement t
lighters and igni
child-resstant devigé

circulated by DG Heath and Consumer
, requiring the 25 Member Stat% to

ese side pointed out that the statistics cited by the EU draft
resolution are ed, inaccurate and short of logc, thus, not constituting legal
conditions for thg®!EU to make the draft. Meanwhile, the mission also pointed out that
the linkage between the price and the safety of a product and the test method are not
in conformity with the relevant stipulations of the WTO. At the safety committee
meeting of the European Commission on the Directive on General Product Safety
held on 15 July 2005, the Commission canceled the voting arrangement due to the
disparate opinions on CR Standard draft resolution among the Member States, which
undermines the foundation for voting.

In December 2005, DG Health and Consumer Protection of the European
Commission circulated the new revised draft resolution among the Member States,
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requiring compulsory implementation of the CR Standard. The new draft resolution
partially accepted the viewpoints of the Chinese side during the representation and
gave up the defining line of “2 euros’ as the product coverage. Instead, it is replaced
by the technical definition. And it also revised the testing organization and export
restrictions. The Chinese side will keep on watching the development of the EU’ s new
CR draft resolution.

3.4.3 Labdsoaf origin of imported products

According to the current EU regulations, only documents of origin should be
submitted for customs declaration when importing products fr third country.
Producers do not have the responsibility to attach labels of origin e product. In
case of so doing, the producer should ensure that the information is y right in
order to avoid mideading consumers or competitors.

In September 2005, the European Parliament g

regulations on labels of origin and n and clothing
products so that consumers are in the positi igi [

the new legidlation on food, otherwise the
pht to import.

expressed its concern over it and hopes to enhance
jon with the competent departments of the EU in this
smooth developmert of trade.

Since the entry into force of the European legidation on healthcare products in
August 2005, over 300 healthcare products containing a variety of nutritious
ingredients such as selenium yeast, boron, chromium, etc. have been ordered to stop
selling. If the product containing ingredients beyond the 140 substances permitted, it
is regarded as illegal. The legidation will be implemented in two stages. The first
stage of implementation starting from 1 August 2005 is to ensure the ingredients
contained in the healthcare products;, while the second stage will take effect 18
months |ater to ensure the cap of the nutritious ingredients in the healthcare products.
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The legidation will exert a great impact an healthcare products containing vitamins
and certain minerals to enter the European market. Many a healthcare product will not
be able to sell on the European market because the nutritious elements are not
contained in the list. In fact, these nutritious ingredients are good to human health, for
instance, boron is good for bone and organic chromium is useful for the adjustment of
blood sugar. The European healthcare products producers and healthcare products
association have filed lawsuit with the European Court of Justice. They hold the view
that the legidation has restricted consumers rights to make their own choices and
request that the legislation be revised. But the fina ruling of the European Court of
Justice maintained the validity of the European legislation on heglthcare products.
China exports a great amount of vitamins to the EU. Therefore, Chinese side is
highly concerned over the impact the legidation will have on Chinese i

3.5.1.3 Legidation on the import of organic foodstuff

foundation of the production, processing, labé
organic products in the EU. The revi CE
only enter the EU through the inter
other words, only those products fr es tha fed as “the third

listed as “ the third countri

the implementation of the by the EU.

e EU started to implement new regulations on labeling
genetically-modified food, which is the strictest among the like regulations in the
world. It requir | food be labeled if genetically-modified organisms exceed 0.9%
S0 as to ensure the adequate right to know on the part of consumers. The regulation is
also applicable to animal feed and food of animal origin. The regulation also provides
the filing system, requiring genetically-modified products be able to be traced.
Documentations regarding the origin, ingredients, and where-to of the products should
be kept for five years. At present, internationally accepted standards for
genetically-modified food are not available. China hopes the regulation in question
will not condtitute barriersto internationd trade of the relevant products.

3.5.1.5 Amendments to Directive as regards indication of the ingredients
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present in foodstuffs

Pursuant to Directive 2003/89/EC of the European Parliament and of the Council on
amending Directive 2000/13/EC as regards indication of the ingredients present in
foodstuffs, all the EU Members States should ban the sale of products not in
conformity with labeling requirements as of 25 November 2005 and that food sellers
should list al the ingredients of the product on the label. To meet the requirements of
the directive, the EU further amended the directive as regards the ingredients present
in foodstuffs, requiring food labels list multiple ingredients causing alergies in March
2004. The directive also lists the 12 ingredients which may cause ajergies, including
grains containing gluten, fish, beetled animals, eggs, peanuts, soy s, milk and milk
products (including lactin), tree nuts, celeries, mustard, sesame,
ingredients must be indicated on food labels. The decision will aff ricultural
export from other countries to the EU to a certain extent.

35.1.6 The decison on the withdrawal
protection products containing five active subsié

to be contamed in plant pr : . of plant protection
[ iqn would no longer be issued

products suChas g , citrus fruit, cucurbits, pome fruit, stone fruit, strawberries,
black currants ther berries, cotton, and tobacco. Some pesticides are commonly
used in China. Ti#refore, export from China to the EU will be greatly affected due to
the decision. For example, after the withdrawal of authorizations for plant protection
products containing endosulfan, the EU has changed the maximum residue limit of
endosulfan in tea from 30 mg/kg to 0.01 mg/kg, which means that the new standard is
3000 times dtricter than the original one, and much stricter than the prevailing
international standard. Tea s the traditional Chinese staple export product. Tea export
from China to the EU may be in a woeful predicament due to the new EU standard
and the Chinese sde will be highly concerned over the issue.

Besides, the EU alows some members to use these pesticides for different purposes.

198



Foreign Market Access Report 2006

For instance, Ireland permits the use of dichlorophen on lawns; while the UK allows it
to be used on the walls and lawns of green houses and kindergartens. Greek has
registered that kasugamycin and polyoxin is only used for strawberries, and Spain
uses it for potatoes, cucumbers, cotton, citrus fruit, soybeans and plants for
appreciation, while Hungary can use it for pome fruit, black pepper, potatoes and
cucumbers. The disparate application of the same product to different plants in
different countries aggregates the difficulty for Chinese exporters to understand the
European market and has constituted barriers to the export of Chinese products to the
EU to a certain extent.

3.5.2 Technical sandards

3.5.2.1 Laying down harmonized standards for the testing for c iduesin

products of animal origin imported from third countri

from third countries was issued, which stipulaté
limits (MRPLS) in products of animal gy [

of analytical test indicate t i | ohibited substances but are

below the MRPLS, the [ ipited from entering the EU
market, but the competent aut@hiti rd of the findings in case of

recurrence. If the #& r more confirmed results below the reference
points for action n indicating the same prohibited substance
from the i ring the matter to the attention of the
exporting

ing Council Directive 84/500/EEC as regards a declaration of
ormance criteria of the analytica method for ceramic articles
intended to comgPinto contact with foodstuffs. The Directive specifies the migration
limits for lead and cadmium contained in imported ceramic articles intended to come
into contact with foodstuffs. The new criteria are much stricter than the origina ones.
The Directive requires that appropriate documentation to demonstrate that the ceramic
articles comply with the migration limits for lead and cadmium set out in the
Directive shal be made available by the manufacturer or the importer into the
Community to the national competent authorities. Ceramic articles not in conformity
with the criteria set out in the Directive will be prohibited from manufacturing and
importing as of 20 May 2007.
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In November 2005, the European Commission issued Commission Directive
2005/79/EC amending Directive 2002/72/EC relating to plastic materials and articles
intended to come into contact with food, renewing the list of certain monomers and
additives used in plastic materials and articles intended to come into contact with food,
of which, the standard for the content of PV C gaskets containing gpoxidised soybean
oil widely used in food packaging is much stricter than before. Plastic materials and
articles not in conformity with the Directive will be prohibited from manufacturing
and importing as of 19 November 2007.

The change in criteria may lead to barriersto the export of relevant Chinese products.

1990/642/EEC regarding the maximum resi
azinphosethyl, cyfluthrin, ethephon, fenai
paraquat, and triazophos. The Ann
MRLSs in the above- mentioned pestci C s concerned about

labels as of roduct is rejected. Traceability labels
production, processing, packing, and

ery products by making use of bar codes and

oring plans and import ban on the products of animal
origin import China

3.5.4.1 The approval of residue monitoring plans regarding products of animal
origin imported from China

In line with Council Directive 1996/23/EC, the EU Member States are not allowed to
import products of animal origin from the countries listed in the Directive unless the
residue monitoring plans regarding the chemicals listed in the Directive are submitted
to and gpproved by the European Commission.

In April 2004, the European Commission issued Commission Decision 2004/432/EC
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on the approval of residue monitoring plans submitted by third countries in
accordance with Council Directive 96/23/EC, listing the names of countries approved
by the Commission with regard to the submission of monitoring plans and the
categories of products approved. Two modifications have been made to the list of the
countries approved by the EU afterwards. In the list revised in May 2005, only the
residue monitoring plans regarding products of pigs and sheep, poultry, fishery
products, rabbit meat and honey originating in China were approved. Therefore,
products covered by the approved monitoring plans are fewer compared with those of
other countries approved by the EU, such as Argentina, Bulgaria, Mexico, Romania,
and Russia. This is not in line with the efforts made by China in, formulating and
implementing the monitoring plans. China hopes the EU approve more
monitoring plans through objective evauation.

35.4.2 Import ban regarding products of animal origi

the import of al products of animal o
feed from China with the pre-cont
gieris of the Chinese
the import ban on certain
n the basis of Commission

government and enterpri
products of animal origi
Decision 2005/573/EC

uding peeled shrimps and crayfish),
, besides meeting the general regulations
third countries, new additional regulations
. In other words, the EU Member States can

aquaculture

Furthermore, dug”to bird flu and foot and mouth disease, the EU also prohibits the
import of meat of poultry, pork, mutton, beef and dairy products from China. The
Chinese side hopes that the EU can make timely evaluation on the latest devel opment
of the disease risks and lift the import ban when condition permits.

3.6 Trade remedies
3.6.1 The automatic extension of trade remedy measures with the EU

enlar gement
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According to the Treaty of Accession, the EU extended al the prevailing trade
remedy measures to 25 members in May 2004 and the previous relevant legislations
in the ten new Member States became nullified. Since the EU enlargement, the trade
remedy measures adopted by the 15 EU members have been automatically applied to
the enlarged EU of 25 members, which means that investigations initiated before 1
May 2004 will base on dtatistics in the EU of 15 members, but the result will be
applied to the EU of 25 members. The Treaty of Accession also stipulates the
enforcement methods for the transitional safeguard measures in the new Member
States. In other words, within three years upon accession, when a certain domestic
industry is confronted with possibly persistent threat of material injury, or threat of
material injury to the industry in question, the new Member St are allowed to
apply for emergent remedy measures from the EU.

With regard to the objections to the automatic extensi

subject to trade remedy measure restrictions
restrictive measures through provisiona review
in the EU, but under the pre-context th
existence of trade remedy measures
actively while for most cases, enterp

the cases.

3.6.2 Anti-dumpingm

05, the EU initiated eight anti-dumping
8 fewer than that of the previous year. Meanwhile,

an the three cases of the previous year. The
ina filed by the EU in 2005 had the features of time
e enterprises involved and more find rulings made.

3.6.2.2 Refusimygto,grant China full market economy status

At present, the EU ill insists on regarding China as a non market economy in the
anti-dumping investigations. Since China lodged a formal request with the EU on
negotiating China s full market economy status in May 2003, China has, for many
times, passed on relevant information to the EU for technical evauation by the

European Commission. In 2005, in the final rulings of the anti-dumping cases, the EU
granted 40 Chinese enterprises the market economy status.

In September 2005, the Joint Statement of the China-EU summit was issued after
meetings between leaders of both sides. With regard to market economy status, the
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Joint Statement points out: “ The EU side welcomed the achievements China has made
towards building a market economy. The two sides agreed to launch high-level
dialogues to address outstanding issues with a view to achieving positive progress on
the issue of MES.” The Chinese side hopes that the EU side will make timely,

comprehensive and accurate evaluation on the progress China has made in its market
economic reform and that both sides should have more exchanges of views through

consultations in order to solve the issue at an early date.

On 30 June and 7 July 2005, the EU initiated anti-dumping investigations against the
Chinese exports of labor protection shoes and leather shoes respectjvely. Up to now,
the EU has rglected all the applications for market economy stat the enterprises
surveyed regarding labor protection shoes and leather shoes. Sh e one of the
staple exports from China, involving the employment of a large n
Before 2005, export of certain shoes from China ject to guota

and trade relations.

The Chinese side holds the view that i to the EU
has not led to any injury to the i 6 ere is no causa
relationship between the two. That '

anti-dumping investigati
relevant regulations of the

s not in conformity with the
ent. It has also seriously

ing INvestigations, the EU may determine whether to alow
porters at their applications by means of individual
are provided for in this respect. In the Commission
the EU officialy includes the five criteria determining
individud treat in its anti-dumping legidation.

Currently, when calculating the normal value of exports with the origin of a non
market economy, the European Commission usually chooses as the basis the cost and
selling price in a surrogate country of a market economy producing like products.
There is no doubt that the production situation in the exporting country differs from
that in a surrogate country. After the initiation of the investigation procedure, the
European Commission allows only 10 days for the responding enterprises to comment
on the choice of the surrogate country or recommend another surrogate country. The
European Commission’ s choice of a surrogate country enables it to artificialy raise
the dumping margins due to the time limit and complexity in choosing a surrogate
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country, which is unfavorable to the Chinese responding enterprises.
3.6.3 Safeguard measures

In April 2004, the Commission Decision 658/2004 published te fina ruling of
safeguard measures against canned citrus fruit imported from China, stating that tariff
guota restrictions on canned citrus fruit will remain effective from 11 April 2004 to 8
November 2007, during which general tariff rates or preferential rates would apply to
inquota consignments while out-of-quota consignments would be subject to an
additional tariff of Euro 30/ton. In June 2005, the European Comymission issued a
statement, hoping to collect data to examine the results of the ard measures in
guestion with a view to evaluating the necessity of adopting the m continuously.
The impact of the safeguard measures in question on relevant Chin i

investigation against the import of frozen
suppliers of frozen strawberries to the i i y clo§attention to
the investigation.

3.7 Subsidies
Large amount of subsidi [ in sector in the EU at varlous EXCUSES,

subsidies adopted by the EU has been
enwronment of agricultural products and

CAP in 2088 di )t change fOfidametally the basc Situation of international
agricultural MARet diS@htion |t had aused In addltlon the EU also subsidizes such

government sud§idies for sugar export by the EU had violated the relevant WTO rules.
At the end of Ogitber 2005, the arbitrators of the WTO made the ruling that the EU
should revise its policy of sugar subsidies before 22 May 2006 so that it would be in
line with the WTO rules and the commitment of concession. In November 2005, most
members of the EU reached agreement on reducing subsidies to the sugar industry,
according to which the EU will, within four years, gradually lower the price of sugar
by 39%, while the compensation for the loss of sugar farmers will be increased from
60% to 65%. The Chinese side is concerned about the conformity of the EU subsidies
to other products with the WTO rules.

3.8 Export restrictions
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Since the end of the 1980s, China has been listed as one of the arms embargo target
countries by the EU according to the relevant EU export control regulations. In
December 2003, the EU Brussals summit officialy included lifting the arms embargo
on China in its agenda. The Joint Statement of the 7" China-EU Summit published in
The Hague after the meetings between leaders of China and the EU on 8 December
2004 stated that “ The EU side confirmed its political will to continue to work towards
lifting the embargo.” But the meeting of the EU foreign ministers held in June 2005
decided to give up the original plan of lifting the arms embargo in June and expressed
the view that no time table would be set in this regard. In effect, the practice has
shelved the issue that should have been resolved.

the arms embargo on China.
3.9 Barriersto tradein services

3.9.1 Banking

eir subsidiaries in Germany. In addition,
i and control on German branches of

foreign banks in&ermany are very harsh. It is provided that a general manager shall
a least have three-year working experience in the EU countries or one-year working
experience in Germany. The Chinese-funded banks complain that under the above
mentioned terms, the general manager sent by the head office to the branch in
Germany is prevented from performing his duty for at least one year, and these
requirements greatly affect the routine operation of Chinese-funded banks in

Germany.

In its banking regulations the Netherlands requires that priority should be given to the
like domestic enterprises in the merger and acquisition of domestic banks. Only under

205



Foreign Market Access Report 2006

the circumstances when no like domestic enterprise considers taking over in six
months after the bank’ s announcement, will foreign businesses have the dligibility to
merge and acquire. Besides, the merger and acquisition contract between the foreign
business and the selling bank will not have legal effect until unanimously approved by
the original boarder of directors of the selling bank and by the professional committee
of the parliament.

The UK classifies banks into full-capacity banks and wholesale banks, which can only
engage in wholesale financing business, according to the services provided. Up to
now, no Chinese-funded bank has obtained the license of a full-c

the Italian legidation, they can reject
to set up branchesin Italy. In i ,
over Euro 12,500, banks i hal instituti should apply for approval
from the governmert depart; iniglrati

e Chinese products which may arouse dissatisfaction
anies, some Italian exhibition authorities prohibit or

tiles and garments and toilet and bathing products; and at
articipated by Chinese companies, they will, at various excuses,
refuse to incr exhibiting space or alocate unpopular locations to Chinese
exhibiting companies.

393 Tourism

The Italian legidation provides that tourism practitioners from non EU countries are
not allowed to be tourist guides. Local Chinese immigrants do no have the right to sit

for qualification exams of tourist guides. A Chinese tourist guide cannot do his
business unless accompanied by an accredited Itaian tourist guide.
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3.10 Unreasonable protection of intellectual property rights

According to Council Regulation (EEC) No 2081/92 of 14 July 1992 on the
protection of geographical indications and designations of origin for agricultural
products and foodstuffs, geographical indications of nonEU countries cannot be
registered unless they can be equaly protected like the EU ones. Besides, the
Regulation does not specify legal procedures for non-EU nationals to apply for the
protection of geographical indications in the EU. In 2003, the EU published Council
Regulation (EC) No 692/2003 amending Regulation (EEC) No 2081/92. The new
Regulation provides for the same application rights for nonEU gountries, but the
procedures of applying for the protection of geographical indi€&tions by nonEU

nationals are very complicated. It usually takes one and a half to ears for the
EU organizations or individuals to apply for the protection of geogr |ndications,
while it takes three to five years for the nonEU organi r indi apply
for the same.

the EU was signed in September 2005. Both
indications through mutual recogniti ongg@EgRi ng
the protection of

geographical indications does not a@idress the issue iong¥ treatment in the
application system regarding PIn April 2005, the
Dispute Settlement Body of aved the repoff of the panel, stating that the

above regulation of the pole of nagonal treatment of the WTO.
With a view to honoring i ' ' ‘ , the EU agreed to revise the

of certain EU Member States on employees sent by
nvested companies in Europe has serioudly restrained the
enterprises in Europe. The EU Member States impose harsh
ents on employees of Chinese-funded enterprises in Europe sent
from China, and #le visa application procedures are complicated and time consuming.
The visa granted usualy allows only one entry, or with a validity of 12 months or
even of 3 months.

The employees sent by some Chinese enterprises to work in France can only get
visas for a short stay of 3 months, and the French government does not alow them to
apply for visa extensions in France. In addition, it takes at least 6 mont hs to obtain the
working visa to France. There are a'so administrative obstacles to obtaining business
permits and to family reunion.
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On the basis of Sino-Italian Agreement for Economic Cooperation, both governments
should grant long-term working visas to employees from respective countries.
However, the Italian side has always been granting business visas to employees from
with validities of three or six months, thus, forcing them to come back for visas every
Sgx months

It is quite difficult and complicated for Chinese employees to get visas to Germany. It
usually takes six months to go through the complete procedure. This has also affected
the continuous development of and investment by Chinese enterprises in Germany.

for visas and
takes severd

It is very complicated, manipulative and untransparent in app
residence permits from Lithuania by Chinese employees. And it u
months or haf ayear for Lithuanian embassies to gpprove and grant vises.

These requirements and practices have increased the op
enterprisesin these countries.

3.11.2 Resdencepermits

Upon arriving in the EU, the manag )e Chinese- funded
enterprises usualy encounters additi [ applying for residence
permits. The competent authorj [ ' 8les require the Chinese

sent from other count i igs established in Belgium,
Luxembourg, Germany and B ' I plication procedures for the

) ' are very complicated for employees sent from
eded the investment from China to the EU

Investment policies among the EU Member States.
al_treatment to foreign-funded enterprises although some

The French legidation only allows French nationals, nationals of the EU Members
States or nationals of countries with bilateral agreements to operate in certain sectors,
including private research ingtitutions, insurance brokerages, casinos and gambling
clubs, forwarding agencies, public market trading, AV and communications,
commodity brokerages, tobacco retailing, beverage retailing, publication companies
engaging in the French language, security enterprises, telecommunications,
performing and pharmacigts.

Spain requires investment in the following fields be approved by DG Trade Policy of
the Department of Economy (with the exception of investment from other EU
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members), including investment in “ sensitive industries’, such as gambling, television,
broadcasting, air transport and national defense; foreign government investment or
investment by foreign enterprises directly or indirectly controlled by the government;
and investment by foreign state-owned enterprises.

The articles of association of many Swedish corporations provide the clause of
“restrictions on the ownership of foreigners’, stipulating at least 60% of the equity
and 80% of the voting rights should be retained by the Swedes. If no such clause is
included in the articles of association, the company is regarded as a foreign company.
Foreign companies are not allowed to own Swedish natural resources such as mines,
oil fields, farms, forests and water resources, neither can they hayg more than 20%
voting rights of other corporations owning the said natural resouf@gs. Foreigners can
not possess Swedenregistered ships or airplanes. Foreigners t alowed to
operate Swedish domestic airlines, nor can they hold shares of b ili

underwriting, and construction engin
accession, foreign nationals will not
the Czech Republic.

Hungary restricts foreign quffiership to ' in civil aviation, television
and broadcasting. In ten ion, Hungary will prohibit
foreigners from purchasing its d

is 49%. The cap on foreign ownership in civil aviation is
is currently alowed in gambling.

In March 2004, JFrance published 10 new measures aiming at attracting foreign
investment, mainly involving the simplification of procedures, the exemption of
businessman identity card and the reduction and exemption of tax. However, the
above measures for facilitating and encouraging investment are only applicable to
enterprises of OECD members. Chinese enterprises investing in France are not
covered. Besides, some Chinese-funded enterprises in France complain that the
French side lacks confidence in letters of guarantee provided by Chinese banks, which
has affected the operation of Chinese-funded enterprises in France. The harsh
examination on qualifications of Chinese enterprises by the French side has, to a
certain extent, affected the normal business activities of the Chinese-funded
enterprises in France. Besides, the rigid labor system and high cost have increased the
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difficuty of business management and operation of the Chinese-funded enterprises.

The German legidation provides that foreign investment in Germany should gain the
approval of the competent German trade associations. According to the regulations, if
the foreign investment is likely to affect the development of the existing German
enterprises, the foreign investment in question may not be approved. In addition, it
takes too much time for the approval of setting up Chinese-funded enterprises in
Germany to be approved. The lengthy approval process, the complicated procedures
and the lack of transparency have affected the normal business operation of
Chinese-funded enterprises in Germany.

There are too many laws governing taxation and investment h are subject D
frequent changes in Greece. Take the investment promotion law ation law for
example, over the past 20 years, ten investment promotion
promulgated. On average, there is one such law every
law, there is almost one law promulgated every year. Bea
and involves 6.5 procedures on average for &
examined and approved. However, the law stip
examination and approva should be two year
and the lengthy perlod required for go [ ipation and

fee ther for commercid
anent residents or nationals
Chinese mmpany wants to
new company in the Czech

or for residential use, but
with spouses of the Cz
purchase land for investment
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Japan
1 Bilateral traderdations

Japan was China s third largest trading partner in 2005. According to customs
statistics released in Ching, the bilateral trade volume between China and Japan in
2005 hit US$ 184.45 hillion, up 9.9% over the previous year, among which China s
exports to Japan accounted for US$ 83.99 hillion, gaining 14.3%, while Chind s
imports from Japan registered an increase of 6.5% to arrive at US$ 100.45 billion.
China had a trade deficit of US$ 16.46 billion with Japan. China ggainly exported to

Japan electro-mechanic products, electrical appliances and ronic devices,
garments and accessories, new and high-tech products, yarn and its R clothing
of woven fabric, fossil fuels, mineral oils, iron and stedl, China s
imports from Japan included, among others, electro- hani trical

appliances and electronic devices, new and high-tech product® ' ology,
diodes and analog semiconductor devices, int@frat ' Y ¢ #ONi C
components, steel and its products, plastics an

2005, with the growth rate in bilat [ verdge growth in
China sforeign trade.

2005, the accumulated turnover of the
inese companies in Japan added up to US$ 340
eering contracts running into US$ 420 nillion;

and that of the signed labor contracts came out at US$

or on the record of MOFCOM, 18 Chinese-funded non-financial
enterprises were Set up in Japan in 2005, with a contractual investment of US$ 12.46
million from the Chinese investors. By the end of 2005, a total number of 291
Chinese-invested non-financial companies had been established in Japan, with an
overdl contractua investment of US$ 1,180 million.

According to the figures of MOFCOM, Japanese firms invested in 3,269 projects in
China in 2005, with a contractual investment of US$ 11.92 hillion and an injected
capital of US$ 6.53 billion. By the end of 2005, Japan had accumulatively invested in
35,124 projects in China, with a pledged investment of US$ 78.57 hillion and an
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actud capitd input of US$ 53.37 hillion.

2 Introduction to trade and investment regime
2.1 Legidation on trade and investment

The legal framework of trade and investment in Japan consists of Foreign Exchange
and Foreign Trade Law, Import and Export Transactions Law, and the relevant
government regulations such as Cabinet Orders, Ministerial Ordjgfances, Circulars,
Notices and Announcements. Among these, Foreign Exchange
Law specifies fundamental issues related to the administration of tr
whereas detailed provisons are promulgated thro
Adminigration Ordinance and Import/Export Rules.

ports, and bonded systems. Customs
setting tariff rates and taxable pric
tariff, specia tariff systems su #0rt bans. Serving as
[ easures Law stipul ates some
provisional tariff rates, t ' tion or Jefund, and the generalized

system of preferences (GSP).

Enterprises, the Law on the Design of
, Infectious Disease Prevention Law, Fertilizer

221 Import mistration

According to the relevant regulations in Japan, imports are divided into two broad
categories: free imports and non-free imports.

Free imports refer to those goods imported into the country that do not need to apply
for licenang, submit import statements, and present invoices upon clearing customs.

Non-free imports refer to those goods that are, according to the Import Administration
Ordinance, subject to prior licensing. These cover goods subject to import quotas,
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specified goods from certain places of origin or shipment, goods requiring prior
ratification of the competent ministers, and goods required to go through customs
formdities

2.2.2 Export administration

A member to the Wassenaar Agreement, Japan has joined all the international export
control organizations, including Nuclear Suppliers Group (NSG), Australia Group
(AG) and Missile Technology Control Regime (MTCR), and subjects all the goods
designated in the relevant international treaties to examination licensing. Based
on Foreign Exchange and Foreign Trade Law, Import and Expor sactions Law,
and Export Administration Ordinance, Japan’ s trade regime aso pi for export
controls, restrictions on the supply of technologies, pri St-export
examination of exports.

2.3 Investment administration

Pursuant to Japan’ s Foreign Exchange
no restriction placed upon foreign
application is needed when investin > arcraft and the
weapons industry on which th apital Movements
allows for measures of restrj i urity, or in an industry such
[ ' as expressed its reservation
relevart gtipulations in the

principle,
a&h. HOwever, prior

to the OECD Code of Liber
Anti-Monopoly L&V PreSsr b
corporate sharehol c rect investment in Japan.

oreign investors from engaging in Japan’ s domestic ocean
carriage. Acodi the pertinent articles and clauses in the Law on Vessels,
Japan’ s domesti itime shipping market is open only to vessels registered in Japan;
foreign companiés are permitted to invest in Japan’ s domestic shipping market only
after they have established a company in Japan.

2.4 Competent authorities
24.1 Government ministries and agencies

As the leading government body in the administration of foreign trade in Japan, the
Ministry of Economy, Trade and Industry (METI), with regional bureaus and offices
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in major Japanese cities, is responsible for the formulation and implementation of
trade policies and investment promotion polices, and for the examination, approval
and licensing of imports and exports. The METI sets up in its Trade Policy Bureau a
Multilateral Trade System Department to handle complaints related to WTO &ffairs.

In principle, Japan’ s foreign exchange control is the system of filing and putting on
record relevant documents after the transaction. The Ministry of Finance (MOF) is
responsible for the examination and approval of matters concerning foreign exchange
control, and the compilation of financid datitics.

Japan Customs, an agency affiliated to the MOF, is responsible f administration
of the entry and exit of goods, vessels, aircraft and passengers; [lection of
customs duties; the examination and approval of the i rt and certain
products.

As the central bank in Japan, the Bank of Japan (B8 o [ inétion
and gpprova of foreign exchange matters.

2.4.2 Other relevant organizations

The activities of Japan External dicade fide: helping foreign
businesses to invest in Japa¥ assistin anese small and medium-sized firms to
expand their exports; h fore ter the Japanese market;

ting and analyzing foreign

relevant information about

eel Union, and various exporters and importers

in the examination and approval of the import and export
sectors.

of goods in th@gespect

The Japan Bahk for International Cooperation (JBIC) is an exclusively
government-funded policy-oriented financia institution in Japan. Its fundamental
mission is to conduct various policy-based financial operations to promote the
development of trade, strengthen overseas economic cooperation, and contribute to
the stabilization of international financial order and the economic development of
developing countries.

3 Barrierstotrade
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3.1 Tariff and tariff administrative measures

Japan’ s average tariff rate stood at 2.4% in 2004, but Japan still maintains exceedingly
high tariff rates and some unreasonable tariff administrative measures on certain
products.

311 Tariff peak
ingly high. Over

at more than
e export of

Japan’ s tariff rates on agricultural and marine products are exc
80% of farm and fishery products are subject to customs duties,
15%. Japan’ s imposition of high tariff on agricultural products imp:
the relevant Chinese products to Japan. China is clo monitori
Japanee tariff on agricultura products.

3.1.2 Tariff escalation

fishery products normally:

dried, salted, smoked, or crush to about 10%.

d subjects those outside the quota to a tariff of 2,796
. These measures have restricted Chinese exports of
konnyaku to d Chinese farmers of konnyaku have, accordingly, suffered
e hopes that Japan will end its restrictive import measures on
konnyaku from Chiina the soonest possible.

Japan has a very complicated tariff management system, and its transparency leaves
much room for improvement. For example, the Japanese authorities, on the pretext of
lack of experience, often delay the publication of quota allocation results, or only
release the list of enterprises granted quotas without specifying the exact quantity of
guotas each receives so that the applicants of quotas could not judge the fairness of
the quota distribution by comparing the quotas each enterprise is allocated. China
hopes thet Japan will make efforts to improve its transparency in the administration of
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tariff quotes.
3.1.4 Others

The wide existence in Japan of the combined use of ad valorem duties and specific
duties (alternative or compound duties) makes the calculation of customs duties very
complicated and causes some difficulties to Chinese enterprises exporting to Japan.
Moreover, tariff on products calculated at ad valorem duties is significantly higher
than that calculated at specific duties, particularly so for agricultural products, which
poses, in a certain extent, an obstacle to the growth of trade between Chigha and Japan.

3.2 Import restrictions

3.2.1 Ricetenderingregime

(1) Rice imported into Japan und
proportion of the total im ¢ §Cess fails to ensure

won only an extremely small portion of all
gy, which contrasts sharply with the
e of Chinese rice. Of al the 9 tenders
in 2005 financia year (up to 3 March 2006)
a managed to win only a negligible 19,030 tons

rice under the SBS method, the importers have to sell the

rice won the amount demanded by domestic customers to the General
Food Policy eau under the Ministry of Agriculture, Forestry and Fisheries,
which will then re-sell the rice at an internally fixed mark-up to domestic

wholesalers. Moreover, the amount of rice imported through the SBS scheme is
subject to frequent adjustments and readjustments by the Genera Food Policy
Bureaul.

The Chinese side believes that the unreasonable practices in the import of rice dull the
edge of the competitiveness of Chinese rice on the Japanese market. And China will
continue to watch closely the measures taken by the Japan authorities to reform its
import rice tendering regime and to improve its transparency.
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3.2.2 Import quotason laver products

Japan subjects the import of certain marine products such as laver (nori) to
guantitative restrictions. Before 2005, Japan allocated its annual import quotas
exclusively to South Korean laver products. At the request of Chinese enterprises
involved, China initiated in April 2004 its trade barriers investigation into Japanese
import administrative measures on laver products. The Chinese side believed that
Japan’ s administrative measures on the import of laver products had violated relevant
WTO agreements and its own commitments under the WTQ¢ framework, and
constituted a discrimination against Chinese businesses. After fri consultations
between the Chinese and the Japanese government, Japan’ s Mini
Trade and Industry released its 2005 gquota scheme for |
replacing the earlier country-specific quota with a glob!
Ministry of Commerce terminated its trade barriesd
administrative measures on laver products on 2
Japan some 120 million sheets of laver productsin

Noting that Japan has not opened it
Chinese enterprises, the Chinese s
authorities. Japan expressed that i

erning the Standardization and Proper Labeling of
oducts, commonly referred to as the Japan Agricultural
), dl food products sold in Japan shall bear a mark of origin
as from Dec 2000. In September 2004, Japan’ s Ministry of Agriculture,
Forestry and Fisheries revised its quality mark criteria regarding processed food:
extending the scope of processed food required to bear a mark of origin and
stipulating that processed food not required to bear such a mark should not carry any
misleading information as to its origin of production. Japan amended orce again its
regulations in September 2005, demanding that the place of processing and the place
of origin should be clearly differentiated for processed food, prohibiting unclear
labeling, and adding 20 categories of processed food “close to fresh and live food
products’ to its mandatory list required to bear alabd of origin.
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The Japanese authorities often conduct inspections on the quality and origin of aquatic
products, and even go so far as to conduct DNA tests on eels marked “produced in
Japan” and publish the results of such tests on their official websites. As a result of
such practices on the part of the Japanese government and exaggerated reports on the
part of the Japanese media of the hazardous residues of pesticides in some Chinese
agricultural products, quite a number of Japanese consumers have been misled to
believe that Chinese agricultural products are not healthful. Therefore, the above
measures constitute a great barrier to the export of relevant Chinese farm products to
Japan, and China, hoping that the Japanese government and media will evaluate
Chinese agricultural products objectively and accurately, is very ggncerned with the
issue.

3.4.2 Amendment to the Enforcement Order on t ting the
Effective Use of Resour ces

disclosure of information about the C
objectives for making such an amend [ IS des e the problem of
the growth of foreign products B'not accord with the

the legitimate goal of th
discrimination against import If adopted and put into force,

supplier of agricultural and food products to Japan. The
thorities in taking some unconventional quarantine

3.5.1 Agricultufal chemical residues
3.5.1.1 Positive list system

In May 2005, the Japanese government notified other WTO members of its Final
Draft on the Positive List System of Agricultural Chemical Residues in Foods, which
is to be implemented as from May 2006. The Final Draft specifies nearly 50,000
provisiona maximum residue limits (MRLs) for a total number of 734 pesticides,
veterinary drugs and feed additives in imported foods and agrarian products, which
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will significantly affect the access of foreign foods and farm products to the Japanese
market. Japan is China s largest export market for agricultural products. China
exported to Japan US$ 7.93 hillion’ s worth of agricultural products in 2005, an
increase of 7.3% over the previous year, accounting for 29.2% of China stotal exports
of agricultural products. Initial analysis indicates that Japan’ s positive list system and
its new standards for MRLs will inflict heavy damage on China’ s major exports. As
the positive list system has substantially changed Japan’ s administrative regime of
agricultural chemicals and the new MRLs differ significantly from Japan’ s current
standards, China has followed the track of the positive list system, made a series of
research on it, and taken up the matter with the Japanese side igfthe Japan Trade
Policy Review in the WTO and on many other bilateral oc ns. China will
continue to monitor closely the impact of the implementation o
system on China s exports of agricultura products to Japan.

3.5.1.2 MRL for chlorpyrifosin spinach

have not set such a MRL, and the E [ AR[ at 0.85 ppm. According
to statistics, the average daily i I Ph is 22.8g, whereas
. However, the chlorpyrifos
MRLs for the two are set : respectively, 300 and 100
times higher than that for eves that MRLs should be

should, if necessary at all, be applied differentialy to
egetables. In the absence of a separate MRL for
in#frozen spinach, the Japanese authorities applied MRL for
spinach and adopted restrictive measures against imports from
China. The Chi side is showing great concern with the impact of such a practice
on the normal Bilateral trade in vegetables and hopes that Japan will rectify the
unreasonable regulation as soon as possble.

3.5.2 Harmonization with international sandards
Japan’ s Food Sanitation Law provides that additives in foods be examined and
approved by the Ministry of Health, Labor and Welfare, only approved additives be

used in the production of foods, and the production or importation of foods with
nonratified additives be banned. The Ministry’ s Guidelines on the Designation of and
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the Standards for Food Additives and its annexes further stipulate that companies
provide complete testing documents to demonstrate the safety and effectiveness of
food additives along with their application. The testing fees are to be borne by the
applicants, and the examination and approval procedures usually take one year. As
some food additives, already accepted by the UN Food and Agriculture Organization
(FAO) and the WTO and hence widely used in countries around the world, have not
been included in the list of approved food additives in Japan, the export of foods
containing these additives to the Japanese market tends to be extremely difficult, if
not impossible. China is greatly concerned with the glaring inconsistency of the
Japanese technical regulations with internationa norms.

3.5.3 Inspection and quarantine procedures

In most cases, after the food products subject to insp
are sent to the inspection and quarantine center, Sad

will be conducted in case of suspect
go through customs formalities is 3 eir arrival on the

tine Center, with all its best equipment and
test about 200 pesticides. Because of the

Japan’ s Plant Protection Law, the quarantine authorities
would fumig and destroy the fresh flowers when they are found to carry
specified pests mful plants. However, only 14 pests and 4 harmful plants are
listed in Appendfx Il to the Guidelines on Quarantine of Imported Plants, and those
not listed in the appendix would be dealt with on the basis of the same regulation.
This provison gives too much discretion to the inspectors and results in widely
differing implementation standards. Therefore, it is often difficult for importers to
decide whether their plant products need to be fumigated. In addition, because of the
limited capacity in dealing with requests of plant fumigation in the quarantine center,
importers often have to wait for days until their fresh plants have deteriorated. The
Chinese side hopes that transparency of Japanese administrative measures in this
regard should be improved so asto facilitate bilatera trade.
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3.5.,5 Caertification of marinefood processing facilities

Japan Fisheries Association announced in October 2005 hat a new certification
regime of hazard analysis and critical control point (HACCP) for marine food
processing facilities would be implemented as of 1 April 2006. The new certification
regime targets any and all marine food processing establishments. As fom 1 April
2006, new, supplementary and continual examination and approval procedures will be
carried out according to the new regime. During the notification period from 1
October 2005 to 31 March 2006, either the new or the old certificgtion regime could
be gpplied. Chinais watching with concern the new certification regim:

356 Sterilization of and import restriction on straws

straws from as | nded, on the groundless assumption that the
epigemic of '

to Japan. ChinaisQreatly concerned with thisissue.
3.5.7 Import licensng for live Chinese mitten-handed crabs

On 27 July 2005, Japan’ s Ministry of Environment added fresh and live Chinese
mitten-handed crabs (Eriocheir sinensis, or in their popular Chinese name, da za xie)
to its second designated list of special alien species. According to the relevant
regulations in the Invasive Alien Species Act, a strict licensing system will be applied
to the import and safekeeping of the Chinese mitten crabs. From October to February
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next year, a large number of Chinese mitten crabs will ke exported to Japan from
China. Because of the particular way of preparing them for eating, the Chinese mitten
crabs must be kept alive and fresh until they are prepared and cooked in the restaurant.
Therefore, all the parties involved in the business, from importers (including
transporters at various levels and wholesalers) to restaurants, must apply for a license
for import, transport or safekeeping. Those who engage in the business without a
license will be subjected, in the case of individuals, to imprisonment of less than 3
years or afine of 3 million Japanese Yen, and in the case of legal persons, to afine of
less than 100 million Japanese Y en.

wholesalers and retailers, smplify the procedures in licensi Sses in a
timely manner and in sufficient numbers so as not to
Chinese mitten-handed crabs.

3.5.8 Mandatory ingpection on buckwheat

On 26 October 2005, the Japanese \ Wdtare issued a
circular, effective from that date, to jes in J@gPan, requiring that
mandatory inspection be carg : f#iCkwheat, including
1. Japan retained 29 items of
inspection on Chinese agw datory inspection program,
a the same time increasing and '

ps for tea, but Japan tends to treat the testing items
differentid ' ) for its domestic pesticides and applying them more
rigorously toNpesticides of other countries. Such a discriminatory measure runs
counter to the AgRegment on Technica Barriersto Trade.

3.5.10 Discriminatory ingpection and quarantine measures on bivalve shellfish

Since 1991, Japan has subjected al bivalve shellfish exports (including live
parti-colored clams) from China to stringent and time-consuming inspections of
shellfish diarrhea and paralytic toxins. For every shipment of shellfish from China, only
after the ingpection, which may take tens of hours, upon arrival at the Japanese port has
been completed, can the shipment be unloaded and put temporarily in the mudflat for
cultivation. A different policy is, however, applied to imports of live parti-colored clams
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from North Korea, South Korea and other countries: after several regular inspections on
the imports each year, every shipment is alowed to be put directly on the Japanese
market. The discriminatory practice on Chinese shellfish has caused much
inconvenience to the Japanese importers of Chinese products, increased their incidental
costs, and reduced the quality and freshness of Chinese fishery products, thus cutting
the competitiveness of Chinese exports and incurring heavy economic losses to Chinese
enterprises. China hopes that the Japanese Ministry of Health, Labor and Welfare will
put an end the soonest possible to the discriminatory practice of time-consuming
ingpection of toxins on Chinese exports of live parti-colored shellfish by either
recognizing the certification issued by the Chinese inspection and qygrantine authorities
or treating Chinese exportsin line with Korean exports.

3.6 Trade remedies

launch trade remedy inv
investigation initiated by

investigation on s
comes to nearly

Japan has not, to date, acknowledged the status of China as a complete market economy,
which is not conducive to the healthy development of economic and trade relations
between the two countries and does not help to solve China s huge deficit in trade with
Japan. China hopes that Japan will grant China the status of a complete market
economy as early as possible.

3.7 Export redrictions
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Japan has put in place the so-called “ catch-all” security safeguard export control regime.
Under the regime, the Japanese government will collect relevant information and make
up a“catch-al” list of foreign companies subject to export control. Japanese companies
shall seek “ prior consultation” with the Ministry of Economy, Trade and Industry before
exporting sensitive goods or technologies to a foreign company named on the list. The
implementation of the regime lacks transparency and fairness. Japan once accused some
Chinese companies of engaging in proliferation activities, which severely affected the
normal trade of the Chinese companies with Japan. The Chinese side has repeatedly

taken up the issue with the relevant Japanese authorities, hoping that Japan will enhance
its trangparency and fairness in implementing the regime.

of various documents, some involving its bus
period of time before an approval is granted,
importers and exporters. These restrictj
technology cooperation between Chin

3.8 Barrierstotradein servi

struction gnarket. Internal tender is held
for large-scale construction pr [ tender is invited for only a
limited number OFCONSHEBELD ts such as the construction of gardens, civil

ntrol and Refugee Recognition Law, Japan
workers entry into Japan, and only permits

To prevent the outflow overseas of high-quality plant species and to protect domestic
agriculture, the Japanese Diet passed an amendment to the Agricultural Seeds and
Seedlings Law on 10 June 2003, which came into force on 1 July of the same year. The
amendment includes the extension of the scope of activities subject to prosecution and
punishment, covering infringement upon not only agricultural seeds and seedlings but
also harvests thereof, and the raise of pendlties to strengthen law enforcement against
intellectual property rights violations. Correspondingly, Japan also amended its
Customs Tariff Law, requiring that the customs may ban the imports of agricultural
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products, if they are found to intrude upon the Japanese cultivator’ s rights, that is, the
exclusive right acquired through the registration of a new plant breed, including the
right to produce, license, import and export the seed or the harvest thereof.

On 14 March 2005, Japan promulgated the Notification of the Agricultural Seeds and
Seedlings Law Enforcement Regulation and the Ordinance of the Ministry of
Agriculture, Forestry and Fisheries (G/TBT/JPN/140). The government agency in
charge of this matter is the Ministry of Agriculture, Forestry and Fisheries, and the date
of approva is June 2005. The notice requires the labeling of the application of
agricultural chemicals, the name of the active composition of agriculjgral chemicals and
the amount of the active composition. In addition, new species '@lplant seeds and
seedlings have been added. Such a labeling will, no doubt, |nc
ingpection, cause greater technical and economic burden |nvolved,
and consgtitute a de facto trade barrier to foreign enterprl
with this measure. The Japaneee government should

become increasingly closer. T predicament of the
graying farm population, the or, the narroness of cultivated fields, and
crop failures caused by enter |3es have come to Chlna,

engaging in cultivation busin

isks in buying the seedlings, cultivation
erterprises. China is very concerned with

One of the probléms troubling Chinese-funded firms in Japan is that of social security
insurance and pension insurance for their Chinese staff working in Japan. According to
the relevant Japanese laws and regulations, these employees should take up socia
security insurance and join pension insurance in Japan, but they have aready been
covered by social security and pension insurance in China. Therefore, the double
insurance, as a result, adds to the costs of Chinese-invested companies in Japan. In
addition, according to the relevant Japanese laws and regulations, the annuities paid by
the Chinese employees will not be refunded if they come back to China after their stay
in Japan for a few years. China hopes that Japan will amend the relevant regulations to
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relieve the burden on Chinese-funded enterprises in Japan.
3.10.2 Businessvisas

Japan has always adopted very strict standards when issuing short-term business visas
to the Chinese. Visa applications by Chinese business people, planning to go to Japan to
take part in an internationa trade fair or to pay a visit to a Chinese-invested enterprise
in Japan at its invitation, are often subject to a prolonged approval period without any
apparent reason or regjected and delayed on the ground of incomplete application
materials. The inability of the Chinese business people to arrive ingapan on time has
resulted in the loss of business opportunities and economic losses @lwell. In addition,
work visas of the Chinese personnel in Chinese-funded companies irk
renewed each year, and the requirements for renewa agg

relevant Japanese authorities will try
business visa issuance, release relev
websites of the related govern

language on the
issuing short-term
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Saudi Arabia

1 Bilateral trade reations

According to the China Customs, the bilateral trade volume between China and Saudi
Arabia reached US$16.07 billion in 2005, up by 56.1%, among which China’ s export
to Saudi Arabia was US$3.82 hillion, up by 37.8%, while China s import from Saudi
Arabia was US$12.25 hillion, up by 62.8%. China had a deficit of US$8.43 hillion.
China mainly exported to Saudi Arabia new pneumatic tires of rubber; woven fabrics
of synthetic filament yarn; women’ s or girls suit, ensembles, jackets, blazers, dresses
and skirts; men’ s or boys suits, ensembles, jackets, blazers, an users, furniture
and parts; air conditioning machines; footwear; clothing; trunks an

from bituminous minerals;, acyclic acohols and th
nitrated or nitrosated derivatives, polymers of eth

primary forms.

According to the Ministry of Comm ' s MOFCOM), the

turnover of completed engineering cdlitracts by Chi in Saudi Arabia
reached US$320 million in 2005, an gned contracts was
US$1.26 billion. The volu

US$13.98 million, and t vice cooperation contracts

rabia was US$630 million, with
that of all the co acts sig billion, and the accumulated volume of the
US$97.86 million, with that of the total

According to OM, Saudi Arabian investors invested in 16 projects in Chinain
2005, with a confractual investment of US$50.28 million and an actua utilization of
US$9.37 million. By the end of 2005, Saudi Arabian investors had accumulatively
invested in 61 FDI projects in China with a contractual volume of US$170 million
and an actud utilization volume of US$77.48 million.

2 Introduction to trade and investment regime

2.1 Legidation on trade and investment
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Saudi Arabia became the 149" member of the World Trade Organization (WTO)
on December 11, 2005, committing that in areas such as the protection of
intellectual property rights, the application of technical regulations and
standards, as well as the protection of food safety and human, animal and plant
life and health, it would fully implement the relevant WTO Agreements. To this
end, the Saudi Arabian government has promulgated trade and investment related
legislation over the past few years, including Import Licensing Guidelines &
Procedures, Sanitary and Phytosanitary Measures, Foreign Investment Act, Law
on Ownership of Real Estate by NonSaudis, Saudi Arabian Standards
Organization Technical Directives, Negative List exclu from Foreign
Investment, Trade Information Law, Enhanced Money Laun g Regulations,
Executive Rules of the Foreign Investment Act, Tax Law, state Law,
Capital Markets Law and Anti-dumping Law. Regul zii ion and
review include Commercia Agency Regulation [ nfair
Competition Law, Customs Vauation Guidelines

2.2 Tradeadministration
221 Tariff system

The tariff rate in Saudi Ar
Gulf Cooperation Counci uty-free freatment when certificate of
origin or accreditation certificat

2.2.2 Import an@export ad

Saudi Ar ' \ eral products, placing no quantitative or
i baudi law prohibits importation of the following

InduStry has issued a number of directives aimed at preventing
ering the Kingdom and requiring point of origin labding.

2.2.3 Foreign exchange administration
Saudi Arabiaimposes no foreign exchange restrictions on capital receipts or payments
by residents or nonresidents, beyond a prohibition against transactions with Israel. In

practice, Saudi Arabia pegsits currency, the Saudi Riyal, to the U.S. Dollar.

2.3 Investment administration
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According to the Negative List excluded from Foreign Investment issued by Saudi
Arabia in 2003, foreign investment is prohibited in three manufacturing sectors,
including oil exploration, drilling and production; manufacturing of military
equipment, devices and uniforms; and manufacturing of civilian explosives, as well as
16 service sectors, including catering to military sectors, security and detective
services, insurance services, rea estate investment in Makkah and Madina, real estate
brokerage, printing and publishing, and telecommunications services. However,
according to the Report of the Working Party on the Accession of the Kingdom of
Saudi Arabia to the World Trade Organization, Saudi Arabia has committed to open
sectors such as insurance, telecommunications services, whol and retail trade.
For example, foreign insurance companies will be permitted t
direct branches in Saudi Arabia, or to form a joint venture insur pany with
local insurers, in which foreign participation is limited at
basic telecommunications, foreign participation in a f ' reis
limited at 49 per cent, 51 per cent by the end of

excluded from Foreign Invest
The minimum level of
(approximately RMB5
(approximately RMB10. 66

pI’OjeCtS is SR25 million
projects SR5 million
ce projects SR2 million

(approximately R oreign investors are not required to look for
local partners a n company assets. Solely foreign owned
enterprises e Saudi Industrial Development Fund

(SIDF).

The i [ Commerce & Industry is responsible for foreign trade
administr . e of the ministry in the area of trade administration
includes th i of trade laws and regulations, the formulation and
implementation e policies, bilateral and multilateral consultations on economic
and trade issuéS with other countries and international economic and trade
organizations, making decisons on import ban, trade negotiations with foreign
countries and international organizations, settlement of trade disputes and other
existing issues, the administration over local business organizations such as the
National Chamber of Commerce, and the instruction to and supervision over
commercid activitiesin the country.

The Saudi Arabian Genera Investment Authority (SAGIA), reporting to the Supreme
Economic Council (SEC), is responsible for investment administration. The Board of
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Directors established under SAGIA is made up of deputy ministers and private
business representatives. The mandate of the Board includes preparing state policies
designed to promote and enhance local and foreign investment and submitting them to
the Council, proposing implementation plans and criteria b improve the investment
climate in the Kingdom and submitting them to the Council, making decisions on
foreign investment application, monitoring and evaluating the performance of local
and foreign investment and drafting a periodical report in this regard, and proposing
the Negative List excluded from Foreign Investment and submitting it to the Council.

3 Barrierstotrade

3.1 Tariff and tariff administration measures

Saudi Arabia applies a 12% tariff on 492 products,
industries. A number of Saudi infant industries enj

. religious books and tapes; chemicals and
cts;, wireless equipment; horses; products

rabian Standards Organization (SASO), certain imported
of the International Conformity Certification Program
Saudi market. The ICCP accords favorable treatment to
products m in the Gulf Region, is more traderestrictive than necessary,
fees unrelated to cost, and lacks transparency. China has raised
concerns about the ICCP in the context of its consistency with the WTO Agreement
on Technicd Barriersto Trade.

3.4 Sanitary and phytosanitary measures
The Saudi Arabian Ministry of Commerce & Industry announced in September
2005 that it has launched an investigation into the issue of cancer-causing

chemicals found in certain food imported from China, and would conduct a
comprehensive inspection into similar products imported from China in order to
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prevent them enter the Kingdom through different means. This measure was
taken because South Korea and Hong Kong Special Administrative Region of
China announced sequentialy that caner-causing chemical substance had been
found in eel and other freshwater fishes imported from China. China pays close
attention to this issue.

As a result of bird flu outbreaks in certain countries and regions, the Saudi
government announced in October 2005 that it would work out comprehensive
prevention and control measures to prevent an outbreak of bird flu within the
Kingdom. As one of the preventive measures, the Saudi gov ent decided to
impose a ban on the import of poultry and poultry products 16 countries,
including China. China requests that the Saudi government C t tests and
inspections to reevaluate safety conditions of relevant Chj ove the
ban at an earlier date.

3.5 Barrierstotradein services
Saudi Arabia gives preferences to nat ) ' 40% of
government-related cargoes. Under t S@audi nati shipping company

and United Arab Shipping Company r

3.6 Othe barrigs

visas. Certain public affairs offices do not
tce has caused higher costs and lower

visas applicat
China hopes that“on the issue of working visa, the Saudi government would grant fair
treatment to Chinese applicants who are needed by engineering projects and who have
completed proper formdities.
4 Barrierstoinvestment
Foreign companies are allowed to register solely foreign owned subsidiaries in Saudi

Arabia in the name of foreign investment. Chinese companies, however, after having
registered and obtained investment permit, are required to present “ Qualification
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Certificate”, a classification certificate granted by the Ministry of Municipa & Rural
Affairs for submitting tender and contracting projects. Procedures for applying
“Quadlification Certificate” are complicated. Performance of the parental company is
not recognized and reexamination is required for the subsidiary, which means that
even if registered, a Chinese subsidiary is not able to start normal business, or even if
approved after the examination, a Chinese subsidiary is not able to obtain a higher
level of qualification because the performance of the parental company is not taken
into account. This practice has seriously affected the business of Chinese companies.
China expresses concern over the judtification of this measure and requests that the
Saudi government give Chinese companies the same treatment
other countries.

heavy lossesincurred.

Moreover, according to relevant reguliéti i ent, paying up the
registered capital is a necessar ' gny. When the legal

)l the compiany has been registered. The
lack of coordination among t i affected the investment by
Chinese compani egh Saugli hina expresses concerns about the obstacles to
registration Chine untered and hopes this issue could be settled

properly by the

al wages or salaries are not taxable. Saudis or GCC nationals
nd enjoy exemption from income tax, while foreign

that for domestfc companies. China expresses concern that Chinese companies
haven't been granted national treatment in Saudi Arabia, and asks the Saudi
government to narrow the difference in tax rates applicable to Chinese companies and
that to Saudi domestic companies.
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Thailand

1 Bilateral trade reations

According to the China Customs, the bilateral trade volume between China and
Thailand in 2005 reached US$21.81 billion, up by 25.8% year on year, anong which
China s export to Thailand was US$7.82 billion, up by 34.8% year on year, while
China s import from Thailand was US$13.99 hillion, up by 21.2% year on year. China
had a deficit of US$6.17 billion. Major Chinese exports to Thailand included electric
power machinery and parts, computers and parts, iron and steel proglucts, machinery,
equipment and parts, chemical products, cloth, household e
mineral products and metal scrap, integrated circuits, daily nec
main imports from Thailand included computers and parts, pl
rubber, crude oil, chemical products, cassava product | QUi TSiicon and
stedl products, timber and products thereof, LPG, etc.

According to the Ministry of Commerce o hina
(hereinafter referred to as MOFCOM), engineering
contracts by the Chinese companiesin illi 2005, and
the volume of the newly signed c U5 . The volume of

completed labor service cooperation
newly signed labor service co i ontracts was USH3*88#illion. The turnover

ntracts was YS$1.6million. By the end of

companies had amounted to total contractual value of
US$3.51 billion; a6 e completed labor service cooperation contracts
had reached US$ tal contractual amount standing at US$200
million.

Approved by gred withBMOFCOM, China set up 16 nonfinancia
inese-fundes orpri SSSER. Thailand in 2005 with a contractual investment of

According to MQFCOM, Thailand invested in 147 projects in China in 2005 with a
contractual invesifent of US$1.04 billion and the paid-up capital reached US$95.90
million.

2 Introduction to trade and investment regime

2.1 Legidation on trade and investment

The Thai legidation governing trade and investment promotion mainly includes
Controlling Importation and Exportation of Goods Act of B.E. 2522 (1979), Customs
Act (No. 12), BE 2497, Export Standard Act (NO. 2), B.E. 2522 (1979),
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Anti-Dumping and Countervailing Duty Act, B.E. 2542 (1999), Safeguard Measures
Act, B.E. 2542 (1999), Foreign Business Act, B.E. 2542 (1999), Counter Trade Act,
Direct Sales and Direct Marketing Act, B.E. 2543 (2002), Electronic Transactions Act,
B.E. 2545 (2002), Trade Association Act, B.E. 2509, Exchange Control Act, B.E.
2485, and Trade Competition Act, B.E. 2542 (1999), etc.

2.2 Trade adminisration

221 Tariff system

ent on Trade in
Cooperation
products

The average tariff rate of Thailand is 12.7%. Pursuant to the Agr
Goods of the Framework Agreement on Comprehensive Econ
between ASEAN and China, Thailand exercises reduction in tariff

The free import policy is in place i 1 : . AN be imported to
Thailand freely. Any import conduct import
business. Thailand applies J ' import licensing on some
products.

Products subject
national security, W
refrigeratorsgusing

include those related with public health and
motorcycles and spare parts, household
ated medica equipment and gambling

uired for 26 categories of items, including raw materials,
petroleum, in materials, textiles, pharmaceuticals, and agricultural items.
Import of food, ppharmaceuticals, certain minerals, aams and ammunition, and at
objects require specia permits from the competent government authorities.

2.2.3 Export administration

The Thailand economy is export oriented. Most products can be exported freely to
other countries. Export administration mainly includes export registration, export
guotas, license, export duties, export ban or other restrictive measures. Export
products subject to export duties include rice, skins and leathers, teak and other kinds
of wood, rubber, scrap steel or iron, and hiders.
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2.2.4 Foreign exchange control

Inward remittances are free of controls in Thailand, but foreign currency must be
deposited in a foreign currency account or converted at an authorized bank within
seven days of being remitted to Thailand. Foreigners staying in Thailand for less than
three months, embassies, and international organizations are exempt from this
requirement, however. The proceeds of exports with a value of more than Baht 50,000
(US$12,900) must be remitted as soon as received and within 120 days of export, ard
deposited within seven days of receipt.

Commercial banks are authorized to undertake most routine N remittance

transactions without prior gpprova of the Bank of Thailand.

2.3 Investment administration

in 1999, there are three categories
Foreigners are forbidden to do busin
the category involves such Lviti usbandry, forestry,

that are deemed to affect

ecological enviro 7 roduction, sales, and repairing of arms and
components, dom i aviation industry. Foreign investment in this

on the app the i ing ird category contains those activities that
i businesses are not yet ready to compete with
e powder and other plant powder processing,

The maor competent authorities responsible for trade and investment in Thailand
include the Ministry of Commerce, the Investment Promotion Committee of the
Ministry of Industry and the Department of Customs of the Ministry of Finance. The
Ministry of Commerce is responsible for the formulation and implementation of
policies concerning foreign trade administration and export promotion, promoting
trade, solving problems in domestic and foreign trade, and developing information
technology system for trade. The Investment Promotion Committee of the Ministry of
Industry is responsible for reviewing and implementing preferential measures for
investment promotion, encouraging investment to be oriented towards the priority
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regions beneficial for national economy and social development, providing services
for investors by helping them obtain business licenses, seeking partners for investors,
and resolving specific problems for joint ventures after they start to operate. The
Department of Customs of the Ministry of Finance is mainly in charge of collecting
duties, levying value added tax and excise duties in the process of import and export.
It also shoulders the responsibility of supervision and administration of the Customs
over cracking down on smuggling and tax evasion as well as promoting international
trade facilitation.

3 Barrierstotrade

3.1 Tariff and tariff administrative measures
3.1.1 Tariff escalation

Tariff escalation exists in Thailland. Higher tarj

namely longan, coconut
, tea, dried capsicum, corn,

tariff rates are applied to in-quota imports,
ota imports. For example, the import
to a 20% tariff rate, while out-of-quota

Thailand will open the market for agricultural products
a an early date.

Thailand requires all processed foods should be accompanied by a detailed list of
ingredients and a manufacturing process description in applications for food import
registration. The requirement of disclosing the ingredients and the manufacturing
process of food has been viewed as barrier to import by many countries.

Thailand’ s Food and Drug Administration (TFDA) under the Ministry of Health
requires that import licensing administration is applied to imports of food, drugs and
certain medical equipment. Import license for food shall be renewed every three years,
and recertification is required for each renewa, as well as the stamping at the
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Commercia Councilor’ s Office of the Chinese Embassy in Thailand. Additional
charges should be paid when the relevant documents have reached the Bureau. Import
license for drugs shall be renewed every year, and the same fees shall be paid. The
above requirements are burdensome to Chinese exporting enterprises.

Some Chinese enterprises complain that the administration of motorcycle import
license of Thailand is not transparent, which has hindered the export of complete
motorcycles from China.

3.3 Technical barriersto trade

3.3.1 Certification requirement

The Tha government requires the compulsory certifi

sectors, including agriculture, construction materials, co
appliances and accessories, PVC pipe, medic; IRent,
surface coatings, and vehicles.

3.3.2 Technical sandards

announced the standard of
suggested that the stand
requirements and testing
includes the nominal_voltage

refrigerators and
dard specifies the safety
ors. The applicable scope
not exceeding 250 volt and

that of other electfi€al aPRlia exceeding 480 volt. The standard is related to
the genera harm @one to fa s or people nearby brought by the electric
power com Chinese side will pay attention to the

Thailand’ s rug Administration (TFDA) imposes new testing regulationsin
view of food The new regulations taking effect as of 1 April 2005 requires that
many imported $6od products undergo testing and certification for a number of
chemical additives. These new rules are burdensome to importers and lack risk

evauation.

3.4.2 The Resdual Toxic Substancesin Foods

On 1 July 2005, Thailand imposed new rules on the residual toxic substances in foods.
The residual toxic substances mean toxic substances in agriculture including their
derivatives in different forms, i.e. conversion products, metabolites, reaction products,

or any other toxic extraneous matter in such substances which are contaminated in
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foods. Toxic substances in agriculture mean substances purposively applied to prevent,
destroy, lure, repel or control pests and animals or unattended plants and animals
during cultivation, storage, transportation, distribution, or selling as well as applied to
control ectoparasites in animals and to control plant growth, i.e., defoliaged,
defruiting, inhibited young leaves, or substances applied in pre- and post- harvested
plant products to prevent deterioration during storage and transportation; but not
including hose substances applied as fertilizer, nutritious substance for plants and
animds, food additives and veterinary drugs.

As regards residual toxic substances in foods, the following dards must be
complied with: (1) The toxic substances in agriculture which MR
be of those officially registered and the established Maximum Res

toit.

35 Government procur

the Thai government in its government
r example, preferentia treatment is
: e an automatic 15% price advantage over
bid roun@ll evaluations. A procuring government agency
ejecipany or al bids at any time and may also modify

In addition, acg®fding to the Counter Trade Act, a counter-purchase of Thai
commodities valued at not less than 50% of the value of the principal contract is
required of foreign bidders for any government procurement contract exceeding Baht
300 million. As part of a counter-trade deal, the Thai government also may specify
markets into which commodities may not be sold; these are usually markets where the
Thai commodities already enjoy significant access. These regulations increase the
cost of operation for foreign companies that have won in the bidding.

China has expressed deep concern regarding the above- mentioned practices, hoping
that the competent Thai authorities will create afair and level playing field for foreign
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participation in the Thal government procurement.
3.6 Export subsidies

Thailand maintains programs to support trade in certain manufactured products and
processed agricultural products, including various tax benefits, import duty reductions,
credit at belowmarket rates on some government-to-government sales of Thai rice,
and preferential financing for exporters. The Thai government terminated its packing
credit program in compliance with the WTO commitments but received an extension
of its WTO exemption period for Industrial Estate Authority of Jhailand and the
Board of Investment until December 2005. China will k watching the
implementation of the export subsidy measures of Thailand.

3.7 Barriersto tradein services

3.7.1 Banking

poctors are required to form joint ventures with
foreign ownership not exceeding 49%. There are strict
1g, staff brought in by the foreign contractors. Generaly,

or employing one foreign national, and those with a registered
capital of lessWgan, Baht 100 million should employ at least 5 local workers for
employing one #Oreign national. The introduction of general labors is strictly
restricted. Foreign-funded contractors are only alowed to participate in projects of
public infrastructure construction exceeding Baht 500 million, but generaly they are
not alowed to take part in projects financed by the Thai government budget.

The Thai government also has relevant qualification and performance requirements
for contractors bidding for specific engineering projects. Except for international
bidding, Thailand does not recognize engineering performance of foreign contractors
out of Thailand. Therefore, a number of large scale contractors are subject to various
retrictions despite of their outstanding reputation and achievements internationaly.
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3.7.3 Tdecommunications service

The Tha government began to allow foreign participation in the telecommunications
sector through establishing joint ventures in 1989, but at the limited level. According
to regulations, foreign ownership in companies providing basic services should not
exceed 50%, while foreign ownership in companies providing value-added services
should not exceed 40%. In 2004, the Thai National Telecommunications Commission
(NTC) was founded. Empowered by the Constitution, the Commission makes
adjustment to the telecommunications industry independently, but cgntroversial issues
such as licensing, interconnection, competition, tariff
standards- making still remain unresolved. Licenses for new Intern
(ISPs) and many value-added services have yet to be issued. Pur

January 2006 by permitting foreign investment 4
pay atention to the implementation of the commitmyg

irms in excess of

(except managerial personnel of agricultural
dr other construction workers, wood carvers, and

are scarce higan reS8yreces such as those working in the fields of textiles, electronics,
metallurgy, engiyeess for ports  operation, managerial personnel, jewel processing and
tourigt guides for $0pping in Chinese language.

3.7.6 Medical service

Thai government policy is highly restrictive and lack of transparency in the healthcare
services sector such as hospitals, out-patient services, and medica check-up services.

3.8 Other barriers
The Thai government retains authority to set price ceilings for 20 goods and services,
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including medicines, sound recordings, milk, soda, sugar, fuel oil, and chemical
fertilizer. Price control review mechanisms are not transparent. Price control
determinations are sometimes based on outdated assumptions, including exchange
rates, and go for long periods without review, even upon repeated petition for review
by affected parties.

The above regulations which place foreign firms on an unequa footing with the local
firms violate the principle of liberalization of the WTO. The Chinese side has
expressed its concern and hopes Thailand to take measures to improve the Situation.

4 Barriers to investment
4.1 Barriersto investment access

The Thai Foreign Business Act includes three lists of busin

vice sector stipulated in the
Foreign Business Act of 1999. sons start business operation
in the industries yifiere 60 ment needs permission according to Foreign
Business Act, theiini ould be no less than Baht 3 million. No less
then Baht 2 mlli Wed in other indudtries.

ictions on export volume and the proportions of local content
erias in investment measures so as to keep in line with the
stipulations in ing&national trade and investment agreement, but restrictions on local
content still remain in the production of dairy products, and the assembly of auto
engines and motorcycles.
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Turkey
1 Bilateral trade relations

According to customs statistics in China, the volume of bilateral trade between China
and Turkey in 2005 totaled US$ 4.87 hillion, up 42.8% over the preceding year,
among which China s exports to Turkey jumped by 50.7% to arrive at US$ 4.25
billion, while China’ s imports from Turkey reached US$ 0.62 hillion, an increase of
5.1%. China enjoyed a trade surplus of US$ 3.63 billion with Turkey. China mainly
exported to Turkey electro-mechanic products, audio-video instrygnents, machinery,
motor vehicles and their spare parts, plastics and plastic product minera fuels.
China s main imports from Turkey included, among others, mineral cts, iron and
steel, inorganic chemical products, certain machinery, i ts, and
chemica short-staple fibers.

According to the figures released by China s M ,in
2005, the turnover of the completed engineer of the
newly signed engineering contracts by Chaoese d at US$
71.70 million and US$ 55.21 million e completed

Upon the approval or on M, one @hinese-funded non-financial
enterprise was set up in Turk ual investment of US$ 0.35
million.

According gyMO key invested in 31 projects in China in
2005, with f UZS 34.84 million and an actual utilization of
US$22.16 mi

2.1.1 Legidatioh on trade administration

The Foreign Trade Regulations Law is the maor legidation in Turkey in the
administration of trade. Other laws pertaining to trade administration include the
Customs Law, the Law on the Prevention of Unfair Competition by Imports, the Free
Zones Law, and the Law on Measures to be Taken by the Government Relating to
Taxes for the Purpose of Promoting Exports.

2.1.2 Legidation on investment administration
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The major legidation in Turkey governing foreign investment is the Foreign Direct
Investment Law. Other legidlation regulating foreign investment includes the Decree
on Foreign Investment Framework and the Circular of the Decree on Foreign
Investment Framework.

2.2 Trade administration

221 Tariff system

As aresult of the customs union with the European Union in 199 key applies the
EU common external tariff (CET) to al industria products an
components of processed agriculturd products from third cougikies.

Turkey enacted a new Decree on 25 August

System of Preferences (GSP) all industrial prod Ime
and offering the same preferential terms as the ates applied to
the industrial components of processed the EU’ s
common external tariff rates. In additigh, i petitive capacity

of the domestic producers, Turkey ignifi spended customs
duties applied to imports of cegai

at 1%, 8%
are charged

> non-agricultural and luxury items are charged
e customs duty of the imports.

The format of the Turkish customs declaration has been aligned on the single
administrative document (SAD) used in the EU for customs procedures. All imported
goods must be presented to customs through the SAD accompanied by pertinent
documents. Form EURL is required for imports from non-EU countries with which
Turkey has free trade agreements.

Certain goods can be imported only through specialized customs offices. For example,
customs formalities for motor vehicles, tractors, and their spare parts and accessories
are carried out by Yesilkoy and Gebze Specialized Customs Directorates; textile
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fabrics by Bursa and Halkali Specialized Customs Directorates; some petroleum
products, by Gebze Specialized Customs Directorate; and plants and plant products,
by Mersin Specidized Customs Directorate

2.2.2.2 Rules of origin

Turkey applies two different sets of rules of origin: non-preferential and preferential.
The non-preferential rules of origin, set out in Articles 17 and 21 of the Customs Law,
assign origin to the country where the good underwent its “last substantial
transformation and an important stage of manufacture”. Preferentig@ rules of origin,
specifying the standards for processing and added value of th ant products,
apply to imports from countries with which Turkey has signed bilat multilateral
trade preference arrangements.

2.2.2.3 Import restrictions and licenses

products that bear the brand of a m
product, or a commercial title again

property.

According to the Comm s ' reign Trade, Turkey places
i ricultural products such as

Decree Concerning the Execution of Import
Regulation Concerning the Implementation of Import
e base for supervising imports. When the import of a
threat of injury to domestic producers of the same or
competing p when the import of the product in question is deemed in the
national inter Drectorate General of Imports of the Undersecretariat of the
Prime Ministry for Foreign Trade can impose surveillance over the product upon
application or by its own judgment. The imported product under surveillance must be
accompanied with an import licerse for the said product issued by the Directorate
General of Imports of the Undersecretariat of the Prime Ministry for Foreign Trade in
addition to other documents as required by the customs laws and regulations.

Pursuant to Article 20 in the Decree Concerning the Surveillance and Safeguard

Measures Against Imported Products of Chinese Origin issued in April 2004,
guantitative restrictions upon certain footwear and ceramics of Chinese origin have
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been lifted on 1 January 2005.
2.2.3 Export administration

Exporters in Turkey are required to register with the Exporters Union and their local
Chamber of Commerce.

Turkey prohibits the export of the following products: cultural-historical works and
natural fauna, India hemp, tobacco seedling and tobacco plants, Angora goats, al the
wild animals and hunting animals, except the ones mentioned in thggtist of the Goods
Permitted for Exportation, tree species of walnut, mulberry, cher
elm and linden, exports under the protocols and changes of the Vi nvention on
the Conservation of the Ozone Layer, natura bulbs of f ibited to

The export of the following products should b of
loans to the Support and Price Stabilization Fund after
being imported from Russia under the bi countries,

products under international embar ucts such &
centrifuges under the Wassenaar Agr ! issile Technology
Controlling Regime (MTCR), Pk or barreled olive
oil, unprocessed olive oail i i e root, raw Yneerschaum, live sheep and
cattle.

2.3 Investment

Eligible investment projects under the General Investment Encouragement Program
(GIEP) can benefit from the following measures: imports of machinery and
equipment to be used for the investment project shall be subject to customs duty
exemption, if such imports have been approved by the Undersecretariat of Treasury;
imports and domestic purchases of machinery and equipment within the scope of
approved machinery and equipment lists attached to the investment encouragement
certificate are exempted from the value added tax; investment credits and operating
credits, which differ from industry to industry and from region to region, can be
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allocated in order to guide and encourage the investments aiming at regional
development, research and development (R&D) investments, environmental
protection investments, investments in priority technology areas, investments to be
moved to priority development regions from developed regions, and manufacturing,
agro-industry and mining investments in the priority development regions in
compliance with the legidation on State Encouragements to Investments.

23.1.2 Aids granted to Small and Medium Sized Enterprises (SMES)
investments

(TL) and operating in the manufacturing, agro-industry, t i d hedlth,
mining, and software industries. Companies employing hed as
micro size, 10 to 49 workers defined as small size

and domestically purchased machinery
budget.

2.3.2 Restricted investment

Turkey currently restrict 1 tors as Pproadcasting, television, civil
i ati ery processing, electricity

S Progr XS Report on investment and policy recommendations.

irregular bas

24 Competent authorities

The Undersecretariat of the Prime Ministry for Foreign Trade (UFT) is the leading
government body in the administration of foreign trade in Turkey. The UFT
formulates, administers and coordinates Turkey’ s foreign trade policies, consults with
other relevant ministries and institutions in matters concerning foreign trade policy

formulation and its implementation, and submits to the legislature proposals for
deliberation.
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The General Directorate of the Customs is mainly responsible for formulating
customs policies, taking part in setting tariff rates, levying customs duties and other
taxes, fees and charges, controlling and inspecting cargo and vehicles, compiling
customs statitics, and cracking down on smuggling.

The Ministry of Industry and Trade (MIT) is chiefly responsible for the formulation
and enforcement of trade-related laws in areas such as technical barriers to trade,
protection of intellectual, industrial and commercial property rights, competition, and
consumer rights.

public investment programs, preparing the rational fi
implementing incentive schemes and support mechaniga

is authorized to guide and ass ] i investment
opportunities in Turkey, receive and i ent applications and grant
investment incentives, register U now-how and niaNagesient agreements, and
represent the government t a investm@nt promotion and protection
agreements with foreign co

3 Barrierstotrag

yff rate on imports currently stands at 10% in Turkey.
much higher tariff rates on certain imports, thus forming
iff-peak products include agricultural products (25%), meat
products (227. dairy products (170%), fruits (61% — 149%), processed fruit
juices and vegetébles (41% — 138%). Turkey tends to raise tariff rates drastically on
imports of agricultural products on the occasion of domestic harvest or a large stock
of agricultura products.

a tariff peak \[hese

3.1.2 Tariff escalation

Turkey adopts tariff escalation to protect specific domestic industries. The average
tariff rate for semi-finished goods is 6.4%, while the average tariff rate for fully
processed products has risen to 13.6%. Tariff escalation is most obvious in the case of
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bulk commodities such as wood products, paper and paper products, petroleum, coal,
rubber and plagtics.

3.2 Barriersto customs procedures

According to Turkey’ s customs regulations, goods imported into Turkey shal not,
without the agreement of the importer, be sold to any third parties or sent back to the
exporter, and if the importer fails to take delivery of the goods within 45 days after the
arrival, the customs shall be entitled to sell the goods by auction and the original

importer shall have priority in purchasing them. Some importersgh Turkey do not
pick up the imports under various pretexts for the purpose of ing them at a
considerably lower price as the legitimate preferentia purchaser
put the imported goods on auction. Such a regulation h
trade disputes, incurring heavy losses to Chinese expo

has taken up the matter with Turkey’ s customs aythggiti

the title of
the imports, run
¢ inese exportersin
ment should eliminate such

regulations totally disregard whether
ownership, unilaterally accord the i
counter to normal international

In 2005, Turkey gfa
restriction by md§ [ h|ance. According to the pertinent Turkish
regulations, eCi [ rveillance over a particular imported
product is
Prime Mini Trade, it the decision is rather arbitrary because of the

implements its surveillance over imports by setting
. For example, quantitative import restrictions were placed on
such products d speakers, juicers, toys and combs in 2004. The Chinese side
believes that th€ import survelllance measures have constituted a restriction on
relevant Chinese exports and hopes that the Turkish authorities will take measures to
make their import surveillance process transparent and fair.

guantitative

3.3 Technical barriersto trade

In 2004, Turkey made CE marking obligatory for imported toys, medical devices,
active implantable medical devices, machinery, lowvoltage equipment, and a variety
of other products. However, the documents and inspections required under the CE
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marking system introduced by Turkey differed from those stipulated by the EU, and
utter chaos that accompanied the start of this system brought customs clearance to a
complete halt. Turkey abolished in 2005 the CE marking requirement for the imports
of toy products, but stipulated that certain toys should meet the Law Concerning the
Formulation and Implementation of Technical Standards of Imports as issued in the
Government Notice dated 11 July 2001 (No. 24459) and the Legislative Regulation on
Imported Toys as issued in the Government Notice dated 17 May 2002 (No. 24758)
by the Undersecretariat of the Prime Ministry for Foreign Trade. As China is the
major exporter of the aforesaid products to Turkey, the frequent changes in Turkey’ s
technical regulations have created business uncertainty and expogrisks to Chinese
exporters, over which the Chinese Side expresses its grave concern.

3.4 Sanitary and phytosanitary measures

on items of imported foods, medicin
any scientific bass

35 Trade remedies

against China , i BNt ing investigations, 11 safeguard measure
investigatio ' C e investigations, which makes Turkey

initiated 4 anti-dumping investigations against China, involving
pentaerythritol, air-conditioner, motor, and composite wood flooring. In the same year,
Turkey issued its final determinations on 6 anti-dumping investigations against
Chinese exports of impregnated textile products, zip fasteners, skid chains, tires, color
television sets, and pentaerythritol, and imposed anti-dumping duties on the above
mentioned Chinese exports to Turkey. For example, according to its find
determination, an anti-dumping duty of 50% was levied on color television sets, and
an anti-dumping duty of 60% and 87% was respectively levied on different categories
of tiresinvolved.
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Turkey has pledged in bilateral talks to accord Chinese enterprises the market
economy status on a case-by-case basis. However, the Turkish authorities have, up to
the present, granted no Chinese enterprises responding to anti-dumping charges the
market economy status, including private enterprises run according to the market
mechanism and multinational corporations such as TCL, athough the Chinese
government has taken up the matter with Turkey for many times. In addition, Turkey
has never given separate tariff rates to Chinese enterprises that have responded to
anti-dumping investigations.

China hopes that Turkey will grant as soon as possible the mark nomy status to
Chinese industries and enterprises involved in anti- dumpl ng c d is very
dissatisfied with Turkey’ s persistent refusal to bind the dustry or
enterprise involved in the case to a separate tariff rate i iSi ping
investigation.

3.5.2 Safeguard measures

Turkey promulgated in 2004 the amgfided res Against
Imports and the Implementation Reg 5 Against Imports
which serve asits legidative b &t S gS. The above decree

investigation application,
placing the application [ ' [ finding visits, confidential
information and so on, but t Jl i ' ith WTO' s Agreement on

(1) Expand > ‘ ies in provisiona safeguard measures.
DN &afeguard measures provide that provisional

ard Measures, the increase in tariff rates is the onIy
measure,

(2) Lack of specification of key concepts and investigation procedures when
launching safeguard measures. Articles 8, 9 and 12 in WTO' s Agreement on
Safeguard Measures provide specific stipulations on the level of concession and
other obligations, developing country members, notification and consultation, and
so forth, but Turkey’ s decree and regulation on safeguard measures do not
provide corresponding stipulations on these important matters.

China hopes that Ankara will fully comply with the relevant stipulations of the
relevant WTO agreements to increase transparency of its related laws and regulations,
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and is greatly concerned with potential problems thet may arise in the implementation
process of its safeguard measures owing to the inadequacies of its pertinent laws and
regulations.

3.5.3 Product-specific transitional safeguard measures

In May 2002, Turkey’s President signed and promulgated the Decree on
Implementing Surveillance and Safeguard Measures Against Imports from the
People’ s Republic of China, which specifically targets products imported from China.
Based on Article 16 in the Protocol on China s Accession to e WTO, Turkey

Without briefing the Chinese side and seeking
August 2005 to start special safeguard i i

satisfactory settlement c consultglions between the two sides
within 60 days, Turkey would f

and hopes that Turkey will excise restraint
SO as not to create obstacles to the

textile products hinese origin were placed under import quota restrictions. In
December 2005;” Turkey circulated a notice, launching again specia safeguard
measures on textile products. A total of 44 categories of textile products imported
from China are to be placed under quota restrictions in 2006, adding 2 new categories
to the previous 42 categories. According to Paragraph 242 as contained in the Report
of the Working Party on the Accession of China, any WTO members should first
demonstrate the presence of “market disruption” before they can adopt transitional
textile safeguard measures against Chinese exports. However, Turkey’ s announcement
of the imposition of special safeguard measures did not provide any such relevant
supporting information. China demands that Turkey fully comply with Paragraph 242
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in the Report of the Working Party on the Accession of China as well as relevant
WTO rules and take an extremely prudent attitude when considering the initiation of
safeguards against Chinese products. At the same time, Turkey authorized the
Secretariat of the Istanbul Union of Exporters in Textiles and Garments to administer
the allocation and management of quotas. As the Istanbul Union could be the
applicant to the Turkish government for safeguard measures against Chinese textile
products, China is extremely concerned with the fairness of the Istanbul Union in its
adminigration of quotas.

3.6 Barrierstotradein services

Turkey abolished in 2003 legal restrictions on the entry of foreigner
services, but restrictions on foreigners practicing medicj
remain.

rof essional

a work permit. In recent years, it h
business people to be granted a wor
to Chinese enterprisesin Turkey.
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New Zealand

1 Bilateral trade relations

According to China s Customs, the bilateral trade volume between China and New
Zealand in 2005 reached US$2.68 billion, up by 7.6%, among which China s export to
New Zealand was US$1.35 hillion, up by 25.6%, while China s import from New
Zealand was US$1.33 hillion, down by 6.1%. China had a surplus of US$20 million.
China mainly exported knitted a crocheted garments and accessories, nortknitted or
norncrocheted garments and accessories, electromechanical productsgel ectric products,
furniture, bedclothing, lightings, and mobile communication b ations. Major
imported products to China from New Zealand included milk, hon and edible
offal, animal hair and skin such as wool and sheep skin, ' f wood,
wood pulp, paper and paper board, etc.

According to the Ministry of Commerce (hereinafig
turnover of engineering contracts completed by t \
reached US$ 2.06 million in 2005, and the volurfig . i S was

US$3.52 million.
Approved by or registered wi
enterprises were set up in N
US$5.95 million by Chin
Chinese-funded enterprises in
of US$58.37 million.

2.1.1 Legidation®on trade administration

Major trade-related laws in New Zealand consist of Commerce Act, Customs and
Excise Act, Tariff Act, Imports and Exports (Restrictions) Act, Goods and Services Tax
Act, and Standards Act. These laws prescribe in detail the Customs regulations, the levy
of tariff, Customs valuation, refund of Customs duties, rules of origin for preferential
tariff, import and export restrictions and licensing, and standards on calculation.

Legidation affecting trade remedies consists of Dumping and Countervailing Duties
Act 1988, Temporary Safeguard Authorities Act.
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Major legidation affecting inspection and quarantine includes Biosecurity Act,
Agricultural Compounds and Veterinary Medicines Act, Animal Products Act, Food
Act, and Wine Act. Besides, Trade in Endangered Species Act and Plant Variety Rights
Act provide for the import and export administration over certain species.

Apart from the above mentioned |legislation, there are other laws affecting trade, such as
Patents Act, Trade Marks Act, Designs Act, Geographical Indications Act, Copyright
Act, and Fair Trading act.

2.1.2 Legidation on investment administration

Major legislation related to investment consists of Overseas | ment Act and
Overseas Investment Regulations, which were amended in 2005. Th
general rules governing overseas investment. Detailed
investment in specific areas are to be found in Reserv
Fisheries Act, Fisheries (Quota Operations Validatj ct,
Competence Assurance Act.

2.2 Trade administration

2.2.1 Tariff system
2211 Import Tariff

. The current tariff system is
deals with standard tariff under which there are
ariff. as normal tariff s concerned, most of the
products subj i d enjoy Zero Tariff Rate. For those
which do notgehy arifi#rates are classified into three levels. Low
ntermediate tariff rates, those between 10% and
17% and 19%. Preferential tariff refers to a

In New Zedand, the Harmoniz

groups Wiy ultilateral or bilateral, or regional trade agreements, or
from the | tries. As Chinais classified as the less developed country,

the New Zeaand®Economic Development Department for a tariff concession on
commodities that were not produced in New Zealand. The department publicizes in a
timely manner the result of the application.

According to the Post-2005 Tariff Review released by the New Zealand Government in
2003, New Zealand decided to freeze the unilateral tariff reduction process which was
to make across-the-board reductions of tariffs starting from 2006. Current tariff levels
will remain until 1 July 2006 when gradua across-the-board reductions will begin.
According to the plan, low and intermediate tariff rates, those between 5% and 7% and
between 10% and 12.5% respectively, will be gradually reduced to 5 per cent in 2008.

254



Foreign Market Access Report 2006

High tariff rates, those between 17 and 19 per cent, will be gradualy reduced to 10
percent by July 2009. And there will an across-the-board removal of tariffs by 2010.
The plan aso includes the immediate removal of alternative specific tariffs on 1 July
2005 and the decision that all clothing imports will consequently pay duty by way of
the gpplicable ad vaorem tariff only.

2.2.1.2 Import linkage tax
Apart from import duties, the New Zealand Government also imposes on imported

goods a 12.5% of GST, to which domestic gods of the same kingrare subject. The
importer may ask for arefund of the GST if the imported goods are to rted.

2.2.2 Import and export administration

2221 Import

other countries. Pursuant to the provisi
Goods and Services Tax Act, Chemi
Environments Act, the importati f in goods such a8
tobacco and weapons is prohibi

animals and plants,

2222 Export

rictions and prohibitions on the exportation
of many goo $ Imports and Exports Restrictions Act
and Trade i i . instance, to provide quality guarantee,

itf supervising agency before the exportation of
animal and plant species, specific standards

The New Zealand Government welcomes and encourages foreign investment. There is
no control on foreign exchange nor the inflow and outflow of capital. Specific data are
kept by the Statistics New Zealand at regular intervals for the purpose of publication
and research.

Foreign investors are alowed to acquire interests in sectors other than nuclear and
genetic engineering technologies. The New Zealand Government provides investment
incentives such as preferential tax treatment to foreign investors investing in sectors
including information and communication technologies, biotechnologies, film industry,
special manufacturing, wood processing, food and beverages, etc.
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Companies Act provides for detailed procedure governing the establishment of
foreign-funded businesses. While there are no restrictions regarding the scope of
business or registered capital, approval will have to be obtained from the New Zealand
Overseas Investment Office if the foreign investor wishes to acquire an interest of 25%
or more of an existing business of New Zealand, or the investment volume exceeds
NZ$50 million, or the investment involves land or fishing quota, etc. Foreign
investment involving land, fishery, spectacles making, banking, and some monopolized
sectors elther requires areview by competent authorities or is subject to redtrictions.

2.4 Competent authorities

Competent authorities mainly include the New Zealand Ministry of
Trade, New Zealand Trade and Enterprise, the Ministry o

related matters, imposes I'eStI‘ICtIOI’lS on ~ ingo national policies,
and makes sure that traveling ' [ ' in a norma way.

Besides, the Customsisalsor | ollecting tariffs, goods and services tax as
well asimport and export dat

, provides over 3000 kinds of certification
siness administration, etc. Certain types of

ood Safety Authority was co-established by the Food
Authority undé nistry of Agriculture and Forestry and the agency under the
Ministry of Heal{Rgigt charge of food administration. The Bureau is responsible for
examining the importation and exportation of food and food-related products.

In 2005, the former Overseas Investment Committee was renamed as Overseas
Investment Office, which was put under the Ministry of Land and Information, mainly
in charge of reviewing proposals of foreign individuals for investing in key projects in
New Zedand.

The Reserve Bank of New Zealand functions as a central bank as well as an agency in
charge of examining, filing, and handling proposals for the establishment of foreign
banksin New Zealand.
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3 Barriersto trade
3.1 Tariff and tariff administrative measures
311 Tariff Peak

The overal tariff level in New Zealand is fairly low, with an average tariff rate around
2.6%. While Zero Tariff Rate is applied to about 95% of the imports, tariff peaks still
exist in areas such as textiles, garments and accessories (made of leather, plastics, and
man-made fiber), footwear and headwear, bedclothing, dl
automotive vehicles, which are subject to high tariff rates betw 2% and 19%.
Footwear and articles of plastics (for garments and accessories) j
highest tariff rate of 19%. As China mainly exports textil essories

Zedand.

3.1.2 Tariff Escalation

such areas as textiles and clothing fn export advantage.

the Zero Taiff Rate, the &80 [ st of th@ fully processed textiles is
Bh.2. I iff rates between 17.5% and
arpet, bedclothing, and footwear and headwear.

obstacle to related ekportsto New Zedand.
Besides, notifications of changes made to these technical standards either lacked
adequate information or didn’ t to come out in atimely manner. The WTO has only been
notified of only a small nhumber of new technical standards and regulations, which could
hardly keep other countries informed. Furthermore, a review period of 45 to 60 days
provided by the New Zealand Government is not enough for making a reasonable
comment on a newly proposed standard.

3.2.2 Product safety standard regarding children’ s toys
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In September 2005, the New Zealand Government put in place a new product safety
standard regarding toys suitable for children under the age of three. The Standard
stipulates that these toys can only be sold after passing the potentia injury risk
identification test and getting the relevant certification. The Standard came into force in
September 2005 and would officialy replace the 1992 regulation in September 2006.
Compared with the old regulation, the new standard doesn’ t contain a prescriptive list
of different types of toys. Instead, all toys are subject to the standard. Such practice has
not only expanded the number of toys subject to examination as well as the
responsibility of toy producers, distributors, and importers. Besides gtvhether the toy is
suitable for children under 36 month age group is not at the discret
Even though the producer deems the toy unsuitable for children un
group and claims so clearly on the tag of the toy, the pro
potential responsibility. This has brought potential risks fo
and importers, caused an unjustifiable expansion g i

children’ s toys is one of the major ex
expresses concern over the matter.

Based on the U.S. £
standard in 1998.

lighters, New Zealand made its own safety
al lighters valued under NZ$3.5 by the

nable amendments to the standard so as to comply with the
o Trade.

In 2003 New Zealand announced the import phytosanitary standards on wood
packaging, which were composed of the International Standard on Packaging Materials
(ISPM15) and domestic quarantine requirements. Wood packaging from countries
where ISPM 15 hasn’ t been adopted is required to comply with the domestic standards
of New Zealand by going through such processes as fumigation and chemical pressure
impregnation (CP!) and obtaining the relevant certificates.
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3.3.2 Pesticide Residue

In 2005, the New Zealand Government promulgated on a number of new standards on
the maximum residue limits of agricultural compounds, affecting many categories of
goods including food and fruits. The new standards provide for the maximum residue
limits of 9 additiona agricultural compounds. For instance, the maximum permitted
residue level of Azoxystrobin in Sweetcorn is 10i g/kg, while it is 151 g/kg according to
CAC standards. Besides, another 30 kinds of agricultural compounds have been added
to the list in the domestic standards on maximum residue limits. These provisions have
raised the limits of residue, posing an obstacle to China s agricult export b New
Zedand.

3.3.3 Fumigation on garlic

effective way of preventing the spread
the New Zealand side not only creat

increases the cost of the treat takes place in an

environment where temperat rees Celsius, as it takes 3.8
degrees to have MB gasifieé hg to the gew standard, garlic must go
through a 3- hour MB treatment degrees Celsius. Therefore,
the standard has a g adve t on China s exportation of garlic, especialy

garlic from Northe

ure in winter is below 10 degree Celsius.
According to ghe i

garlic can not go through the MB

d fees on imported goods

According to the Engineering Research Levy Act 1978, the Customs New
Zedland imposes & fixed tax on heavy engineering machines and adopted a new rate
effective as of 1 July 2005. However, no such tax is imposed on local products of the
same kind. As machinery is one of the major exports from China to New Zealand, the
tax, of the discriminatory nature, has weakened the competitiveness of Chinese
products in the market of New Zealand. Therefore, the Chinese Government expresses
close concern over the matter.

3.5 Barrier to Trade in Services
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35.1 Tdecommunications

According to relevant laws and regulations, aggregate foreign investment in a New
Zealand business in the telecommunications sector is limited to 49.5% of the totd
shares of the said business.

3.5.2 Aviation

Foreign ownership of aNew Zedand airlineis limited to 49%.

3.6 Other Barriers

period of time, and at the same time cr
who want to work in New Zedand

Foreign investment 8
New Zealand Gové . eign investment. However, there are some
policy or de ricti ' mert in certain areas according to the

stringent restriQions areimposed on foreign interests to acquire land or relevant assets
that are deemed ptive, such as farms, beaches, sea beds, river beds, lake beds, and
relevant warrants)? According to the above laws and regulations, the Overseas
Investment Office shall enhance supervision on the approval of foreign access to the
sensitive areas. The more land the foreign investor wishes to acquire in New Zealand,
the more difficult to get the proposal approved. Prior to the acquisition, the foreign
investor is required to submit detailed land administration plan to the Government
which enjoys priority in purchasing beaches, sea beds, river beds, and lake beds, and
has the right to deny foreign access to the above land. After the acquisition of the land,
the investor is subject to further supervision and required to report at regular intervals
how the agreement isimplemented.
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4.2 Restrictions by sector

In New Zeadland, it is difficult for foreign investors to gain access to such monopolized
sectors as fishery, spectacles making, energy development and supply, and printing.
Take fishery for example, aforeign person is not allowed to have interests of more than
24.9% in a commercial fishing company. Besides, any foreign investor is required to
apply to the competent authority to obtain the fishing quota. This has limited foreign
access to these sectors.

Although the New Zealand Government removed part of agencies gonopolizing these
sectors at the end of 2001, such as the Apples and Pears Authority, management
is conducted by State-owned Enterprises over the distribution o hcultural and

the decisionmaking power. Though there are
investment in these sectors, foreign investors
monopolized market.

4.3 Resource management

The Resource Management A created a three regulatory system
involving national, regional ires businesses to acquire a
resource content, or permit iness actiity, including gas and water
discharge, and waste di i i Stent system in which each of
interprets the law in its own way. Issues
e complicated by the system and a process
can take as mygh as@o years. The reated an unnecessary burden to related
enterprises by i ngitke operating 8@t of Wiese enterprises.
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India
1 Bilateral trade reations

India is the largest trading partner of China in South Asia. According to the China
Customs, the bilateral trade volume between China and India in 2005 reached
US$18.69 billion, up by 37.4%, among which China s export to India was US$8.93
billion, up by 50.5%, while China’ s import from India was US$9.76 billion, up by
27.2%. China had a deficit of US$830 million. China mainly exported to India electric
motors, organic chemicals, mineral fuel and products, mulberry yaw silk, specia
woven fabric, etc. The maor imported products of China from @lidia included ore,
ged, iron, organic chemicas, plastics and plagtic products, jewdlery,

According to the Ministry of Commerce (hereinafter r
turnover of completed engineering contracts by the Chi
reached US$ 400 million in 2005, and the volu
USS$ 1.72 billion. The volume of completed |a
US$1.58 million, and that of the newly sigped |
US$4.75 million. The turnover of
US$10.32 million, and the volume
million.

According to MOFCOM,
Indiain 2005, with a con i ount of WS$23.12 million. By the end
of 2005, there were accumul [ i
up in India with investment of US$45.95 million by Chinese
investors.

According ested in 58 projects in China in 2005, up
by 56.8%, w a volum@of US$120 million, up by 96.5% and an actual
utilization of U

211 idati®h on trade administration

Laws governing Customs and customs administration mainly include Customs Act,
1962 and Customs Tariff Act, 1975. The Customs Act, 1962 is one of the magjor acts
of India governing its import and export tariff and regulating its customs valuation
standards. The Customs Tariff Act, 1975 stipulates in detail customs classification and
specific tariff collection measures, including the classification and applicable tariff
rates for imports and exports.

The basic trade law of India is Foreign Trade (Development and Regulation) Act,
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1992. Relevant laws include the Foreign Trade (Regulation) Rules, 1993.

The Customs Tariff Act, 1975 has been amended to include various provisions on
safeguard measures. The Customs Tariff (Identification and Assessment of Safeguard
Duty) Rules, 1997 and Customs Tariff (Transitiona Products Specific Safeguard Duty)
Rules, 2002 govern the procedural aspects of safeguards. Section 9, 9A and 9B of the
Customs Tariff Act, 1975 as well as the Customs Tariff (Identification, Assessment

and Collection of Anti-Dumping Duty on Dumped Articles and for Determination of

Injury) Rules, 1995 constitute the legal basis for anti-dumping investigations and the
imposition of anti-dumping duties.

2.1.2 Legidation on investment administration

Directive Iaws on foreign inveﬂment in India include t

ce of India adjusts the tariff rates every
2005-06, the import duties on a series of
er and nylon chips, textile fibres, yarns and
s reduced from 20% to 15 %. Duty on primary

e to a reduced customs duty rate of 10%; duty on lead is
reduced frol %. Duty on nine specified machinery used in pharmaceutical
and biotech Is reduced to 5%. Duty on seven specified machinery used in
leather and foo industry is reduced from 20% to 5%; Duty on textile machinery
and materials and parts of textile machinery is reduced from 20% to 10%. Duty on
printing equipment components is reduced from 20% to 10%. From January 1%, 2005,
India started to offer zero tariff to 115 products including computer,
telecommunication equipment, semiconductors, and scientific insruments.

According to Customs Tariff Act, 1975, India s tariff mainly consists of the following
categories.

(1) Bascduty
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This is the basic duty levied under the Customs Act. On general occasiors, ordinary
import duty is imposed on imports, but lower rates are offered to countries and
regions with which India has signed trade agreements. At present, the average tariff
rateis around 30%.

(2) Additiond Duty
Any article which is imported into India shal, in addition, be liable to a duty
(hereafter in this section referred to as the additional duty) equal to the excise duty for
the time being leviable on a like article if produced or manufactured in India (means
the excise duty for the time being in force which would be leviable gn a like article if
produced or manufactured in India, or, if a like article is S0 produced or
manufactured, which would be leviable on the class or description |

(3) Export Duty
At present very few articles such as skins

222  Import Adminigration

ports into the Country without any
an open genera license to import these

Special licenses need to be obtained from the Directorate General of Foreign Trade of
India to import restricted items. The list covers some consumer goods, precious stones,
animal and plants, seeds, some pesticide, medicine and chemicals, electronic products,
safety-related products, and products reserved for the production of small enterprises.

(4) Candized items

Some canalized items can be imported only by specified public-sector agencies. These
include petroleum products (to be imported only by the Indian Oil Corporation);
nitrogenous phosphates, potassic and complex chemical fertilizers (by the Mineras
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and Metas Trading Corporation); vitamin- A drugs (by the State Trading
Corporation); oils and seeds (by the State Trading Corporation and Hindustan
Vegetable Qils); and cereals (by the Food Corporation of India). However, import
restrictions on these items may be phased out gradudly.

In addition to the aforesaid restrictions, primary animal and plant products, food, tea
waste, meat, poultry, and used cars to be imported into India are aso subject to

relevant laws and regulations of India

2.2.3 Export administration

service tax for export-oriented com
importers and exporters whose business

ic enterprises, the centra

policy of Indiais showing signs of loosened control. In 2005,
India expand roportion of foreign investment allowed in private banking and
telecommunicatiaf sectors. In February 2005, India raised the maximum limit of
foreign ownership in private banks from 49% to 74%. In August 2005, The India
cabinet abolished the restrictions that foreign investors are only allowed 10% votes in
private banks. In February 2005, India raised the investment ceiling of FDI alowed in
basic telecommunications services from 49% to 74%, but such investment is subject
to Government approval.

At present, there exist two kinds of approval procedures for FDI. One is automatic
approval procedure and the other is government approval procedure. Foreign
investors are alowed to invest in al sectors (including the service sector) freely
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provided that the investment proportion is in compliance with that allowed in the
foreign investment policy applicable to that particular industry. The government of
India authorizes the Reserve Bank of India (RBI) to handle approval and examination
in accordance with the automatic procedures. With regard to other foreign
investments, approval must be obtained with the relevant government authorities,
namely, to be approved by the Indian government with the recommendation of
Foreign Investment Promotion Board (FIPB) of India.

231 Foregndirect investment under automatic route

FDI up to 100 % is allowed under the automatic route
(Nonresidents in India) investors without prior approval in most sectors. FDI

by the Government or RBI, but the investors are requir
concerned of RBI within 30 days of receipt of inward remittan

In the event of any change in the industrial po| B imi foreign

investment, the Department of Industrial Rolic Toly, - ° retariat for
Industrial Assistance (SIA) under it gn | \ uncements

ve, all the other FDI requires

o Activiti
small ent

icense (including sectors retained for
pulsory license, and sectors subject to

ition of shares in an existing Indian company in the Financia
services sector here Foreign Exchange Management Rules, 1997 is attracted,

and

» All proposas falling outside notified industrial policy or under sectors in which
FDI is not permitted.

FDI applications with NRI (Non-residents in India) Investments and 100%
export-oriented unit (EOU) should be submitted to the Public Relation & Complaint
Section (PR&C) of Secretariat of Industrial Assistance (SIA), and the other FDI
applications should be made in FC-IL forms and submitted to the Department of
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Economic Affairs under the Ministry of Finance.

The Government usually makes decisons on whether to approve investment
gpplications within 30 days.

2.3.3 Sectorsforbidding FDI

The extant foreign investment policy does not permit FDI in the following cases.
gambling and betting, lottery business, business of chit fund, housing and real estate
business (except for the development of townships, housing, builtup infrastructure
and buildings notified in Investment Press Note 2 (2005 €@es)), trading in
transferable development rights (TDRS), retail trading; atomic en ricultural or
plantation activities (excluding floriculture, horticulture, develo of seeds,
anima husbandry, pisiculture and cultivation of veg
controlled conditions and services related to agriculture
Plantations(other than tea plantations).

24  Competent authorities

is India strade ation authorities. It
consists of the Department d the Depalgment of Industrial Policy &
Promotion. The Departm h charge of trade affairs and consists of
Directorate General of For i e Genera of Supplies &

s under the Ministry of Finance is
tariff duties, nonitoring the customs and

le for formulating, implementing and monitoring
and monitoring the operation of banks and the financial

The Foreign Diréct Investment Promotion Board of Indiais the authority responsible
for examining and approving FDI that falls beyond the aitomatic approval route.
India Foreign Investment Implementation Authority (FIIA) has been established to
facilitate quick implementation of FDI approvals and assist foreign investors in

getting necessary gpprovals.

The Indian Investment Centre is the officia investment management organization of
India. It is the first contact point and is the single window agency for authentic
infformation or any assistance that may be required for investments, technical
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collaborations and joint ventures. Its services are free of charge.

3 Barrierstotrade

3.1 Tariff and tariff administrative measures

311 Tariff peak

Although the tariff of India has been reduced severa times in recent years, it is still at
a fairly high level. Since March 1%, 2005, the import tariff p rate for non
agricultural products has been reduced to 15% except for afew pr@@icts under special

regulations. On February 15, 2005, the import tariff rate for palm ies products
was increased and the assessable value was reduced at the same ti i

In 2005, India continued to impose
agricultural products. For instance, a
wheat and mixed wheat, sunflower
70% on pepper, dried chili ili ; 8i80Ices. Besides, India
imposes generally high tari everage too) For example, the tariff rate
for malt-brewed beer is 1 ethyl acohol such as rum,
whisky and gin is as high as impeded the entry of such

Se customs code is not 20.09). The tariff rates on fresh
gively 50% and 35%, whist the rate on cider and perry is
on motorcycle components is 15%, whilst it is 100% on

complete motore . The tariff escalation has impeded the entry of relevant Chinese

products into the Ipdia.

3.2. Import regtrictions

Although import license for most products has been abolished in India, strict import
restrictions are still imposed on second-hand products and motor vehicles of various
models. Refurbished computer spare parts can only be imported if an Indian
Chartered Engineer certifies that the equipment retains at least 80 percent of its
resdud life
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The Indian government stipulated restrictive conditions such as life cycle and entry
from specify ports for the importation of new vehicles and used vehicles. Besides,
importers of vehicles of any type also face restrictive and trade-distorting import
practices. For example, the government of India requires special licenses for
importing motorcycles that are virtually impossible to obtain. Import licenses for
motorcycles are granted only to foreign nationas: (1) permanently residing in India;
(2) working in India for foreign firms that hold greater than 30 percent equity; or (3)
working a embassies located in India. The application procedure is unduly
complicated and lacking in transparency. In fact, there is no Chingse enterprise that
has been granted such licenses.

3.3 Barriersto customs procedures

"reduction from the ordinary competi ave’reported that
India s customs valuation methodolog@lies do not ref 'Gga ction values, and

Moreover, Indian Customs
Indian customs authoriti
that have aready arrived in |
by the intended i i
goods.

who appljes for withdrawal of cargos
jectidn certificate or letter” signed

The government @1ndia stipulates that to import any of the 109 products that require
compulsory import certification of the Bureau of Indian Standards (BIS), foreign
manufacturers or Indian importers should apply in advance to the BIS for product
quality certification. Only with the certification will the Customs allow such products
into India. Among the 109 products, there are food preservatives and additives, milk
powder, infant dairy products, cement of certain types, household electric appliances,
high-pressure gas cylinders and multi-function dry batteries. Foreign manufacturers
need to pay the application fee, al the travel expenses for the inspection panel, $300
ingpection fee, certification fee of a certain amount, and an annua fee of no less than
$2000 to use the certification marking. The certificate is valid for one year and may
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be extended upon expiration with the gpplication of the manufacturer.

The product application procedures under the compulsory import certification system
are very complicated, costly and time-consuming, and have caused undue burdens to
foreign manufacturers.

3.4.2 Regulationson labeling

The G.S.R.389 natification issued by the Ministry of Health of Indiggon May 27, 2005
stipulates that no container or label of infant milk substitute or infa@ilood shall have a
picture of infant or women or both. The terms “ humanised” or “m ised”, or any
other similar words shal not be used. The package and /or any ot
substitute or infant food shall not exhibit such words ]
Food” or “Hedth Food” or any other Smilar expressions.

3.5 Sanitary and phytosanitary measures

2005 with the revised Rules being titl
Rules, 2005. The new version RRNCi
expands the list of food addj
s standar§l parameters for tea, palm ail
i stipulates label requirements

for ordinary salt, ig ary Iron-intensified salt. Besides, the new Rules
set micro-organis dance with the World Food Sanitation Law,
and meanwhile, a ferent dairy products and the use of food
additives. | re stringent in food administration. The
Chinese sid potential negative influence of the revision on
export enterpri

In Au he Notification on Emergency Measures to Prevent Bird
Flu from dia#he Notification listed nine poultry products temporarily
forbidden to ia. The Chinese side expressed the hope that the Indian

government w
accordance with
Chinese products.

re-assess the safety status of relevant Chinese products in
e actual inspection results and resume the importation of such

3.6 Traderemedies
3.6.1 Information on investigations for trade remedy measures
India is among the countries that most frequently resort to trade remedy measures on

Chinese exports. By the end of 2005, India had initiated 91 trade remedy
investigations against Chinese products, 2 safeguard measure investigations and 1
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product-specific safeguard investigation involving Chinese products. Among the 69

cases ruled, 63 involved final measures. In 2005, India initiated 10 anti-dumping
investigations against China involving a total amount of US$281 million, which is 10
times higher thanthat of 2004. The products involved are mainly textile products and
chemical products that pose strong competition to its domestic products, including

pentaerythritol, viscose yarn, Ethylene-Propylene-nonconjugated Diene Rubber
(PEDM), silk fabrics, nylon filament yarn, and bias tyres for passenger cars and trucks.
The investigation on silk fabrics of 20-100 gram/meter of Chinese origin in May 2005
involved an amount as high as $181 million, the biggest anti-dumping case initiated
by India against China, and also the biggest like case initiated by a developing

member country after the textile trade integration. The Chinese expresses deep
concern over the development of the case.

On January 16, 2006, the Directorate General of Anti-

2004, Indiaissued an import ban on Chin
blow to the related Chinese exporters,

ly be found in section 8 of Annex 1 of
t revisons. There exists no procedural
ed can apply for market economy status, and
s with some parts mixing the market economy
for companies. India hasn’ t formally recognized
far, and has not granted market economy status to any

operate in full market economy conditions, and severely
e of Chinese enterprises in defending India-initiated cases and in
the Indian market

3.6.2.2 Unclear product scope

The product scope in the anti-dumping case announcements of India tends to be
excessively vague, which often makes it difficult for the responding enterprises to
determine the products to be investigated. For instance, in the anti-dumping case of
penicillin industrial salt initiated in January 2006, there was inconsistency between
the product scope in the petition and that in the announcement, and there was no
formula of the products to be investigated in the announcement. This greatly baffled

271



Foreign Market Access Report 2006

the responding enterprises of China
3.6.2.3 Lack of trangparency in information revelation

The Ministry of Commerce and Industry is responsible for initiating anti-dumping
investigations, but in the investigation process, the Indian authorities often fail to
notify in time or reveal sufficient information to the responding enterprises. The
enterprises involved cannot obtain information promptly and accurately to conduct
due defense. In this sense, the Chinese enterprises are virtually deprived of the
opportunity to defend themsdlves.

3.6.2.4 Arbitrarinessin investigation

India s investigations into the anti-dumping cases and
arbitrary. For instance, in the viscose filament yarn
investigation agency made an appointment with I
conduct an onsite investigation in China on 20 en the
Chinese lawyer arrived at the site, the Chigese j i
the investigation agency decided not to
reasonable explanations were giv
authorities caused inconvenience
enterprises.

a s investigation
t to the Chinese

3.7 Subsidies

e Target Plus Scheme. Foreign trade enterprises
of 20%, 25% and 100% in their business volume are

The Ministry of Commerce and Industry announced in October 2005 that
export-oriented enterprises and manufacturing enterprises in Special Economic Zones
were entitled to import petroleum, high-quality gasoline, high-speed diesel, light
diesal fuel and oil free of customs duties. This subsidy enhances the competitiveness
of rlevant enterprises of India.

3.8 Inadequate intellectual property right protection
India does not have laws protecting commercial secrets. Indian law does not provide

for protection against unfair commercial use of test or other data that companies
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submit to the Government in order to obtain marketing approval for their
pharmaceutical or agricultural chemical products. Due to insufficient protection of
intellectual property rights, some companies in India are able to copy certan
pharmaceutical products and seek immediate government approva for original
ownership of the developer's data.

Piracy of copyrighted materials (particularly software, films, and best-selling books)
remains a serious problem. India has not adopted an optical disc law to protect optical
media. Although classification of copyright and trademark infringements has been
expanded and the law aso provides for minimum criminal penglties, the Indian
government has not in effect taken adequate measures to combat kel lectual property
right infringement, and the laws enacted are rarely effectively implement

39 Barriersto Tradein Services

391 Whoesale and retail

ed Indias insurance market to private
was limited to 26 % of paid-up capital and a
the Insurance Regulatory and Development
e government of India announced its intention to
that cap to 49%. Intense domestic political debate

3.9.3 Banki

Most Indian banks are government-owned, and entry of foreign banks remains strictly
controlled, including the establishment of bank branches. State-owned banks control
80% of the banking system. The liberalization process of India s banking industry is
very slow. FDI in state-owned banks remains capped at 20 %. The banking sector still
needs further liberdization.

3.94 Accounting
According to the domestic regulations of India, only chartered accountants with
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domestic qualifications in India can set up CPA firms. Foreign accounting firms can
practice in India if their home country provides reciprocity to Indian firms.
Internationally recognized firm names may not be used, unless they are comprised of
the names of proprietors or partners, or aname dready in usein India

3.95 Tdecommunications

Although the government of India has taken a series of positive measures to liberalize
its telecommunications sector, further opening is needed. Internet telephony became
lega in India in 2002, but this liberalization came with severadfestrictions. Only
Internet Service Providers (ISPs) are allowed to offer Internet tel
service areas, and telephone-to-telephone communications thro he Internet
remain illegd within India

39.6 Media

plicy is dightly liberalized, but the government
 that privately owned radio stations shall only

Oth

Although the orandum of Understanding on Simplifying Visa Procedures
between the Government of the Republic of India and the Government of the People's
Republic of China was signed on June 23, 2003, the India embassy’ s examination of
visa applications from Chinese nationals remains bureaucratic, and India’ s visa policy
towards Chinese citizens lack certainty and transparency. Chinese business people
traveling to India often complain that it is rather difficult and time-consuming to
obtain a business visa or work visa. These practices by the Indian government exert a
negative impact on the norma contacts between Chinese and Indian business people.

4 Barriersto lnvestment
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The Indian law-making and revision procedures are rather complicated, which to a
great extent impedes the issuance of policies concerning the rational use of foreign
investment. India continues to apply policies that stringently restrict foreign
investment in politically sensitive sectors. Foreign investors have not been granted
nationa trestment identical to that enjoyed by loca enterprisesin many sectors.

41 Restrictions on investment sectors

4.1.1 Public utility sector

Foreign investment is restricted in social or public utility productio
rail transportation and atomic energy. For instance, Foreign Inv

the territory of Indiafrom August 4, 2005.
412 Textile sector

sector is far from

This article stipulates that citizens of China must obtain prior permit from the Reserve
Bank of India (RBI) to establish any branch, liaison office, project office or any other
place of business.

The Reserve Bank of India (RBI) revised the above- mentioned regulation in July and
October of 2003. The revised regulation is dlightly more liberal, stipulating that
Chinese citizens do not need prior permit from the Reserve Bank of India (RBI) to
establish manufacturing enterprises or service enterprises in Special Economic Zones
in India, but the project fund must be remitted from abroad and the foreign project
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offices must submit detailed project report b the loca regiona office of the RBI.
Investment in Special Economic Zones must be in one of the sectors in which 100%
foreign investment are dlowed.

(2) Article 7, Foreign Management (Obtainment and Transfer of Real Estate in India)
Rules, 2000

Article 7 stipulates that citizens of 8 countries including China are not alowed to
obtain or transfer real estate or rent the real estate for over 5 years without the prior
permit issued by RBI.

issues. Only with the unanimous approval of both
applicants be granted prior permit.
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|ndonesia
1 Bilateral tradereations

According to China' s Customs, the bilateral trade volume between China and
Indonesia in 2005 reached US$16.79 billion, up by 24.6%, among which China s
export to Indonesia was US$8.35 hillion, up by 33.5%, while China s import from
Indonesia was US$8.44 hillion, up by 16.9%. China had a deficit of US$90 million,
compared with US$970 million in 2004. Mgjor exports from China to Indonesia
included petroleum oils and oils obtained from bituminous mineralgrother than crude,
iron and steel, machinery, electromechanical products, €Sl appliances,
audiovisual equipment and components thereof, automobiles ¥ spare  parts,
chemicals, textile materials such as woven fabrics of cot
vegetables, apples and pears, etc. The maor impo ) &, from

Indonesia included petroleum oils and oils obtai

and other minerals, electronic equipment ical
products, electric and electronic products and cd )
rubber, wood and articles of wood, paper_agd p 5 fractions,
etc.

According to the Ministry of Sluig®ver of engineering
contracts completed by the ia reached US$520 million
in 2005, and the volum contract§ was US$800 million. The
volume of completed labour '

astment of US$630 million, up by 224.2% over the same period
gl utilization of US$86.78 million, down by 17%

2 Introduction to trade and investment regime

2.1 Legidation on trade and investment

There are 6 types of legidation in Indonesia, namely: the Constitution of 1945;
Decisions passed by the People’ s Consultative Assembly; “Act of Parliament” or

“Law” passed by legidature;, Gowvernment Regulation; Presidentia Decisions,
Implementing regulations such as Minigerid Regulations.
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Major legislation governing trade in Indonesia consists of the Trade Law of 1934,
Lawv No 10 Year 1995 concerning Customs, Law No 7 Year 1994 regarding
Authentication of Agreement Establishing the World Trade Organization, Law No 5
Year 1984 regarding Industrial Affairs. Other laws related to trade include Law No 1
Y ear 2004 concerning State Treasury, Law No 5 Year 1999 concerning Prohibition of
Monopoly Practice and Unfair Trade Competition. Major investment-related
legidation consists of the Foreign Capital Investment Law No 1 of 1967 and the
Domestic Capital Investment Law No 6 of 1968.

2.2 Trade administration

221 Tariff system

While most imported products are subject to ad valor
rice and sugar are subject to specific duty in Indonesia

There are two types of import duties in Indogesi
Preferential Tariff Rate. According to the Fra

b, originally above
Pwere maintained in
rate of 5%, no reduction is
. Both China and Indonesia
to zero by 2010.

certan imports to go through import licensing
nd non-automatic licensing. Nine categories of
1 ng, mcludmg CFC, methyl bromlde hazardous

an@’scraps, used clothing. Six categories of goods subject to
include: Cloves, textiles, iron and steel, synthetic lubricating

The Indonesian“ Government conducts quota and license administration over
automatic and nonrautomatic licensing. Quota system applies only to imports of
alcoholic beverages and their immediate raw materials containing alcoholic
substances. Import quotas are allocated only to appointed domestic companies. For
nonquota goods, import licenses for industrial sdlts, ethylene and propylene,
explosives, motor vehicles, wastes and scraps, and hazardous goods are reserved for
qualified companies, which shall only use any of these import goods solely for their
own production process. Licenses to import synthetic lubricating oil, artificial
sweeteners and agricultura hand tools are issued only to gpproved importers.
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2.2.3 Export adminigtration

Indonesia bans the exportation of certain live fishery products, rubber of low quality,
rubber materials, crude leather of reptile, ferrous scrap/waste (except if originating in
Batam Island), round wood and wood chips, CITES-protected wild animals and

natural plants, and urea. Besides, exportsto Isradl remain banned.

Indonesia exercises export control by dividing exports into two types, "supervised"

exports and "regulated” exports. Export approval requirements must be met for
"supervised" products, including certain live bovine animalsglive fish, pam
nutskernels, lead and bauxite ores/concentrate, petroleum oils/pro ureafertilizer,
crocodile leather, unprotected wild animals and plants, unproc
waste/scrap of metals. Indonesia also conducts licens
over regulated exports. Regulated exports are: coffee,
veneer and plywood or similar laminated wood
semi-prepared rattan.

2.2.4 Other tariff administrative syst

On 31 December 2004, the Ministry
rates imposed on luxury goods

imposed on other
equipment, such
perfume; 30%6 on

as dishdryer and microwave oven, and
ts for such sports as golf, diving, and

e abovementioned, precious metals other than the
cts made of pearls, and luxury cruise ships.

2.3 Investment @administration

Indonesia bans domestic and foreign investment in businesses in the following 11
industries: cultivation and processing of marijuana and the like; collection/utilization
of sponge; industries producing harmful chemicals harmful to the environment;
industries producing chemical weapons; industries producing weapons and related
components; industries producing cyclamate and saccharine; industries producing
alcoholic drinks; casino and gambling facilities; air traffic system providers, ship
certification and classification inspections, management and operation of Radio
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Frequency Spectrum and Satellite Orbit Monitoring Stations; and mining of
radioactive mineras.

Foreign investment is prohibited in the following 8 areas: germ plasm cultivation;
concession for natural forests, contractors in the field of lumbering; taxi/bus
transportation services, small-scale sailing; trading and trading supporting services,
radio and television broadcasting services providers, media services; motion picture
production industry.

Conditions are attached to businesses between foreign and domestic capital in the
following 8 areas. building and operation of seaports, electricity production,
transmission and distribution; shipping; processing and provision otable water for
public use; atomic power plants; medical services, t mmuni cations;
regular/nonregular commercid arliners.

2.4 Competent authorities

The Ministry of Industry and Trade (MIT) ig
administration, and its responsibilities mainly in

import products into different
examination and approval, appoi [ ad aloc@ling quotas, and
participating in the settlement of tragale di
The Customs under the M ce adminigers imports and exports in
accordance with the polici
The Agency for Agriculture i ency under the Ministry of
Agriculture. The le for carrying out animal, fish, and plant
quarantine.

Indonesia s4nv

(BKPM), directly responsible to the
is mainly in charge of assessing and
coordinating and promoting foreign

¥ to provide policy coordination to the BKPM and assist
hich areas shall be open to investment, while the BKPM
estment policies.

implements th
3 Barriersto trade

3.1 Import redrictions

3.1.1 Prohibition of the importation of shrimps/prawns China

At the end of 2004, the Indonesia Ministry of Marine and Fishery announced without

prior notice that Indonesia would suspend the importation of shrimps/prawns
originated from China, Brazil, Ecuador, India, Thailand, and Vietnam only on the
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ground that the above products from these countries were determined by the United
States as dumped products. The Chinese side suggests that the Indonesian
Government comply with WTO rules by providing sufficient reasons and give a prior
notification to the WTO about possible trade-related measures before the actual
implementation. Trade measures shall be adopted in such a manner that no
unnecessary barriers will be created to normal trade activities. In response, the
Indonesian side expressed that currently inspections were being made on
shrimps/prawns that were deemed polluted by antibiotics and expected that the import
ban on Chinese shrimp/prawn products would be lifted after the completion of the
ingpection by the end of 2005. However, according to Chinese entgfprises, the above
ban hasn' t been lifted yet.

Industry and Trade on 18 April 2004, only & por¥ the
following products. 1.Spare parts for motor veii imi
belt, bearing wheel, transmission assy
Vehicle of Completely Knock Dow
buses. The regulation further requir portation of the
goods mentioned above obtain [ #MIT. The letter of
application must contain tity of go ds to be imported and the
appropriation of import the right to refuse import
approval. However, the regul iled reference for a possible
jan Government failed to notify the WTO
atic import licensing or not. Therefore, the
and spare parts thereof is considered

Buflt Up (CBU)

and banned to be traded or handed over. Refined sugar industrial
product possessed by Sugar IP whose raw material comes from imported raw sugar
shall only be traded or distributed to sugar industry and banned from being traded on
domestic market.

At the same time, the decrees stipulate that importation of plantation white sugar shall
only be carried out by company having status as Sugar Register Importer. Plantation
white sugar is not alowed to be imported one month before and two months after the
milling season of sugar cane unless domestic production and/or supply of plantation
white sugar is inadequate to the need. The decrees require the prices of imported
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plantation white sugar to be higher than 3410 Rupiah per kilo. However, the threshold
is subject to change. Besides, the total amount of importable plantation white sugar is
also subject to change according to the domestic demand. Furthermore, the specific
time for the milling season of sugar cane is decided by the Minister of Agriculture. So
far, the Indonesian Government hasn’ t notified the WTO whether the nonautomatic
importing procedure for sugar falls under quota control or not.

The aove importing procedure is believed to be lack of stability and predictability,
and has therefore increased the business risks of Chinese sugar importers.

3.1.4 Import restriction on optical disc and machineries and gguipments used
in the production of optical disc

In Aril 2005, the MIT issued two decrees restricting thegi
and machineries and equipments used in the productiorf 0
the provisions of the decrees, optical disc impg

technical traceability inspection in ' ing Dy a surveyor
2 cost of Chinese

andwool). However, a 10% luxury duty is
pating devices, TV sets, sport goods such as
, tape recorder or video-recorder, radio, camera

national or poili portation), certain sport goods; 40% on drinks with an alcohol
content below leather and artificial leather goods, woolen carpet, crystalware,
footwear, chinaware; 50% on blankets made of fine animal hair; 75% on drinks with
alcohol content above 15%, gems or mixed products, yacht. As the abovementioned
products occupy a large share of the market, the luxury duty is in fact targeted at
imported products. As China exports nearly half of these products to Indonesia, the
imposition of luxury duty on these products has adversely affected Chinese exports to
Indonesa

3.3 Technical barriers to trade
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All the imported medicines must be registered with the Balai Pengawas Obat dan
Makanan (BPOM) before they are processed or sold in Indonesia. There are two types
of registration procedures. one for traditional medicine, the other is for chemical
medicine. Different requirements are made with regard to different procedures.

The registration of chemical medicine should be made by the Indonesian sales agent
or wholesaler appointed by the manufacturer of such medicine in the exporting
country. If the medicine is to be produced in Indonesia, an application is to be
submitted by an appointed Indonesian medicine manufacturer. Such measure deprives
the manufacturer from the exporting country of the right to register the medicine and
tends to hurt the interests of export enterprises.

3.4 Trade remedies

Up to 2005, Indonesia has initiated 4 antidumping
against Chinese products, mainly involving FerpgSili

in 2003 when thel@

[ B the same year. Therefore, it is unlikely
injury or affected the flour industry of
Indonesid@ Anti- dumpi ng Commission’ ruling to take

onporcelain ceramic tableware. As of 2006, the
are subject to safeguard for 3 years. China is the major

Chinese side belfeves the following problems existed in the investigation: 1. The
applicant, PT Queen Porcelain Company, is not a qualified applicant because the
company had only 10% of the domestic production capacity, closed down in
November 2003, and ceased to produce the investigated products; 2. The safeguard
measure covers two kinds of products which are not like products or directly
competitive products. Therefore, the practice is inconsistent with the WTO
Agreement on Safeguards;, 3. There are problems regarding the determination of
“unpredictable development”.

Apart from that, some Chinese enterprises reported that as of January 1 2005, the
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Indonesian Government raised the import duty for the investigated products from 5%
to 30%. It took place at the same time when the trade remedy measures were adopted.
Such unreasonable double protection of its domestic industry is not good for the
normal development of bilateral trade relations. The Chinese side shows concern over
the matter and expects the Indonesian Government to be prudent when imposing trade
remedy measures.

35 Export restrictions

In June and July 2005, the Indonesian Government issued two reg
place a quantitative control on the export of domestic mixed ratta

ations, putting in
nd semi-prepared

shall be subjected to verification or €
experienced independent surveyors, Wi
exporters.

The above two regulations w.
supply of rattan. However

number of rattan products fro
import risk of thege erteqm

malicious trademark squatting of famous Chinese names
NG”, “PIENTZEHUANG”, “YUNNAN BAIYAOQO’
.4After obtaining trademark ownership of the above names,
often filed lawsuits against the legitimate agents appointed by
s for trademark infringement. The Indonesian police either
made arbitrary arfests of these agents or impose fines on many occasions so that many
famous and high-quality Chinese products were forced out of the Indonesian market.
As a result, there are often fake Chinese products in the Indonesian market which
were exported deliberately from those who specialize in making fake products in
China

It is also reported by some Chinese enterprises that corruption exists in the Indonesian
judicial and law-enforcement bodies. When there was an IPR infringement case
against the local people, even though there was sufficient evidence provided by the
Chinese enterprise, it was difficult for the Chinese party to win the case. Even though
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the case was eventually won, the enforcement was so difficult and involved such high
cost that often these Chinese enterprises were compelled to give up the judicial
compensation. After consultation with the Chinese side, the Indonesian side has
agreed to establish a work team dedicated to IPR enforcement and supervision so as to
enhance and improve domestic IPR enforcement and relevant policy implementation.
While welcoming the above gesture, the Chinese side suggests that the Indonesian
Government put in place a sound system on the protection of IPR with an
enforcement procedure that won' t create an obstacle to legal trade activities.

4 Barriers to investment

Though President Susilo made the commitment to short
he was sworn in, there has been very little improvement sin
Getting a property registered in Indonesia takes 2

the highest in South East ASa.

To enforce a contract through judicial
570 days, the dowest in South East
such procedure is very high, often asfligh as 126.5% nt involved in the
enforced contract.
Besides, foreign investors o more than 1% due during their investment

any sectors and a lack of transparency in
gt system, the chances of getting risks or
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Vietham
1 Bilateral traderédations

According to customs statistics in China, the bilateral trade volume between China
and Vietnam in 2005 climbed by 21.6% over the previous year to total US$ 8.19
billion, among which China s exports to Vietnam accounted for US$ 5.64 hbillion, up
32.5%, while China s imports from Vietnam registered a 2.8% growth to reach US$
2.55 hillion. China enjoyed a surplus of US$ 3.09 hillion in trade with Vietnam. China
mainly exported to Vietnam fossil fuels, mineral oils and their prgducts, machinery
and equipment, steel and related products, chemical fertilizers, co textile products,
garments and accessories, and motor vehicles. China’ s imports from am included,
among others, minerals, mineral oils and their products,

According to China s Ministry of Commerce (MMOFCOM)
the completed engineering contracts by Chinesey@mpanies in
USS$ 280 million, with the volume of : i
into US$ 1,140 million; the turnov
contracts by Chinese firms in i

corttracts running
$rvice cooperation
million, with the

volume of the newly sign ts standingyat US$ 10.93 miillion; the
turnover of the complet Iting congracts by Chinese companies
in Vietnam amounted to US$ me of the newly signed such
contracts reaching '

the engineering > hinese businesses in Vietnam had arrived at
US$ 1,100 railli [ engineering contracts standing at US$

2,550 mil ~ lume of the completed labor service
cooperation

in Vietnam in 2005, with a contractual investment of US$
Chinese investors. By the end of 2005, a total number of 146
Chinese-invest nfinancial companies had been set up in Vietnam, with a
contractud investnfient of US$ 170 million.

According to the figures of MOFCOM, Vietnamese firms invested in 12 projects in
China in 2005, with a contractual investment of US$ 3.29 million and an actua
utilization of US$ 1.27 million.

2 Introduction to trade and investment regime

286



Foreign Market Access Report 2006

2.1 Legidation on trade and investment

The major laws pertaining to trade and investment in Vietnam include the Law on
Foreign Investment, the Law on Corporate Income Tax (Amended), the Law on
Inland Waterway Transportation, the Law on Competition, the Law on Accounting,
the Law on Statistics, the Law on Aquatic Products, the Ordinance Against Dumping
of Imported Goods into Vietnam, the Ordinance on Measures Against Subsidized
Goods Imported into Vietnam, the Ordinance on Food Safety and Hygiene, and the
Ordinance on Protection of Domesticaly Developed New Plant Varieties.

In June 2005, the Vietnamese National Assembly promulgated th
the Amendment of Law on Customs, and the Law on Export and | uties, all of
which took effect as of 1 January 2006.

: HP) tariff rate under the framework of China-ASEAN
Free TraB € mon tariff rate, which is 70% higher than the

acti gte of duty, applies to those countries which have not
established nor ade relationships with Vietnam. Products of Chinese origin enjoy
the most-favored©nation rate of duty, except that EHP tariff rate applies to products
listed under chapters 1 to 8 of Vietnam' stariff nomenclature.

The current Vietnamese tariff schedule lists 10,721 tariff lines of 8-digital harmonized
commodity description. Divided into 16 classes, Vietnam' s tariff averages 18.3%. The
simple average tariff rate for agricultural products and for non-agricultural products
stands a approximately 29.4% and 17.0% respectively.

2.2.2 Import and export administration
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The Vietnamese government mainly uses import ban, tariff quota, import quantitative
restriction, import licensing, and import and export trading right licensing in the
administration of imports, and adopts export ban, export duties, and quantitative
redrictionsin the administration of exports.

According to the Decision on Management of Import and Export of Goods in
2001-2005 promulgated by the Vietnamese Ministry of Trade, Vietnam adopts a
pigeonhole system in the administration of imports and exports, including banned
imports and exports, imports and exports subject to licensing by thggMinistry of Trade,
and imports and exports subject to the administration of professio
7 December 2005, the Vietnamese government decided to extend
above-mentioned Decision to 30 April 2006.

anesthetics; certain types of children’ s toys; porfi@graphic o i items;
products;
second- hand consumer goods; right- d materials
and means of transport; second-
horsepower; products containin
machines and cipher softw,

SECTets.

ip®le; specialist coding
or of protection of State

Products prohibitegPrc de weapons, ammunitions, explosive materials,

timber or pod #om domestic natural forest; wild animals,
rare natural a; coding@nachines and cipher software programs used in

of &qgriculture and Rura Development decided on 28 October
2004 to susp ort of all types of fowls and pet birds from 1 November 2005

2.3 Investment administration

Pursuant to the amended Implementation Rules for the Law on Foreign Investment in
Vietnam, the Vietnamese government has further liberalized foreign investment in the
country, replacing the investment licensing regime with an investment registration
regime. Apart from according income tax reduction or exemption policy to foreign
invested enterprises, the Implementation Rules provide preferential arrangements in
terms of investment promotion policy and investment operational taxation policy.
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Sectorsthat are restricted or prohibited from foreign investment are asfollows:
231 Redtricted investment sectors

(1) Sectors where foreign investment is only alowed by means of contractual
cooperative operation: telecommunications services, domestic and international
post delivery; journalism and publishing; radio and televison networks.

(2) Sectors where foreign investment is only alowed by means of contractua
cooperative operation or joint venture: petroleum, mining processing rare
minerals, air freight, railroad transport and ocean carri bus transport;

construction of seaports and airports (excluding investment proj ch as BOT,
BTO and BT); ocean shipping and air flight ices, cult ;
production of industrial explosives; tourism; co! i uding

technical consulting services).

(3) Sectors where foreign investment in proc f raw Mhaterials
is tied in: production and processing g and cane

(4) Import and export, do a fishing, and development

Miniger.

(5) Projects for ucing toxic chemicals or using toxic substances banned by
internationa i

2.3.3 Foreign exchange control regime

In 2005, Vietnam’'s Ministry of Finance issued a circular on the remittance of
investment returns by foreign investors in Vietnam. It is stipulated that foreign
enterprises and individuals in Vietnam can remit their profits abroad once ayear at the
end of each fiscal year and after the presentation of the final annual taxation statement.
If the foreign enterprise has aready paid its corporate income tax, it may remit its
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profits abroad every 3 or 6 months. Enterprises that have ceased to operate may remit
al their profits abroad. The foreign party to a joint venture or cooperative enterprise
may remit its profits abroad every 3 or 6 months, if it has already reported the annual
corporate income and paid the corporate income tax on a quarterly basis.

2.4 Competent authorities

The major government bodies responsible for the administration of trade and
investment in Vietnam include the Ministry of Trade, the Ministry of Finance, the
Ministry of Construction, the Ministry of Industry, the Ministry of ddatural Resources
and Environment, the Ministry of Planning and Investmen
Agriculture and Rura Development, the Ministry of Tr tation and
Communications, the Ministry of Culture and Informati ini Post and
Telecommunications, the Ministry of Science and Techho
Vietnam.

export, electronic business, domesti ition, \@nti- onopoly and
anti-dumping, representing the own d enterprises, and
determining the eligibility of such as tax credit.
Since 2005, the Vietnam as relegated some of |ts administrative
functions to sub- national iti

The Ministryof Pligani ‘ central authorities in attracting foreign
investment Vs I investment abroad, and its Foreign

3.1 Tariff [ ministrative measures

As is indicated in the amended and supplemented commodity catalog in the
preferential import tariff schedule published by the Viethamese Ministry of Finance
on 13 October 2005, Vietnam still maintains high import tariff for many goods, for
example, 30% for certain ceramic tiles, 30% for paint, 50% for salt, 40% for
educational equipment, 40% for office equipment, 65% for acoholic beverages, 40%
to 50% for some paper, 40% for cement, 50% for certain air conditioners, 40% for
gloves, 40% for raincoats, 40% for leather belts, 40% for some garment accessories,
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80% for tricycles with a carrying capacity of over 350 kilograms and trucks with a
carrying capacity of lessthan 5 tons.

3.1.2 Tariff escalation

Tariff escalation is most prominent for food, tobacco, textile, and leather products in
Vietnam. For example, the import rate for soybean oil is 5%, refined oil 50%;
unprocessed tobacco leaves 30%, cigarettes and cigars 100%; fur materials O, fur
products 30% to 50%; cotton and cotton yarn 0 to 20%, cotton fabrics 40%; fiber flax
and synthetic sk O, linen and synthetic Slk textiles 40%.

3.1.3 Tariff quotas

Import quotas applicable to cotton, condensed milk, n aize
have been abolished in Vietnam as of 1 April ' [ [
tobacco raw materials, sdt, and eggs remain subjed]

3.2 Import restrictions
Currently, 7 key items — petrol, gl
nine-seat motorized vehicles port license list in

Vienam.

Vietnam till keeps some imp:
clinker, tobacco, afdl I T Pamcul ds that can be domestically produced, such as

mestic and foreign automobiles. According to the newly
ese government will levy the same excise tax on automobiles,
be they domesti produced or imported: 50% for automobiles with fewer than 5
seats, 30% for aftomobiles with 6 to 15 seats, and 15% for automobiles with 16 to 24
seats.

However, Vietnam currently applies discriminatory excise taxes to automobiles: the
excise taxes for imported automobiles are 80%, 50% and 25% respectively for the
above three categories of automobiles, while the excise taxes for domestic
automobiles stand at 40%, 25% and 12.5% respectively.

Vietnam also plans to unify excise taxes for domestic and foreign cigarettes and draft
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beer in the 2006-2007 fiscal year. The uniform excise tax for cigarettes will be 55%
and is to be increased to 65% in 2008. The uniform excise tax for draft beer will be
30% and isto be raised to 40% in 2008.

The current excise taxes for homemade and imported cigarettes are 25% to 45% and
65% respectively. The current excise taxes for domestic and foreign draft beer are

30% and 75% respectively.

34 Technical barriersto trade

Vietnam’ s Ministry of Science and Technology publishes a list of rts and exports
requiring mandatory quality inspection. Importers and exporters of t ducts on the
list must subject their products to inspection and obtai relevant
government agencies (such as the Ministry of Puldli ry of
Agriculture and Rural Development, the Ministry Q i ,
and the Ministry of Science and Technology) atfine time In
the inspection, some products are subject to n ject to
regulations of the functional agencies,

etnam’ s Financial Ministry
customs clearance for the

anded that all enterprises dealing in rice should
e Vietnam Food Association.

to develop the export market in 2004-2005, the Vietnamese
government has ced and limited its direct financial support and export incentives,
and replaced the“old policy with long-term credit for suppliers of raw materials and
with export credit to importers of Vietnamese goods.

In 2005, the Vietnamese government provided financial support to exporters of 12
major items, because exporters suffered from a lack of funds and an unfavorable
market. These items are aguatic products, rice, tea, coffee, black pepper, pork,
processed fruits amd vegetables, processed cashew nuts, timber (excluding
timber-work), handicraft, rubber products, and plastic products.
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3.7 Barriersto tradein services

3.7.1 Securities

Foreign investors may purchase shares of listed domestic shareholding companies in
securities companies, however, foreign capital may not exceed 49% for a particular
share, fund or bond. The cap on foreign shareholdings in securities companies and

fund management companiesis aso 49%.

3.7.2 Law practices

and other
provide

Foreign law firms are now permitted to provide legal consultancy
legal services in Vietnam, but with some restriction

Vietham has not agreed to
construction and rgfaied i

the tender foRRa

project #h Vietnam only if they submit ajoint bid with a
Vigigamese p3 i

@ sub-contract the project to local firms. The

3.7.4 Pogt and teddecommunications

Foreign telecommunications companies are not allowed to provide network
infrastructure services in Vietnam. Cross-border supply and foreign invested
commercial presence for provision of basic telecom services is currently restricted to
Business Cooperation Contracts (BCCs) with Vietnam’ s gateway operators. Likewise,
foreign investment in the provision of value added telecom services is currently
restricted to BCCs with Vietnamese partners. In addition, Vietnam Post (VNP) retains
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its monopoly over the public post network throughout Vietnam, but other enterprises
are permitted to engage in domestic and international post delivery. Foreign invested
enterprises, however, are excluded from engaging in domestic post delivery.

3.75 Shipping

Vietnam has eliminated the licensing requirements for foreign shipping lines to
operate to and from Vietnam, but it still requires foreign shipping lines to enter
Vietham using Vietnamese agents, which means a higher freight cost for foreign
importers. In addition, discrimination between domestic and forei
in fees and charges relating to docking, warehousing, piloting an
not been put to an end.

3.8 Inadequate intellectual property right protection

number of foreign patent and trad
mechanism, obtaining expeditious
IPR violations remains diffic

protection
enforcement of

Infringement upon copyright in Vietnam. The Vietnam
Office of Literang” anc j yright under the Ministry of Culture and
Information admiflisters copyiig tion in the country. Vietnam has made
significant i i legal framework required to protect

4.1 Barrier invement access

Although Vietnafm has switched its older licensing system to a registration regime in
some investment projects and reformed its licensing process such as the introduction
of the “ one-stop service window” for the simplification of licensing procedures, these
measures have not, to date, produced the intended results. The licensing process is
il very exacting and time-consuming.

The Implementing Regulations for the Law on Foreign Investment provides that the

Vietnamese government encourages foreign investment in prospecting, exploiting and
finely processing mineral resources, but restricts foreign investment in mining and
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processing petroleum and rare and precious minerals. The Ordinance
(N0.10/2005/CT-TTg) issued by the Vietnamese Prime Minister in April 2005
demands the relevant central ministries and local governments to review mining
business in the country and to enforce a more stringent administration in granting a
permit for mining. Foreign participation in some important and large-scale mining
projects, for example, the projects of aluminum ore and iron ore exploitation currently
under negotiation between China and Vietnam, is restricted to joint ventures with
Vietnamese partners, in which the Vietnamese side shall have a controlling share. The
Vietnamese government decided in October 2005 that joint ventures with foreign
partners would be permitted for mining projects with an annuagoutput of over 1
million tons of aluminum oxide and for aluminum metallurgical t project to be
established after 2010, with the condition that the Vietnamese
controlling share.

permit of automobile assembling proj
Mdaysa s JRD Company.

Vietnam only permits foret
in the form of joint venture or

estors often complain that investment

The productive ity of an enterprise producing or assembling motorcycles in
Vietnam was ustially decided by the approval from the government. The Generd
Office of the Viethamese Centra Government issued a circular (No.
1854/VPCP-HTQT) in April 2005, lifting the output restriction on motorcycle
assembling enterprises and leaving the matter of output to the market forces and the
enterprises themselves.

Nevertheless, the Vietnamese government still directly interferes in the production of

a motorcycle enterprise, requiring that principa machine manufacturer produce more
than 20% of the motorcycle parts and components, including the main frame, and that
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motorcycle engine manufacturer produce at least one of the eight components of a
motorcycle engine.

In addition, Vietnam continues to require foreign investors in the electronics,
automobile, cane sugar, dairy, paper processing, and wood processing sectors to use
locd content.

According to the relevant regulations, no more than 3% of the total number of
employees in Vietnamese enterprises, including state-owned and foreign-invested
enterprises, may be foreigners — up to a maximum of 50 foreign egiployees. Foreign
representative and branch offices in Vietnam are not subject to t aximum limit,
but the approval of the chairman of the relevant people’ s committee uired for the
employment of foreign labor.
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