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I INTRODUCTION

1 At its meeting on 29 September-1 October 1992 GATT 1947 Council of Representatives
established a Working Party to examine the apjiicadf the Separate Customs Territory of Taiwan,
Penghu, Kinmen and Matsu (hereinafter referredstdGhinese Taipei") to accede to the General
Agreement 1947 under Article XXXIll, and to subniit the Council recommendations which may
include a Draft Protocol of Accession [on the bagighe terms set out in an understanding] [agcedd

in the respective Minutes (document C/M/259)]. Ndemship of the Working Party was open to all
contracting parties wishing to serve on it. Follogvthe request of Chinese Taipei, circulated in
document WT/ACC/TPKM/1, and pursuant to the denigibthe General Council of 31 January 1995,
the Working Party was transformed into a World Bradrganization (WTO) Working Party to
negotiate the terms of accession of Chinese Ttopie Marrakesh Agreement Establishing the World
Trade Organization (hereinafter referred to as "W O Agreement") under Article Xl of that

Agreement.

2 The Working Party met on 6 November 1992, 15 I1A$93, 28 June 1993, 12 October 1993,
17 May 1994, 26 July 1994, 21 December 1994, 28usep 1997, 8 May 1998, 12 May 1999, and
] under the Chairmanship of H.E. M. Morland (United Kingdom). The terms of refece
and the membership of the Working Party are seinadbcument WT/ACC/TPKM/6.

1. INFORMATION PROVIDED

3 The Working Party had before it, to serve as @sbf@r its discussion, the Memorandum on
Chinese Taipei's Foreign Trade Regime (L/7097 addeAda 1 - 11) and the questions submitted by
Members on the foreign trade regime of Chineseéidggether with the replies of the Chinese Taipei
authorities thereto (L/7089/Rev.1, L/7429 and Agidahd documents Spec(94)28 (Newly Promulgated
or Revised Laws and Regulations), Spec(94)30 (ip#&er of Service Sectors), Spec(94)31 and Add.1
(Special Exchange Agreement), Spec(94)41 (Statp®rRef the Bilateral Negotiations), Spec(95)1
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and Corr.1 (Checklist of Accession Issues - Prelani Responses Provided by Chinese Taipei),
Spec(95)8 (Laws and regulations regarding agricllferoducts), WT/ACC/TPKM/2 (Tariff reductions
for 758 tariff lines effected as from 14 July 1998JT/ACC/TPKM/3 (Newly Promulgated or Revised
Laws and Regulations), and WT/ACC/TPKM/4 (The Costolmport Tariff and Classification of
Import and Export Commodities: revised edition afighst 1995); WT/ACC/TPKM/8/Rev.1 and
WT/ACC/TPKM/9/Rev.1 (Information on Industrial Suties); WT/ACC/TPKM/10 (Adoption of
Codex Standards); WT/ACC/TPKM/12 (Standards forridwgtural and Processed Agricultural
Products); WT/ACC/TPKM/13 (List of Commodities $edt to Export Restriction and List of
Commodities); WT/ACC/TPKM/14 and Corr.1 (Additidn®uestions and Replies Concerning
Domestic Support and Export Subsidies). In addititie representative of Chinese Taipei made

available to the Working Party the following maaéri

Customs Regime

- Customs Law;

- Rules Governing the Implementation of the Customs;L

- Implementing Regulation on the Imposition of Couvading Duty and Anti-Dumping
Duty;

- Rules for the Collection of Customs Fees.

Trade Regime

General

- Foreign Trade Act;

- Enforcement Rules of the Foreign Trade Act;

- Regulations Governing the Process of ObjectionsinsgaPunishment on
Violation of Foreign Trade Act;

- Customs Import Tariff and Classification of Imp&tExport Commodities
(Supplement, August 1995);

- Consolidated List of Commodities Subject to ImpdRestriction and
Commodities Entrusted to Customs for Import Exatioma (June 1997
Edition);

- Regulations Governing Import of Commodities by Bess Firms;

- Regulations Governing Registration and Adminisbratiof Exporters and
Importers;

- Regulations Governing Revenue, Expenditure, Custatyl Use of Trade
Promotion Fund;

- Rules for Handling Import Relief Cases;

- Import Regulations Codes.
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Industrial Goods

- Regulations Governing Export and Import of High-iT @ommaodities;

- Operating Rules for Screening Applications to Img€eshing Vessels Using
New Fishing Methods;

- Requirements for Imported Drug Registration;

- Veterinary Drugs Control Act;

- Agro-Pesticide Act;

- Guidelines Governing the Application for and Isst@anof Fertilizer
Registration Certificate;

- Operating Regulations Governing the Control of Restd Methyl Bromide;

- Regulations of the Industrial Development BureathefMinistry of Economic
Affairs for Controlled Substances Pursuant to thentveal Protocol.

Agricultural Goods

- Statute for Agricultural Development;

- Regulations Governing Relief and Aid for Major Agritural Products
Damages by Importation;

- Guidelines for Screening Applications for Letter épproval for the
Importation of Livestock and Poultry;

- Guidelines for the Issuance of Written Approval &eing the Importation of
Aquatic Animals;

- Guidelines Governing Food Companies Applying to dmiy@Raw Glutinous
Rice/Powder for Processing for Export;

- Operating Procedures Governing Applications to Irpg\éheat and Operation
of the Stabilization Fund;

- Operating Procedures Governing Applications to Impd'heat Flour and
Operation of the Stabilization Fund;

- Feeds Control Act;

- Guidelines Governing Applications to Import Aduledhs;

- Screening Procedures and Criteria Governing theree of Written Approval
for the Importation of Dried Betel Nuts (Ta-Fu-Tzu)

Investment Regime

- Statute for Investment by Foreign Nationals;

- Negative List for Investment by Overseas ChineskFameign Nationals;
- Statute for Upgrading Industries;

- Enforcement Rules of the Statute for Upgrading $tidles;

- Statute for Technical Cooperation;

- Statute for Development of Medium and Small Busiees

- Statute for Establishment and Management of EXRrartessing Zones;
- Aeronautics and Space Industries Development Proge

- Automotive Industry Development Policy.

Other Texts Affecting Trade:

General

- Income Tax Law;

- Business Tax Law;

- Statute for Commodity Tax;

- Statute for Foreign Exchange Regulation;
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Fair Trade Law.

Intellectual Property Rights

Copyright

Copyright Law;

Implementation Rules of the Copyright Law;

lllustrated Contents of 'Each Kinds of Works' imrdtgaph One, Article 5 of
Copyright Law;

Certain amounts of Items 2 and 3 of Paragraph @nrtele 87bis of the
Copyright Law;

Regulations of Application for Approval of Compulgd.icense of Translation
Rights;

Regulations of Application for Approval of Compulgd.icense of Musical
Works;

Organic Charter of the Copyright Examination anddigon Committee of
the Ministry of Interior;

Agreement for the Protection of Copyright betwees €oordination Council
for North American Affairs and the American Insté&un Taiwan;

Agreement Concerning the Protection and EnforcemehtRights in
Audiovisual Works between the Coordination Couroil North American
Affairs and the American Institute in Taiwan;

Publication Law.

Trademark
Trademark Law.
Patent

Patent Law.

Standards, Quarantine, Inspection

Standards

Provisional Standard for Hi-Fi and Stereo Equipment

Quarantine

Quarantine Requirements for the Importation of Aadiand Animal Products;
Quarantine Regulations on Imported Fishery Proglucts

Quarantine Restrictions on the Importation of Rlamd Plant Products;
Statute for Prevention and Control of Infectiousmals Diseases;
Implementation Rules of the Statute for Prevenaod Control of Infectious
Animals Diseases;

Regulations Governing the Quarantine at Internatiorts.
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Inspection

- Commodity Inspection Law;
- Enforcement Rules for the Commaodity Inspection l(gmplementation Rules
of the Commodity Inspection Act).

Others

- Commodity Labelling Law;

- Law Governing Food Sanitation;

- Enforcement Rules of the Law Governing Food Saoitat
- Law for the Control of Cosmetic Hygiene.

Government Procurement

- Law of Audit;

- Rules Governing Procuring Goods of Foreign Origin;

- Ordinance Concerning Inspection Procedure Governi@gnstruction Work,
Procurement and Disposal of Properties by Goverhagencies.

- Guidelines for Screening Applications for Writtemgort/Export Approval Regarding
Wild Fauna and Flora Deserving Conservation;

- Wildlife Conservation Law;

- Implementing Regulations of the Wildlife ConsergatLaw;

- Rules of Royalty Rate for Public Interest Activitie

Trade in services:

Schedule of Commitments

- Draft Schedule of the Separate Customs Territorladivan, Penghu, Kinmen
and Matsu Concerning Initial Commitments on Trade $ervices
(WT/ACC/SPEC/TPKM/3/Rev.3).

Banking

- Banking Law;
- Guidelines for the Screening and Approval of theaBlshment of Branches
and Representative Offices by Foreign Banks.

Insurance

- Insurance Law;

- Insurance Company Establishment Criteria;

- Criteria for Approving Foreign Insurance Enterpsisend the Governing
Regulation;

- Central Reinsurance Corporation Act.
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Securities

- Securities and Exchange Law;

- Foreign Futures Trading Law;

- Regulations Governing the Standard for IncorponatibSecurities Companies;
- Rules for the Administration of Securities Investiti€rust Enterprises.

Others

- Broadcasting and Television Law;

- Motion Picture Law;

- By-laws Governing the Execution of the Motion PretiLaw;

- Employment Service Act;

- Rules Governing the Approval and Administration febreign Specialist and
Technical Personnel Employed by Public or Privateefprises and Ranking
Executives Employed by Overseas Chinese or Forditional Invested
Enterprises.

1. INTRODUCTORY STATEMENTS

4 In his statements the representative of Chinesggeflinter alia recalled that Chinese Taipei,
which encompasses the islands of Taiwan, Pengmmét and Matsu, was short of natural resources.
Its only substantial resource - labour - was the@of its strong rate of growth. The main ecoitom

indicators were as follows:



Chinese Taipei's Main Economic Indicators

Year GNP GNP per | *Annual Final Budget of Annual Changes in Prices | Unemployment Foreign Export Statistics  Import
(Billion US$) Capita Central Government | Consumer price Wholesale price Rate (%) Exchange (Billion US$) Statistics
(US$) (Billion US$) (%) (%) (Billion US$) (Billion US$)

1993 226.2 10,852 42.7 2.9 2.5 1.5 83.6 85.1 77.1
1994 243.9 11,597 39.6 4.1 2.2 1.6 92.5 93.0 85.3
1995 263.0 12,396 42.9 3.7 7.4 1.8 90.3 111.7 103.6
1996 274.6 12,872 40.9 3.1 -1.0 2.6 88.0 115.9 102.4
1997 284.8 13.198 44.8 0.9 -0.5 2.7 835 122.1 114.4

Since 1960, the "Fiscal Year" refers to the 12-inqueriod beginning from 1 July 1 of the precediegnto 30 June of the designated year. The il@indes repayment of

government debt.

¢ AY/Z/NANdL/O3dS/ODV/LM

) abed



Chinese Taipei's Expenditure on Gross National ecbd

Unit: Billion US$

Year | Gross National Gross Domestic - Private - | Government- Gross Fixed - Increase in - |Export of Goods § Imports of Goods ¢
Product Product Consumption Expenditure Capital Formation Inventory Services Services
1993 226.2 222.6 126.8 35.6 52.7 3.3 98.5 94.3
1994 243.9 241.0 142.6 36.3 55.2 2.3 106.3 101.7
1995 263.0 260.2 155.7 37.8 59.7 1.9 126.9 121.8
1996 275.1 272.3 164.6 39.4 57.0 0.8 132.2 121.7
1997 284.8 283.3 172.1 41.0 59.4 3.0 139.5 131.7

g obed

¢'NY/Z/NANdL/D3dS/ODV/LM
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Chinese Taipei's Employment Population by Sectors
Unit: 1000 Persons

Year Agriculture Sector Industrial Sector Serviestor
1993 1,005 3,418 4,323
1994 976 3,506 4,456
1995 954 3,504 4,587
1996 918 3,399 4,751
1997 878 3,502 4,795

Chinese Taipei's Balance of Payments

Year Current Account Capital Account Financial Account esBrves

1993 6,714 -328 -4,629 -1,541

1994 6,154 -344 -1,397 -4,622

1995 4,824 -650 -8,190 3,931

1996 10,481 -653 -8,802 -1,102

1997 7,776 -314 -8,154 728

5 He added that government policies had restrudttive economy from agriculture towards

basic and heavy industries. As part of an impaldsstution and integration process, intermediate
goods industries were established. Transportaves streamlined and large investments were made
in new ports, airports and highways. The Chinesgd authorities had also intensified rural
development and supported the moves to improve faroome. More recently, industrial
restructuring was further promoted. Educationatitations placed greater emphasis on science and
technology in order to provide a highly trained iforce. In the 1990's, economic liberalization and
the internationalization of the economy had corgthu Infrastructure investments, the regulation of
pollution and the privatization of the economy fmtelerated. Employment had shifted from the
agricultural sector to the industrial and servieetsrs. The representative of Chinese Taipei also
stated that when Chinese Taipei initiated its inysobstitution strategy, exports were mostly
composed of sugar, rice, bananas, tea and procassiedltural products. Few industrial products
were sufficiently competitive for export. Gradyathe import substitution industries became capable
of producing competitive export products. As auleshe share of exports of traditional products

declined whilst industrial products took an inciegsshare of exports. At first, major export items
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were labour intensive products such as textilesppngood. Recently, electronic goods had become

major export items. Recent total exports valugg$000 was as follows:

YEAR 1993 1994 1995 1996 1997

TOTAL 85,091,458 93,048,783 111,658,80( 115,942,064 122,080,673

Recent total imports value in US$000 was as faltow

YEAR 1993 1994 1995 1996 1997
TOTAL 77,061,203 85,349,194 103,550,044 102,370,021 114,424,665
6 Referring to the direction of the future econorpulicies, the representative of Chinese

Taipei said that overall global economy expandeadity in 1997, in contrast, Chinese Taipei's
economy reached its slowest growth rate that yeér8aper cent, the highest in six years. Economic
growth for 1995 and 1996 had been 6.0 per cenbah@er cent respectively. The upturn in Chinese
Taipei’s economy could be attributed to strong @evinvestment and consumption. In 1997 inflation
was low at the rate of 0.9 per cent, compared @ithand 3.1 in 1995 and 1996. Trade surplus in
1997 was US$7.7 billion. For 1998, the economyChinese Taipei was expected to grow 5.3 per
cent, with per capita GNP expected to reach alrd&$12,030 and consumer prices to rise 1.9 per
cent. Nevertheless, these expectations would deperwhether public investment projects proceed
according to schedule. An additional source of majypetus to growth would be the private sector as
a result of strength in private consumption, steéatgyrovement in the investment climate and greater
private investment in public projects. In his staénts he also outlined the sectors where Chinese
Taipei would need transition periods to bring sfieaneasures into full conformity with WTO
obligations and said that Chinese Taipei was readyassume obligations comparable to those
undertaken by WTO Members with a comparable lefelconomic development. The representative
of Chinese Taipei stated that his government waudtl claim any right granted under WTO
Agreements to developing country Members or to anbtr in the process of transforming its

economy from a centrally-planned into a markeg-featerprise economy.

7 Members of the Working Party warmly welcomed #"pplication of Chinese Taipei for
accession to the WTO. Notwithstanding limitati@rsits natural resources and the relative size of
the economy, Chinese Taipei had transformed iteetf one of the world's most dynamic trade
centres. Chinese Taipei's membership of the WTG@ldvstrengthen the multilateral trading system.

Members also congratulated Chinese Taipei on itBngmess to make the required adjustments
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promptly and to only seek a minimum of transitia@ripds in which to bring its economy fully into
conformity with the requirements of the WTO. Memseoted, however, that membership of the
WTO required full observance of the MFN and natiameatment principles, in particular, GATT
1994 required the grant of any advantage, favauvilgge or immunity granted by any contracting
party to any product originating in or destined &y other country, whether or not a contracting
party, to products originating in or destined fioe territories of all other contracting partieamifar
MFN requirements applied in respect of the Genkgaeement on Trade in Services (GATS) and the
Agreement on Trade-Related Aspects of IntelledRraperty (TRIPS). It also required the taking of
comprehensive market access commitments on gawtlsding agricultural products, and services,
which would be reflected in the respective schexlofeconcessions and commitments annexed to the
Draft Protocol of Accession. Several members ef\ftlorking Party were of the view that Chinese
Taipei should assume a level of obligations commeate to that of the developed economy original
Members of the WTO, and that Chinese Taipei shaplaly the WTO Agreement fully from the date

of accession, without recourse to any transitiamops.

8 The representative of Chinese Taipei acknowledtied importance of observing the
principles of MFN and national treatment in the W&@d the broad scope of that obligation. He
stated that upon accession Chinese Taipei woul¢ fbiserve its MFN and national treatment
obligations in respect of any advantage, favourjilpge or immunity granted to WTO Members or
other countries or separate customs territoriedesanspecifically exempted from its GATS

commitments.
V. ECONOMIC POLICIES

Foreign Exchange Policies

9 In response to requests from members of the WgrRiarty for information on the foreign
exchange system prevailing in Chinese Taipei, @pasentative of Chinese Taipei stated that all
current account transactions were free from foreigrhange controls. As for residents, any company
or individual could freely settle foreign exchangath authorized banks up to an amount of
US$50 million and US$5 million respectively per yeas for non-residents, any non-resident could
open a NT dollar account with local commercial ankHowever, foreign financial institutions
outside the territory of Chinese Taipei could odBposit locally earned revenue of NT dollars into
their accounts. There was no restriction when rémaittance was related to an outward/inward
investment project approved by the competent aifyhoil he foreign exchange rate was determined
by the market, and there were no discriminatoryenay practices. In response to further questions

he said that enterprises established under the @wynpaw of Chinese Taipei could freely purchase
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the foreign exchange required for imports or forisible trade settlements through the authorised
foreign exchange banks without any restriction. erfBhwas no restriction on the use of foreign
exchange for overseas investment provided thainthestment had been approved by the authorities.
Authorized foreign exchange banks and foreign bamase free to take part in the Chinese Taipei
foreign currency call loan market. Since 1991 whmd foreign exchange transactions had been
permitted. The representative of Chinese Taip&l Haat these requirements would be gradually
phased out as market conditions permitted. Heesged the view that Chinese Taipei's foreign

exchange practices were fully consistent with AetiV of the GATT 1994.

10 Some members of the Working Party noted thah&3lei Taipei was not a member of the
International Monetary Fund (IMF) and thus wouldid&o enter into a Special Exchange Agreement
as provided for in Article XV:6 of the GATT 1994corporating obligations consistent with Fund
Article VIII. Some members also expressed condbat elements of Chinese Taipei's foreign
exchange system provided scope for practices tisadrebd trade flows. The representative of
Chinese Taipei said that in the context of accessiothe WTO, Chinese Taipei was prepared to
comply with the provisions of Article XV of the GAT 1994 regarding its foreign exchange
restrictions. He added that in order to complyhw@BATT 1994 Article XV, Chinese Taipei had
negotiated a Special Exchange Agreement with th@©OWThinese Taipei expected that the Special

Exchange Agreement would cease to be effectivhimése Taipei became a member of the IMF.

Pricing Policies

11 Some members of the Working Party noted thah&3a Taipei had price controls for the
domestic prices of certain commodities and thatetlveere no price controls applied exclusively to
imports, they requested a full list of the produsiibject to price controls, and the plans to elaten
such price controls. In response the represertafiChinese Taipei stated that price controlsiagpl
primarily in the area of public utilities under ¢owl of the Public Utility Rate Commission. The
products specified in the list reproduced in Attaeimt A to this Draft Report were the only ones
subject to price controls. In relation to the safi¢obacco and alcoholic beverages, the represeata
of Chinese Taipei stated that minimum profit orcipry of tobacco and alcohol products had been
abolished. The regulation on the maximum retaifgimlmwould cease to be effective when the
monopoly system is formally abolished. He furthdded that petroleum, natural gas and liquefied
gas were subject to price controls in order to ma@instability in energy prices. Salt, sugar and
fertilizer were subject to price controls to stedeilfarmers' income and production costs. Chinese
Taipei intended to phase out price controls as ssopossible, keeping in view the objectives noted

above. Future liberalization of price controls wbtake into account the timetable for privatizing
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state enterprises which had been involved in esiagiprice controls, such as the Taiwan Fertilizer
Company, and the Taiwan Salt Industrial Corporati@me members of the Working Party noted
that they could see no justification for price colst on sugar and salt. In response, the reprasent

of Chinese Taipei stated that the price controlsaih were expected to be abolished by end of the
year 2001. Domestic sugar prices were set by drmi®ugar Corporation, which was the sole
supplier of sugar. The sugar price set by Taiwaga® Corporation took into account the price at
which Taiwan Sugar purchased sugar cane from prcaters (which was set 10 years ago according
to the farmers' production cost at that time), #mdwn cost of production. The domestic sugarepr
had been decreasing, as the increase in impotigair {the cost of which was lower), helped to bring
down Taiwan Sugar's cost. Industrial users of sugaie consulted, in order to ensure that the price
control would not seriously affect their compettiness. There was no discrimination between cane
and beet sugar. The price control system wouldeptaced by the implementation of a tariff rate
guota system. The private sector would be frdenfiort sugar at out-quota tariff rates. Moreower,
certain percentage of the tariff quota would becalted to private sectors. Therefore, importatibn
sugar would not be subject to monopoly. It waseexgd that the oil product market would be fully
liberalized by the end of June 2000. It was noin€$e Taipei's policy to add to the list of product
subject to price control set out in Attachment Ahs Draft Report, unless the economy or a specifi

sector thereof was in serious difficulty or in atstof emergency.

12 The representative of Chinese Taipei stated fi@h the date of accession, Chinese Taipei
would ensure that price controls applied to thedpots covered in the list reproduced in
Attachment A to this Draft Report, and to any otpesduct, would be applied in a WTO-consistent
fashion, taking account of the interests of expgriVTO Members as provided for in Article 111:9 of
the GATT 1994. The price levels of the goods stibfe price controls would be published in
accordance with Article X of GATT 1994. The WorgiRarty took note of these commitments.

V. FRAMEWORK FOR MAKING AND ENFORCING POLICIES

Powers of Executive, Legislative and Judiciarymiuaistration of Policies on WTO-related

Issues

13 In response to requests for information, theesgntative of Chinese Taipei stated that the
subject matter of international trade, including mhtters covered by the WTO Agreements fell
within the power of the central government. In theent that measures taken by the sub-central
government had an impact upon international truesse measures became subject to regulation by
the central government and the central governmeutdcoverrule or invalidate measures of sub-

central governments. By way of example, he noted the procurement decisions of sub-central
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government were subject to the disciplines of tlw&Bnment Procurement Law made by the central
government. He further noted that a natural ddical person whose rights and interests in a matte
relating to issues covered by the WTO Agreemengsimpaired by an administrative action in
Chinese Taipei is permitted to appeal such actlarcases of administrative action allegedly camtra
to law, such appeal would be to the AdministraBairt. In cases of an administrative action that i
allegedly improper, but not illegal, an appeal cdtten, organised by a higher administrative level,
drawn from government officials not involved in tBeforcement of the matter at issue, experts from
academia and other experts, would review the madiedl recommend a correction to the

administrative action.

14 Some members of the Working Party enquired venetimternational treaties were
self-executing under the law of Chinese Taipei smgight a commitment that Chinese Taipei would
bring its foreign trade laws and regulations intmformity with WTO provisions at the time of
accession. In response, the representative ofe€hiMaipei said that, under its Constitution,
international treaties enter into force after beidgly ratified by the Legislative Yuan and

promulgated by the President. An internationaltyrdad the same force and effect as domestic laws.

15 The representative of Chinese Taipei confirnfeed Chinese Taipei would fully implement
its obligations under the WTO Agreement and itsfOPaotocol of Accession upon accession to the
WTO, unless specifically provided in this Draft Repand Protocol. Further, central authorities
would eliminate or nullify measures taken by subtcd authorities in Chinese Taipei that are
inconsistent with WTO provisions from the date of@ssion. A list of some of the laws that would be
amended as part of Chinese Taipei's implementafiats obligations is reproduced in Attachment E

to this Draft Report. The Working Party took nofeghis commitment.
VI. POLICIESAFFECTING TRADE IN GOODS

16 Chinese Taipei undertook negotiations on madatess in goods. The Schedule of
Concessions reflecting the results of those nemts is reproduced in Part | of Annex | of the bra

Protocol of Accession reproduced in the Appendithte Draft Report.

Import Requlations

Reqistration of Importers and Exporters

17 Some members of the Working Party noted than&3da Taipei required a registered
importer/exporter to clear all imports and expathsough its customs. Further, Chinese Taipei

conditioned registration as an importer or expodsrbeing an enterprise in Chinese Taipei and
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meeting a NT$5 million minimum capital requiremerithese members of the Working Party stated
that they considered that the minimum capital nemméent was excessive and could act as a restraint
on trade. They requested that the minimum capaairement be eliminated and that registration
should be automatic, open to all individuals antemarises interested in engaging in import/export

without regard to investment or establishment im€$e Taipei and conform to WTO rules.

18 In response, the representative of Chinese iTaipted that the purpose of the registration
requirement was not to restrain trade, but to ensat importers/exporters had sufficient financial
resources to support their import/export operatioi$he precondition of NT$5 million minimum
capital requirement had been abolished in SeptertiB87. With the elimination of that capital
requirement, the only condition for importer/exgortegistration was that the enterprise list import
and/or export activities in its profit-seeking epiése registration certificate. No fee was charfy

the registration. Chinese Taipei however woulé lik retain the registration system, which operated

as an automatic licensing procedure pursuant tégineement on Import Licensing

19 The representative of Chinese Taipei statedamatenterprise including sole proprietorships,
interested in importing and/or exporting and havimgluded in its profit-seeking enterprise
registration certificate export/import or buyindls® as a business item, would be permitted to
register as an importer/exporter. Registratiom gsofit-seeking enterprise required maintenance of
an address in Chinese Taipei, but did not imposenmim investment or similar requirements. The
registration system to become an importer/exponteuld conform to WTO rules, including the
automatic licensing provisions of the Agreementimport Licensing, and would not restrain trade.

The Working Party took note of these commitments.

Advertising and Trade in Alcohol and Tobacco Paidu

20 Some members of the Working Party considereidtiiearules applying to the advertising of
tobacco and alcohol products, which had a strorefict on imports, should not be used to
discriminate eitherde factoor de jure against imported products. The representativ€luhese
Taipei stated that under current law, alcohol potgiicould be advertised on television and radio
during specified times. While beer and wine cdegdadvertised in magazines and newspapers, spirits
could not be advertised in these publications. Npisits products could be advertised in magazines
for a period of one year following their releaséootihe market. The representative of Chinese Taipe
also said that advertising of tobacco products g@aeerned by the Tobacco Hazard Prevention Act,
which came into force on 19 September 1997. Thesron the advertising of tobacco products are
provided in Article 9 and 10 of the Tobacco HazBrdvention Act. The rules set out in these two

articles prohibit the use of certain methods fag gromotion or advertising of tobacco products,
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restrict the use of periodicals as a medium forptfeenotion or advertising of tobacco products t6 12
items per year in periodicals, the types of adésitor sponsorship permitted under the name of a

tobacco company, and the display of tobacco preduct

21 The representative of Chinese Taipei confirnfeat from the date of accession Chinese
Taipei would not use advertising rules to discriménagainst imported tobacco and alcohol products.
The one-year limitation on advertising of alcohdieverages would be eliminated upon accession.
He also stated that, upon accession, Chinese Tamédd permit advertising for alcoholic beverages

in all media, subject to regulation in relationttee content and timing of advertising. He further

confirmed that the advertising rules for tobaccd afcohol products and implementation of those
rules would be consistent with WTO requirementsnfrine date of accession. The Working Party

took note of these commitments.

22 Concerning the right to sell and trade in tolbaand alcoholic beverages, the representative
of Chinese Taipei stated that, upon accessionrrges engaged in the distribution and/or trade of
imported alcohol and tobacco products would notrdmuired to provide information beyond that
requested of firms engaged in the distribution anttade of like domestic products in Chinese Tiaipe
concerning their business plans or corporate strestand that such information will be requested on
the same timetable as applied to the latter firnide also stated that taxes and other charges of
whatever character, including licensing and otltBniaistrative fees, related to trade and distriouti

of imported alcohol and tobacco products would metapplied in excess of those applied to firms

dealing with like domestic products. The Workireyty took note of these commitments.
Customs Tariff

23 Several members of the Working Party requestéormation on the tariff structure of
Chinese Taipei, the existence of bilateral rateduty, in particular the products covered by bilate
trade concessions, the existence of mixed dutibgtiver trade measures were being adopted on a
MFN basis, the level of average effective rateslutly and the actual levels of protection in force.
Some members noted that in 1992 some 413 agriallind 21 non-agricultural products accounting
for 5.4 per cent of total tariff lines were subjeztduty rates ranging from 30 per cent to 50 et.c

In response, the representative of Chinese Tagpdithat since 1 September 1980, Chinese Taipei's
tariff had two columns of duty rates. The diffai@hduty rates in Column Il were applied to imgort
from countries or areas that granted reciproc#f taeatment to Chinese Taipei's exports. At pras
Column I duty rates applied to products from 15Rimries or areas which amounted for almost
98 per cent of the total value of imports. Produoten the following WTO Members did not fall

within Column II: Angola, Cuba, Djibouti, Gambia, adritania, Mozambique, Myanmar, Romania,
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Uganda, Zimbabwe and The Kyrgyz Republic. The emmative of Chinese Taipei undertook that
upon accession to the WTO, MFN treatment would iereled to all WTO Members applying the
WTO rules to Chinese Taipei. He added that betwi384 and 1992, the tariff had been revised
across-the-board and duty rates have been lowgredrhe 50 per cent. During that same period, 668
items had become duty free, and 13165 items haid dogy rates reduced. An additional tariff
reduction in 1995 had further reduced duty rate3%sf items, with an average duty reduction of 2.8
per cent. Besides, the duty rates of 1,358 itemushteen further reduced in 1998 including 289 items
in accordance with the WTO Ministerial DeclaratammTrade in Information Technology products on
December 1996. Further reductions for 750 tairés were pending in the Legislature. At present,
the highest nominal duty rate was 50 per centthistwas levied only in a few agricultural product
areas. The simple average of nominal duty ratdsdealined from 30.81 per cent in 1984 to 8.25 per
cent in 1998.

24 In response to further questions, the repreBeataf Chinese Taipei indicated that in 1998
out of a total of 8,399 dutiable items, 42 itemgeveubject to specific duties and 114 items were
subject to mixed duties. The remaining 8,243 dilgigtems were subject tml valoremduties. Some
members of the Working Party stated that, in thiew, Chinese Taipei should preferably adopaen
valoremapproach throughout the tariff in order to incestige predictability and transparency of the
tariff régime. The representative of Chinese Tiagpéd that more than 98 per cent of the tarifédin
were already subject tad valoremduties. In future reviews of its tariff systemhi@ese Taipei

would take into account the views of members ia thspect.

Tariff Rate Quotas

25 Members of the Working Party requested inforamtin Chinese Taipei's proposed new tariff
rate quota system. In response, the representdti@binese Taipei stated that following revisidn o
its system of import restrictions on certain impdrtproducts, Chinese Taipei had decided to
introduce a system of tariff rate quotas as desdrib paragraphs 27-35 below. The representative of
Chinese Taipei provided further information on thatsscheme in  document
WT/ACC/SPEC/TPKM/5/Rev.1 and Corr.1-3. and WT/ACREC/TPKM/7 and Corr.1. He further
noted that each tariff rate quota would be readidehe relevant part of Chinese Taipei's Schedul

of Concessions (Part | of the Annex to the Drafit&col of Accession ).

26 The representative of Chinese Taipei stated firathe agricultural and fish products that
were subject to a tariff rate quota regime aftem€$e Taipei accedes to the WTO, the quota would
be allocated according to the following methodscdbed in paragraphs 27-35 below, which would

be implemented consistently with relevant WTO sule
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27 The representative of Chinese Taipei stated Weaiff Rate Quota (TRQ) allocation
certificates, as import licences, would be in caemple with the Agreement on Import Licensing
Procedures. All commercial terms of trade, inclgdiproduct specifications, origin, pricing,
packaging, etc. would be at the sole determinatiotine parties engaged in the transaction. Partial
shipments against a single allocation will be p&edi Traders would be allowed to import any
product or mixture of products subject to the saiR€) as noted in the tariff schedule. All products
imported under the TRQ could be distributed freeithin Chinese Taipei without further trade-based
restrictions. Allocation certificates will be figetransferable and tradable, and certificate halde

could have certificates reissued to combine orddi\allocations.

28 The representative of Chinese Taipei stated #@flatpplications for allocation of TRQ
guantities would be submitted to the Ministry oh&mnce (MOF). Any enterprise registered as an
importer/exporter in Chinese Taipei would be eligito apply for certificates under each of the guot
allocations systems. Any domestic or foreign guise, including sole-proprietorship, meeting the
requirements set out in paragraph 27 would be pianio register as an importer/exporter in Chinese
Taipei. Specific conditions for applying for a TR{location would be published in the official
journal sixty days in advance of the start of tpplization period. The application period for iait
allocations should be closed by 30 November ofpglevious year, unless the timing of accession
necessitated a change in schedule for the first yEae application period for reallocations of sed
guotas would be closed by 1 September. The MOHRdrgrant allocations and publish and notify the
names of recipients and allocations within two vgeek the close of the application period for the

purpose of transfer.

System 1

29 The representative of Chinese Taipei statedtft@aallocation of tariff quotas would be made
as follows. System 1 (for quotas of chicken mpatk offal, poultry offal, deer velvet, fresh pears
(excluding European pears), bananas, and pork litler System 1), the initial distribution of
allocations for the first two years, certificatesudd be issued on a first-come, first-served basis.
Allocations would be established for commercialigble shipping quantities, but a ceiling of no more
than 20 per cent of the total in-quota quantity iddee established in advance and published as part
of the allocation notification procedures. Allacat certificates would be valid for product arrigin
between 1 January and 1 September. The date ighlawould be defined in accordance with
Article 5 of the implementing regulations of thestams Law of Chinese Taipei as currently in place.
Upon request and proof of signed contract befosefdtember, MOF would automatically extend the

validity date of the certificate to cover produatsiving on or before 31 December.
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30 With respect to the reallocation of unused alions under System 1, the representative of
Chinese Taipei stated that in any year, if the éotif a quota allocation certificate had not coctee

for import of the holder’s total allocation by 1@ember, the unused portion of the allocation would
be reallocated on a first-come, first-served basitie date of re-issue would be no later than 15
September. The re-issued allocation certificateslavbe valid for products arriving on or before 31

December.

31 The representative of Chinese Taipei stated &ftr the first two years, and in each year in
which allocations were made under System 1, apypbctor an allocation of the quota would receive
an allocation at least as large as the averagleechmount actually imported by the applicant in the
prior two years. Any remaining quota amounts areases in the quota amount would be allocated
on a first-come, first-served basis. any and asfecharges, deposits, duties, etc. associatedtvéth
allocation process would be made explicit in thgasde public notification process, and with the
exception of ordinary customs duties, would be cemsarate with the cost of the services rendered.
A performance bond would be required to ensure ¢etmptilization of the allocations. The bond
would be returned to the applicant after the applicimports its allocation before its allocation
certificate expires. The bond would not be set kvel which could deter full utilization of tidRQ

or otherwise restrict trade.

System 2

32 In relation to quotas of red bean, liquid mildgpeanuts, under System 2, the representative
of Chinese Taipei stated that the initial distribotof allocations would be distributed once a year
Allocations would be established for commercialigble shipping quantities, but a ceiling of no more
than 20 per cent of the total in-quota quantity lddae established in advance and published as part
of the allocation notification procedures. Theallecation process would commence immediately
after a period of twenty-one days for notificatioAllocations would be made through a competitive
process. An applicant would need to bid by maibider to obtain its allocation. Bids submitted
would be arranged in a priority order accordinghe premium of the bid, which is the amount a
bidder is willing to pay for each unit of the alkdon it bids for. Quota would be allocated insthi
order until filled. In situations where some bwffer the same amount of premium and the quota
available were not sufficient to fill each of suwmlds, the quota would be allocated opra rata basis.
Successful bidders for allocations would be regliceobtain their allocation certificates by payeng
non-refundable premium within thirty days. The M®@ieuld re-allocate the allocations of those
failing to pay the premium accordingly. Such reedition process would commence immediately

after a period of twenty-one days for notification.
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33 Concerning the reallocation of unused allocatiomder System 2, the representative of
Chinese Taipei stated that except otherwise pealvfdr in the preceding paragraph, by 1 September,
the unused portion of the allocation, would bdloeated through a competitive process. The dhte o
re-issue would be no later than 15 September. &hsesued allocations would be valid for products

arriving on or before 31 December.

System 3

34 Concerning quotas of garlic bulbs, dried shatadtried day lily, young coconut, betel nuts,
pineapples, mangoes, shaddocks, persimmons, dmegers and longan pulp, sugar (private sector),
mackerel, carangid, and sardine (herrings)), uiglatem 3, the representative of Chinese Taipei
stated that the annual distribution of allocationuld be divided into one to four segments for
distribution. Allocations would be established fmwmmercially viable shipping quantities, but a
ceiling of no more than 20 per cent of each segmentd be established in advance and published as
part of the allocation notification procedures. alidition to the announcement made in the previous
year on the number of segments and the quantigaoh quota segment announcements would be
made twenty-one days in advance of the start ofafhication period for each segment amount.
Allocations would be made through a competitivecess. An applicant would be required to to bid
by mail in order to obtain its allocation. Bidsbsuitted would be arranged in a priority order
according to the premium of the bid, which is timecant a bidder would be willing to pay for each
unit of the allocation it bids for. Each segmehtiee quota would be allocated in this order until
filled. In situations where some bids offer the saamount of premium and the segment of quota
available were not sufficient to fill each of sugids, the segment of quota would be allocated on a
pro ratabasis. Successful bidders for allocations araired to obtain their allocation certificates by
paying the non-refundable premium within thirty slayThe MOF would re-allocate the allocations of
those failing to pay the premium accordingly. Sue@hallocation process would commence

immediately after a period of twenty-one days fotification.

35 The representative of Chinese Taipei noted éxaept as otherwise provided for in the
preceding paragraph, by 1 September, the unusddtmpaf the allocation would be reallocated
through a competitive process. The date of reeissauld be no later than 15 September. The re-

issued allocations would be valid for productsvang on or before 31 December.

36 The representative of Chinese Taipei statedttimhew Tariff Rate Quota system described
in paragraphs 27-35 above would be implementechbydaite of Chinese Taipei's accession to the

WTO. The Working Party took note of this commitrhen
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37 The representative of Chinese Taipei statedwithta view to maintaining a transparent and
open TRQ administration system, upon request from WTO Member, Chinese Taipei would
consult with the Member on the administration ofd B ensure that the quota would be allocated in
a transparent, equitable, and non-discriminatorpmaa and the quota would be fully utilized. The

Working Party took note of this commitment.

38 Some Members of the Working Party expressederanthat Chinese Taipei's intention to
allocate tariff quota access by competitive proegssay not be consistent with Chinese Taipei’s
tariff commitments. While acknowledging that theras discussion taking place within the WTO on
the legality of auctioning or tendering of marketess entitlements, these Members were of the view
that premiums associated with this method of atiocarepresented charges imposed on or in
connection with imports that were inconsistent wethmmitments undertaken by Members under
Article 11:1(b) of GATT 1994. These Members souglssurances that Chinese Taipei would modify
its tariff quota allocation system should it be d@strated in the WTO that charges associated with

allocation by competitive processes were WTO inistest.

39 The representative of Chinese Taipei statedshatild it be demonstrated in the WTO that
charges associated with allocation by competitnaegsses were WTO inconsistent Chinese Taipei
would promptly modify its tariff quota allocatiorysgem to bring it into conformity with WTO

requirements. The Working Party took note of themamitments.

Other Fees and Charges (Article 11:1(b))

40 The representative of Chinese Taipei stated é¢xaept as provided in the Schedule of
Concessions on Goods (Part | of Annex | to the DPabtocol of Accession of Chinese Taipei) all
other fees and charges covered by Article 11:1fodhe GATT 1994 would be bound at the level of

Zero.

Fees and Charges for Services Rendered

41 The representative of Chinese Taipei said thexetwere no taxes, charges or fees levied on
imports only. The trade promotion fee authorized tbe Foreign Trade Act had a ceiling of
0.05 per cent, and was levied on all imports amubes exclusively to promote import and export
trade. He stated that the Trade Promotion Feeawasy small charge, no more than 0.05 per cent of
customs value (currently only 0.0425 per cent),liegpto both imports and exports to fund trade
promotion activities. He added that in additionngort tariffs and taxes applied equally to imgort

and domestic products (e.g., the Commodity TaxWA&, and the Alcohol and Tobacco Tax), the
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Harbour Construction Dues and the Trade Promotiea Were the only charges applied to imports.
In response, some members of the Working Partgdstaiat the Trade Promotion Fee did not appear
to be consistent with Article VIII of the GATT 1994In response to questions concerning the
Harbour Construction Due, the representative oh€e Taipei explained that the customs authorities
collected a Harbour Construction Due for goods ramgeChinese Taipei through ports. The levy,

introduced in 1948 to fund harbour expansion antht@aance, was imposed at the fixed rate of 0.4

per cent and did not apply to inter-island trade.

42 Some members of the Working Party stated tlet tlonsidered that this levy and fee were
inconsistent with Article VIlI(1)(a) of the GATT B2. These members of the Working Party
considered that the levy and fee discriminated resjaimports because they were only applied to
imported goods and not to like domestic productstaey were not in conformity with Article 11l of
the GATT 1994. Some members of the Working Paoipted out that thed valoremnature of the
Harbour Construction Dues and the Trade Promotim Rade it impossible for them to reflect the
approximate cost of the services rendered. Theeseptative of Chinese Taipei said that both the
Harbour Construction Dues and the trade promotgenapplied to imports as well as exports. In his
view, the Harbour Construction Dues could be tikate an internal tax or a service fee to improve
port facilities and services. Chinese Taipei cdesed both the Harbour Construction Dues and the
trade promotion fee to be service fees as contesgplander Article VIII of the GATT 1994. He
acknowledged that 25 per cent of the Harbour CooBtn Dues proceeds were used to provide
financial assistance to the cities where the habave located. Upon accession to the WTO, the
revised Commercial Port Law would require that aeyenue generated through the Harbour

Construction dues be used exclusively for the dgraknt of commercial harbours.

43 Some members of the Working Party stated tlealetty of 0.4 per cent was a revenue charge
to fund harbour up-keep and expansion based onrtmxation, and was not a charge for specific
services rendered. This levy and the trade pramdie should be brought into conformity with
GATT 1994 in advance of Chinese Taipei's accessiorhe representative of Chinese Taipei
responded that a transitional period would be reguio bring the levy into conformity with Article
VIII of the GATT 1994. The representative of ClereTaipei stated that after reviewing the
comments made by Working Party members, and subjeeigreement on a transitional period,
Chinese Taipei had decided to bring the Harbours@oation Dues into conformity with Article VIII

of the GATT 1994. He added that the Trade Promokee would not be revised because it was
considered in conformity with GATT 1994 Articled,land VIII. In addition, neither charge would

be increased in its level of application, or in@ddn the taxable base of imports for the purpages
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applying domestic taxes such as the Commodity THx.equested, Chinese Taipei would consult

with the Members concerning the effect of thesesuess on their trade.

44 The representative of Chinese Taipei confirntest the Trade Promotion Fee would be
applied in conformity with WTO obligations and wdutot exceed 0.05 per cent of the customs value

of the good. The Working Party took note of thesemitments.

45 Some members expressly reserved the right teuputhis issue pursuant to the WTO

Understanding on Rules and Procedures Governin§etteement of Disputes.

46 The representative of Chinese Taipei stated@hatese Taipei would require a transitional
period until 1 January 2001 to bring its Harboum&touction Dues levy into conformity with the
requirements of the WTO Agreement, particularlyrimke it a specific charge because of the need to
modify the budget plans to compensate for the ipatied revenue losses resulting from the

modification of the levy.

47 The representative of Chinese Taipei stated @anese Taipei would bring the Harbour
Construction Dues into conformity with Articles lind VIII of the GATT 1994 by 1 January 2001.
The Harbor Construction Dues would be based ordkeof the services provided and not applied on
an ad valorembasis. The Harbour Construction Dues would als@jplied to all trade, including
inter-island trade. Within the same time-framer@be Taipei would exclude these charges from the
valuation base for the application to imports omestic taxes, such as the Commodity Tax and the
Tobacco and Alcohol Tax. During this transitiopatiod, the Harbour Construction Dues would not

exceed 0.4 per cent of the taxable base. The WpiRRarty took note of these commitments.

Internal Taxes Applied to Imports

48 In response to questions, the representativehofese Taipei stated that VAT, Commodity

Tax, tobacco and alcohol monopoly tax were apmgaklly to imported and domestic products.

Commodity tax

49 Some Working Party members sought informatiomfChinese Taipei on the application of
the special commodity tax. In response, the remtesive of Chinese Taipei said that the tax was
imposed on imported goods at the time of importatand on like domestic goods upon their release
from the factory. For imported goods, the amounthe commodity tax was the taxable value
established in accordance with the Customs Impeutiffl plus customs duties, plus harbour

construction dues multiplied by the tax rate. [Eomestic goods, the amount of the tax was
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calculated on the basis of one of two methods. fireemethod applied when the manufacturer sold
products through wholesalers or if the manufactwas paid to manufacture the products for others.
The second method considered a 12 per cent promabtexpense. The goods subject to the
commodity tax were: rubber tires, cement, machimelencool drinks, flat glass, oil and gas, certain
electric appliances and motor vehicles. Chinegpel#elieved that many Working Party members
had similar practices. He noted that the 12 pet pomotional expense represented a manufacturer's
typical promotion expense. The tax allowed a dedocof 12 per cent for promotional expenses
when goods were circulated not through an exclusitelesaler or distributor. Chinese Taipei
considered that it treated imported goods the sasrtbe goods sold through distributors, and did not
discriminate against imports. The commodity tas wmaspecial excise tax. The determination of the
tax base had taken into account common practiddse 12 per cent deduction only applied if the
domestic sales were not through a sole distributortesponse, some Working Party members noted
that a critical consideration in the application tbfs internal tax was consistency with national

treatment and other WTO obligations and the avaedani subsidization.

50 Some members of the Working Party were of tee/\that the basis for the application of the
commodity tax to imports was artificially inflatduecause the tax base of domestic and imported
goods were different. Domestic goods were assessah ex factory basis, excluding the cost of
delivery and transfer of the goods to the wholekalel whereas the base for imported goods was the
import value plus transportation, insurance ancemotustoms charges and customs duty. They also
noted that domestic goods profited by having antadal 12 per cent deduction for promotional
expenses prior to the calculation of the tax. €heembers of the Working Party considered that
Chinese Taipei should address the central issueqoél application of the tax. The bases for
calculation of the tax were inequitable, and theorporation of a 12 per cent differential in the
valuation of imports and domestic products basetherconcept of promotional expenses could not
be justified, and should be eliminated prior toemston. Those members considered that due to the
different tax bases, the tax was applied in a mativa were not in conformity with Article 11l ohe
GATT 1994. They stated that Chinese Taipei shalichinate by the date of its accession any
domestic tax measures or methods of applying damestes whose applications vary according to

whether the items are locally manufactured or irtgzbr

51 The representative of Chinese Taipei statedftbat the time of Chinese Taipei's accession,
changes to the Commodity Tax would modify the Hasé¢he tax. From that date, the tax would be
calculated on the basis of the sale price. Theate was the manufacturer's wholesale pricéhier

current month; if the manufacturer sold directlyrétailers, wholesale profit could be deducted from

the selling price. Deductible wholesale profiteratas determined on an industry-by-industry basis.
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Imported goods were taxed on the basis of theirv@alke and therefore were not eligible for the tax
adjustment. He further added that in order to ksgpighe treatment of domestic and imported
products, prices of domestic manufactured goodd dokctly to retailers contained elements of
wholesale profits which were not included in the b@se. He further stated that the current practic
of assessing the commodity tax based upon engapadement of automobiles and the licence plate
tax was fully consistent with Article 11l of the GA 1994. Some members of the Working Party
were of the view, however, that application of & taased on characteristics such as engine

displacement coulde factodiscriminate against imports.

52 The representative of Chinese Taipei stated @abese Taipei would amend its laws to
remove the 12 per cent allowance provided when goeere circulated not through an exclusive
distributor, and would use selling prices as theebfar levying the commodity tax. He further stite
that Chinese Taipei would eliminate by the daté&soficcession any domestic taxes, tax assessment
methods or application of them which was incongisteith Article 1l of the GATT 1994. The

Working Party took note of these commitments.

Business Tax: Gross Business Receipt Tax and VAT

53 Some members of the Working Party asked Chifageei to describe the application of the
business tax, its scope and level of applicatibe, portion of the tax revenue accounted for by
imports, etc. In response, the representativehonése Taipei said that Business Tax applied to the
sale of goods and the rendering of services. &kewvas levied in two forms. The first form was a
general sales tax which applied to the businesssafrance, banking, investment trusts, securities,
agricultural wholesale, pawn shops and small bssimperators. The second form, a VAT business
tax, applied to all other businesses. The VAT wepglied at the rate of 5 per cent, to both domestic
and imported products. All goods, both domedifcalanufactured and imported, were generally
taxed at the point of sale. Revenue from both skindl tax imposed on imported goods had
represented 1.98 per cent of total tax revenu@@y 11 July 1996 to 30 June 1997). Chinese Taipei
considered that the imposition of the tax at thmtpof sale simplified the procedure by levying the
tax on the taxable goods' imported value and tlpoiters' added value jointly, rather than separatel
However, in some cases, to minimise tax avoidamgmited goods were subjected to business VAT
at the time of importation. The reason for thiswlat if business VAT was levied at the time désa

it was possible that certain imported goods witttipalar end uses could avoid payment of the tax, i
motor vehicles imported for personal use, or googsorted by a financial institution. He further
noted that because the tax paid on inputs couldeoeicted from the tax paid on outputs collected

from purchases, goods imported for use and googsried for resale were not differentiated at the
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time of importation. In relation to the tax baee ¢alculation of the amount of business VAT pagabl
the representative of Chinese Taipei noted thabrted goods were taxed on the basis of the customs
duty paid value plus the commodity tax, if applieab The harbour construction dues would be
removed from the tax base. If the commodity tas wayable, the commodity tax formed part of the
value added, and was counted as the tax baseddruginess, whether the goods were imported or
manufactured domestically. In addition, the bussnamporter could deduct the input tax from the
output tax and was only taxed for the value adadethé goods. Therefore, there was no double
counting or "tax-on-tax". He added that Chinesgdiaafter examining whether all goods could be
taxed at the time of importation, had found thatvdts common practice in those economies which

imposed VAT to levy the tax at the time of impoidat

Monopoly tax on tobacco and wine

54 Some members of the Working Party sought inftionaon the monopoly tax for tobacco,
wine, spirits and beer. In their view, there waseaious transparency problem in this sector. In
response, the representative of Chinese Taipeirawed that imported tobacco and wine were subject
to a Monopoly Tax, in lieu of customs duty, harbatonstruction fees, commodity tax and
value-added business tax. The Monopoly Tax impa@sedomestic tobacco and wine products was
assessed on ad valorembasis, equivalent to the operating revenue minlusekevant cost and
expenses of the Taiwan Tobacco and Wine Monopohe®u (TTWMB) and was considered a sales
tax. On average, imported tobacco and wines webgest to the Monopoly Tax at the rate of
approximately 120 per cent of the import price. M@amembers of the Working Party requested that
Chinese Taipei provide information on cost of pmithn, and indicate how the TTWMB's
methodology to determine the tax rate complied wigh GATT 1994, in particular Articles I, 11, X,
XI, XVI, and XVII, a list of the taxes applied taports, their negative rates, the value basis #s we
as the methodology used to determine that domesiscco, spirits and wine were subject to a tax

rate of approximately 185 per cent of cost.

55 Some members of the Working Party reiteratedt tfmscerns in relation to the operation of
the Monopoly Tax scheme, particularly in relatiam the lack of sufficient transparency in its
operation. Without the availability of data to @ahte domestic costs, it was not possible to
accurately determine whether the Monopoly Tax wasaby applied to domestic and imported
products. In their view the Monopoly Tax appeai@tave a greater impact upon imported products.
They did not consider Chinese Taipei's explanatiohshe methodology used to determine the
Monopoly Tax adequate, substantiated and verifialtlieavas not possible to conclude that domestic

and imported products were taxed in an equivaleahrmar. As there were large discrepancies
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between the rates quoted by Chinese Taipei anthtbemation available to national authorities, it
also appeared that the tax system was discriminatbhese members stated that no transition period
would be appropriate. Chinese Taipei should ei¢hieninate the Monopoly Tax on imports of wine
and distilled spirits immediately upon accessiorraplace the Monopoly Taxes with reasonadie
valoremimport duties, and ensure that internal taxesiepm@qually to domestic and imported wine
and spirits. These members of the Working Paggtieed with the view that a system for #uke
valorem taxation of domestic goods based on net profitshef TTWMB could be considered as
equivalent to a specific tax on imported goodsapjpeared to these members that due to the lack of
transparency mentioned above, there were problanassessing the consistency of the Monopoly
Tax system with the GATT 1994. Nevertheless thendpmly Tax for imported wine, cigarettes and
distilled spirits was significantly higher than tle&ective tax rate for similar domestic produats i
breach of Article Il of the GATT 1994. These menbrequested, therefore, that the operation of
the TTWMB be altered prior to Chinese Taipei's as@, to enhance transparency and to operate in
a manner consistent with the provisions of the GABB4. The official monopoly plan ought to be
liberalised and the trade impact of the plan fuyiewed prior to accession. The representative of
Chinese Taipei said that due to the alteratiorhefdcheme over recent years, the Monopoly Tax on
imported products tended to be lower than the faplied to domestic products. In any event, the
Legislative Yuan was determined to repeal the tobaand wine monopoly system. Alcohol and
tobacco products were classified according to prhdn methods and other features, with different
tariff rates and taxes applying to different praduc Classification and tariff and tax rates were
carefully monitored in order to ensure that no miismation occurred between domestic and imported

goods.

56 Some members of the Working Party asked thatilsidbe provided of the scheme which
would replace the Monopoly Tax and reiterated thattransitional period was appropriate for a
situation which was in clear breach of Article & the GATT 1994. The representative of Chinese
Taipei responded that public hearings had been eeth) and a plan had been developed. He
provided the Working Party with a summary of thioma plan and said that he considered that the
future regime would improve trade in alcohol anbacco products. The new scheme would be
implemented six months after Chinese Taipei's a&ioesor, if the Legislature gave its approval
before accession, the new system would becometieEesix months after the implementation of the

new laws.

57 The representative of Chinese Taipei stated tpain accession, the Monopoly Tax would be
abolished and that tobacco and alcohol productdduoe subject to (i) import duties as reflected in

Chinese Taipei's Schedule of Concessions (ParAhoéx | to the Draft Protocol of Accession) in the
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same manner as other imported products, (ii) thadco and alcohol tax, and (iii) business tax. The
representative of Chinese Taipei also stated that the date of accession internal taxes and charge
of whatever character related to trade and didighuof alcohol and tobacco products would be
applied equally to domestic and imported produictsiuding with respect to domestic distribution

and sales of these products without regard towreeoship of the enterprise. The Working Party took

note of these commitments.

Quantitative Restrictions

Area restrictions

58 In the early stages of the Working Party, somambers noted that discriminatory area
restrictions were imposed on many products: (i)chea: limited to imports from Europe and the
United States; (ii) lemons and limes, grapes, pluwisole ducks, turkey cuts: issuance of import
licenses was suspended except for imports fronUthieed States; (iii) oranges and other mandarins,
including tangerines and satsumas, and grapefimifgorts from the United States were free, imports
from South Africa were limited in quantity; (ivpples: imports from the United States and Canada
were free; imports from other areas were subjecjuntitative restrictions. In response to recest
from Members for updated information on area restms, the representative of Chinese Taipei
stated that as of May 1999, (i) peaches: limitedjports from Europe and the United States, imports
from Australia and New Zealand were limited in giitn (i) lemons and limes: limited to imports
from the United States; imports from Argentina, #haka and European Union were limited in
quantity; (iii) grapes: limited to imports from thénited States; imports from Chile were limited in
qguantity; (iv) plums: limited to imports from thenifled States; imports from Australia, Chile and
New Zealand were limited in quantity; (v) whole dacturkey cuts: issuance of import licenses was
suspended except for imports from the United Stdtes oranges: imports from the United States
were free, imports from Australia, European Unionl &outh Africa were limited in quantity; (vii)
other mandarins, including tangerines and satsuimngsorts from the United States were free,
imports from European Union and Japan were limieguantity; (viii) grapefruits: imports from the
United States were free, imports from Argentinastfalia and South Africa were limited in quantity;
(ix) apples: imports from the United States andd@nwere free; imports from Argentina, Australia,
Chile, European Union, France, Japan, New Zealard South Africa were limited in quantity.
There were also restrictions on cigarettes anddodh agreements on the importation of beer, wine
and cigarettes. In the view of some Members, tiea aestrictions and similar exclusive access
accorded for additional agricultural products weiseriminatory trade measures inconsistent with the

GATT 1994 and, in particular, the MFN principle.hdse members emphasized that there was no
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justification to permit the continuation of suclsdiimination. Chinese Taipei should eliminate thos

measures from the date of its accession to the WTO.

59 In response the representative of Chinese Tagueli that the area restrictions and similar
measures operated to maintain the diversity inotiigin of imports and to maintain trade balances
with certain areas, or to facilitate agriculturstracturing. Only a small percentage of industaiadl
agricultural products were subject to the discramamy restrictions. Area restrictions for alcoholic
beverages and cigarettes had been eliminated eptei8ber 1994. The tariff rate quotas offered as a
liberalization measure to be implemented after sgioe for certain agricultural products and certain
fish products would be distributed as describeghanagraphs 27-35 through procedures consistent
with the relevant provisions of GATT 1994 and thgrédements on Agriculture and Import Licensing

Procedures.

60 With regard to automobiles, some members notledt tChinese Taipei's Import
Regulation 209, provided that only motor vehiclesf "Europe and the American Continent" may be
imported into Chinese Taipei. The representativ€linese Taipei agreed that this restriction was
discriminatory. It was imposed pursuant to the ohubbile Industry Strategic Development Plan.
Chinese Taipei's car industry was currently nobapetitive one, as the size of the market was not
substantial enough to allow for economies of scdlke total production value in 1992 was US$8.2
billion, representing 5 per cent of the total prctitn value of the whole manufacturing sector.
Workers directly employed in the car industry weréhe number of 120,000. A sudden opening of

the market would result in serious economic andaspcoblems.

61 Some members of the Working Party stated tharsitional period was not appropriate, and
that the area restrictions on automobiles shoulelbeinated prior to accession. In response, the
representative of Chinese Taipei undertook to elta the area restrictions on automobiles. Up to
now the liberalisation of car imports had proceedsdollows: (i) heavy trucks could be imported
freely from February 1994; (i) passenger carslccdae imported without quantitative restrictions
from North America and Europe (excepting Easterrofe). Passenger cars from other areas were
currently under either quantitative or area restms; (iii) light trucks and station wagons coudd
imported freely from North America and Europe. brtg of light trucks and station wagons from
other areas were currently under either quantéativarea restrictions. He assured the WorkintyPar
that it was not the intention of Chinese Taipeietmploy measures not permitted by the WTO
Agreement, such as voluntary export restraintstioerogrey area measures to liberalise automobile

imports.
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62 At the request of some members of the WorkingyPthe representative of Chinese Taipei
provided a comprehensive listing, covering botkfftand non-tariff measures, of all trade prefernc

in force. He added that once area restrictionsewaiminated, there would remain no trade
preferences extended on a bilateral basis. Thegeptative of Chinese Taipei assured the Working
Party that area restrictions would be brought imboformity with the requirements of the WTO
Agreement. He confirmed that area restrictions dmoholic beverages and cigarettes had been

eliminated from 1 September 1994.

63 The representative of Chinese Taipei stated dinea restrictions applying to imports of
certain passenger cars and certain small commexahicles, certain automobile chassis and
motorcycles would be eliminated upon Chinese Tamaicession to the WTO. Passenger t¢igi,
commercial vehicles and certain fish products vileeeonly industrial products that would be subject
to tariff-rate quotas after WTO accession. Foispager cars and light commercial vehicles, thé tari
rate quotas would be increased at the annual fa2@ percent. If Chinese Taipei became a WTO
Member before or on 31 December 1999, the tart# cuota system would be eliminated no later
than 31 December 2006. If Chinese Taipei accedethig WTO on or after 1 January 2000, the
transition period of the tariff rate quota systewwd be eight years after the accession year.&Shin
Taipei also undertook that upon its accession, gaictions on agricultural products, except ypun
coconut which will be subject to tariff rate qugtasould be eliminated. These tariff rate quotas
would be administered in a manner consistent wieh requirements of the WTO Agreement, in
particular the Agreement on Agriculture, the Agreaton Import Licensing Procedures and GATT
1994. The Working Party took note of these comraitts.

Import Licensing

64 Several members of the Working Party noted higbrically Chinese Taipei had maintained

a complex network of non-tariff measures consistfigjuantitative restrictions affecting some 27
items, non-automatic import licensing affecting ®0846 items, including 27 items which were
subject to quantitative restrictions and standamdpections, quarantine, labelling requirements, et
These members requested detailed information os¢chemes. Some members added that the bans
on liquid milk, rice, passenger cars equipped wli#sel engines and motorcycles of 150cc or more,
applied by Chinese Taipei were inconsistent with@\@bligations and would have to be eliminated.
These members requested that Chinese Taipei etienipgor to accession to the WTO, all import
restrictions inconsistent with the GATT 1994 and WTO Agreements, in particular the Agreements

on Agriculture, Sanitary and Phytosanitary Measares Technical Barriers to Trade.
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65 In response, the representative of Chinese iTageé that a system of licensing had been
operating in relation to the importation of certgwnoducts that consisted of area restrictions,
discretionary licensing and import controls. Augdiuo licensing operated to grant an import license
without requiring the Customs to screen the goddiscretionary licensing required that the Board of
Foreign Trade issued import licenses for certaodpcts, following approval by consent letter of the
relevant agencies. In the case of such produssCobuncil of Agriculture, Industrial Development

Bureau, Department of Health, Department of Envmmental Protection and other agencies were
required to consent to the issue of licenses fah lmport controls and discretionary licensing in

respect of products falling within their respectjugsdictions. Once the importation was approved,

the Board of Foreign Trade issued an import license

66 The representative of Chinese Taipei stated dbaa result of the concerns expressed by
members of the Working Party, Chinese Taipei haddee to establish a "Negative List" system.
The Negative List system would streamline the ingtayn process and replace all pre-existing
licensing requirements, except in cases where tbeupt had national security, public order, public
health, or environmental protection implication¥he Negative List would result in the issuing of
licenses by the relevant agencies according tdgttve standard, and in a transparent manner. He
noted, however, that some items on the automatmsie list would become subject to quantitative
restriction or import ban under the Negative Liggtem, due to the re-categorisation of those items.
For products subject to import monopolies, condetters would only be granted to importers
enjoying an import monopoly. The procurement pcast of the government agencies enjoying the

import monopoly would be made consistent with AetiVII of the GATT 1994.

67 The representative of Chinese Taipei outlinedadiperation of its Negative List system under
the June 1997 version as follows. Items weredigteeither Table | (Table of Commodities Subject
to Import Control) or in Table Il (Table of Commtids Subject to Conditional Import). Items listed
in Table | could not be imported unless speciappraved by the Board of Foreign Trade or other
relevant authorities, which were listed in ImporédRlations 111/112. Items listed in Table I
required that an import license be issued prioimportation, by the Board of Foreign Trade or its
designated licensing banks i.e. Import Regulatii?is’122. Tables | and Il constituted the Negative
List. In respect of items that had previously iieegh a license issued by the Board of Foreign Trade
but were not retained in the Negative List, if tivegre subject to administration requirement, which
had no trade restriction effect, the Customs weggired to carry out an inspection to determiné tha
all requirements for importation were fulfilled. ha@ items subject to that requirement were listed in
the "List of Commodities Entrusted to Customs foipbrt Examination” ("the Entrusted List"). The

Entrusted List was published together with the Niggalist in a consolidated volume arranged by
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HS Code number. The Negative List and the Entdukist each accounted for 8 per cent of tariff
lines, the remaining tariff items were free of tregjuirement. Items contained in Table | were ettbj

to general import bans, which in respect of mostdpcts were justified under Articles XX and XXI

of the GATT 1994, whilst others were required t@tpct domestic sectors. In the case of bans
necessary to protect domestic sectors, an entitierite import the necessary quantity could be
auctioned when domestic production fell short ahdad. He stated that upon accession, the items

listed in Table | could be moved to Table II if ga® or tariff quotas are used as transitional nreasu

68 In response to further questions from memberh@fWorking Party, the representative of
Chinese Taipei explained that the decision whethgroduct should be included in the Negative List
was taken by government agencies. The legal Wesigicluding items in the negative list was
Article 11 of the Foreign Trade Act, which permittehe imposition of a restriction if the restrigtio
was necessary to fulfil obligations under interowdil treaties or trade agreements, or for national
defence, social security, culture, human healtljrenmental protection reasons or to implement
specific policies. After accession the inclusidmew items would be subject to a review procedure
to ensure WTO consistency. Although the legistatibd not specifically provide for interested
parties to make representations concerning theisiart of an item in the negative list, existing
practice permitted such representations to be nbad#ecision makers. The practice of inviting
interested parties to express their view when dangig changes to the Negative List would be
continued. Following accession to the WTO, the benof items included in the negative list would
be substantially reduced; inclusion of new itemsildie subject to a review procedure to ensure
WTO consistency. He also noted that the effethefrecent Foreign Trade Act was to limit the types
of considerations required to be taken into accdynadministrators when deciding whether items

were to be included in the Negative List as suldgctew import licensing requirements.

69 Several members of the Working Party indicated all bans and restrictions set out in the
Negative List, and the requirements for importrsiag being issued by more than one regulatory
agency should, be brought into full conformity witte WTO Agreement, especially the Agreement
on Import Licensing Procedures. In particular, @mwher of the Working Party noted that some of
Chinese Taipei's stated reasons for restrictiothsidi appear consistent with WTO requirements, e.g.
restrictions required to protect domestic sectdrsis member requested specific justificationsaioy
import restrictions maintained or imposed in theufa. A general statement that import bans, which
in respect of most products were justified undeichkes XX and XXI was insufficient to evaluate any
commitment. In response, the representative ohé€da Taipei noted that although the Agreement on
Import Licensing Procedures allowed Members to hen@e than one import licensing entity,

Chinese Taipei would work towards a system thatired import licenses to be obtained from one
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regulatory entity only. Some members of the Wagkitarty said that all import bans, quantitative
restrictions import licensing restrictions, and esthnon-tariff measures inconsistent with the
requirements of the WTO Agreement would have tellmeinated prior to Chinese Taipei's accession.
Some members of the Working Party said that if €senTaipei believed that certain of its import
bans, quantitative restrictions and administratreguirements were not inconsistent with the
provisions of the WTO, the onus was on Chinesedidagpdemonstrate this. They requested Chinese
Taipei to modify this list to show: the precise cigstion of the product affected by HS number, the
measure or measures applied to each, the speciffo Wovisions which justified the maintenance of
the measure or measures and the responsible agdhdorder measures were to be justified to
enforce Technical Regulations or Sanitary and Payitary Measures, the table should also show the
relevant national standard(s) and any internatistaldard(s). The Working Party would then be in a
position to examine the matter further. The repméstive of Chinese Taipei stated that a table
containing the justifications for placing items thie Negative List would be submitted to the Working

Party.

70 The Consolidated List of Commodities Subjectlrtgport Regulations and Commodities
Entrusted to Customs Import Examination is referieeth Attachment D to this Draft Report. The
representative of Chinese Taipei undertook to nalfy changes introduced to the Consolidated List
in accordance with the Agreement on Import Liceggmocedures. The Working Party took note of

these commitments.

71 In response to a request that Chinese Taipdupmoa plan for the elimination of quantitative
or other non-tariff measures on fish, the repregem of Chinese Taipei stated that Chinese Taipei
would eliminate all quantitative restrictions omsle products from the date of accession, withdhe s
exception of import bans on mackerel, carangid satlines. The existing import controls for
mackerel, carangid and sardines would be replagerdf quotas which would be distributed, as
indicated in paragraphs 27-35, through proceduoesistent with GATT 1994 and the Agreements

on Agriculture and Import Licensing Procedur8he Working Party took note of these commitments.

72 Some members of the Working Party noted theirmoed application of non-tariff measures
to imports of certain yachts and recreational fighvessels and a ban on the importation of
motorcycles, including those with reciprocatingeimmial combustion piston engines of a cylinder
capacity exceeding 150cc. These members of th&kiwgpParty stated that the restrictions were not
justified under the WTO Agreement. In additionmsomembers noted that Chinese Taipei had not
developed appropriate emission standards for mpt@s over 150cc which in itself could preclude

effective market access even if the formal ban elasinated. Finally, those members noted that
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Chinese Taipei restricted motorcycle access oraicernajor highways in Chinese Taipei. These
issues would need to be addressed at the timeahensas eliminated to ensure effective market

access for these products.

73 The representative of Chinese Taipei stated dpain accession, Chinese Taipei would
implement a licensing system for recreational fighivessels that conformed to the automatic
licensing provisions of the WTO Agreement on Impbitensing Procedures and would require
importers to have an approved abandonment/replatdenght as applicable to domestically built
fishing boats. He also stated that Chinese Taipeid eliminate the import ban on motorcycles over
150cc six months after accession to the WTO anddwvoermit their import. At that time, Chinese
Taipei would implement emission standards for neytoles over 700cc comparable to international
standards. The representative of Chinese Taipeisthted that the restrictions on motorcycle acces
to roads would generally apply only to the two majmss-island motorways in Chinese Taipei. He
stated that restrictions on motorcycle access adsavould not be barriers to market access and that
Chinese Taipei would consult, upon request of a WWii&nber, regarding road access restrictions and
their effects. The representative of Chinese Tidiypéher stated that Chinese Taipei would eliminat
the import ban on passenger cars equipped witlelddegines two years after accession to the WTO.

The Working Party took note of these commitments.

74 The representative of Chinese Taipei said ttw@h fthe date of accession, Chinese Taipei
would apply its import licensing and quantitativestrictions regime in strict conformity with WTO
Agreements, in particular with the Agreements orriddture and Import Licensing Procedures.
Chinese Taipei would also ensure that the distobubf import licenses, quotas, tariff-rate quotas,
permits or any other means of approval for impateaoér the right of importation by central and sub-
central authorities would not be conditioned on tlwbe competing domestic suppliers of such
products exist or on performance requirements gfkamd, including but not limited to local content
or mixing requirements, the transfer of technolotfye conduct of research and development,
minimum export requirements, or on the origin otun@ of the enterprise. Chinese Taipei would
ensure that price increases, if any, in respechpbrts by state trading enterprises would be iredos
in a manner consistent with the requirements ofcltll:4 of GATT 1994 and Article 4.2 of the

Agreement on Agriculture. The Working Party toakenof these commitments.

75 The representative of Chinese Taipei said th&téSe Taipei also undertook to eliminate and
not reintroduce or apply import bans, quantitatiestrictions, licensing restrictions, or other non-
tariff measures having similar effect which were justified under specific provisions of the WTO

Agreement. He also noted that Chinese Taipei wootduse measures related to customs procedures



WT/ACC/SPEC/TPKM/2/Rev.2
Page 35

and technical product or safety standards and asgndnd phytosanitary measures as disguised
barriers to trade and that any measures applied bgilno more restrictive than necessary to

accomplish their legitimate goals. The Workingti?&wok note of these commitments.

Customs Valuation

76 Some members of the Working Party requestedrn#ton on the system of customs
valuation in Chinese Taipei. In response, theaspntative of Chinese Taipei stated that paragtaph
of Article 12-1 of the Customs Law reflected thauations in which the transaction price would not
be used as the basis of customs value. The triamsa@lue would not be used when the invoice
price did not include the cost adjustments provideder Article 12 of the Customs Law and the
importer failed to provide objective and quantifeainformation to support the price calculatiom |
addition, if the Customs had any doubts concerrhrgy adequacy or accuracy of an invoice, it
normally requested the importer to provide an axgifi@n or other evidence to substantiate the
validity of the invoice. If the importer refused give explanations or the evidence provided
contradicted the facts, and further investigationvpd that the invoice price was not the price
actually paid or payable, the Customs could deteertiat the invoice price would not be accepted as
the customs value. In such a circumstance, Arligk to 12-6 of the Customs Law provided that the
value was assessed in the following sequencelyfirtte transaction value of identical goods;
secondly, the transaction value of similar gootsgly, the deductive value; fourthly, the computed

value; and, fifthly, any other reasonable value.

77 Some members of the Working Party asked whethgrminimum import values were used
in Chinese Taipei. The representative of ChinEamei replied that although Article 12 of its
Customs Law provided for use of a duty paying vdistewhich provided a pre-determined value for
imported products, the Executive Yuan, by admiaiste order, had eliminated the pre-determined
values. The discretionary power had been elimthatethe result of the April 1997 amendment to the

Customs Law.

78 Some members of the Working Party said that smspects of the customs valuation regime
of Chinese Taipei appeared to be inconsistent iwhith requirements of the Agreement on the
Implementation of Article VII (Customs Valuation Agement) in the following respects: the
authority to use the duty paying value list or agference price mechanisms or other arbitrary éifts
prices used for customs valuation purposes on wgrial and other imports should be eliminated,
and the selection of valuation methods outside hieearchy provided in the Customs Valuation
Agreement, particularly in the case of valuationledsed and rented goods, should be addressed.

They also noted that precise WTO consistent rutegshe determination of whether parties were
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related when dealing with the customs valuatiotrarisactions between related parties were required;
and provisions giving effect to the WTO MinisteriBlecision on Customs Valuation should be

enacted.

79 Some members of the Working Party also expressedern regarding the practice of
requiring importers to post bonds for prompt cleaeof goods, in particular horticultural goods,
based on pre-determined reference prices. Theseemee prices were not established in a
transparent manner, were often changed withoutr pradice and no opportunity was provided for
comment on the rate established. In the view e§eéhmembers, this practice had the same effect as
use of reference prices to calculate duties. $poese, the representative of Chinese Taipei stated
that its use of reference prices in determiningaimount of the bond to be posted to facilitate grom
clearance of goods was not inconsistent with thed/bligations, in particular, the obligation under

the Agreement on Customs Valuation.

80 The representative of Chinese Taipei statedG@hatese Taipei would continue to improve its

current practice of requiring importers to post deifor prompt clearance of goods in order to make
the bond amount a closer reflection of the actwdlier of the goods. Any bond paid would be

refunded, if a post-clearance assessment of thernasvalue of the goods was less than the bond
amount. Chinese Taipei would, by the date of atoas adopt an equitable, transparent Customs
bonding system for any perishable fruits and vdgesasubject to such requirements that allows for
potentially frequent adjustment to the bond valogake account of prevailing market forces. The
representative of Chinese Taipei stated that thetdtns bonding system would have the the

following characteristics:

0] specific bond values would be fixed for eaclpglier country. Upon request,
Chinese Taipei Customs authorities will make atdéldo any domestic or foreign interested
party the data, the data source, and the methoglalsgd in formulating the reference price

upon which the value of the bond is based.

(i) Adjustments would be made to the specific baatles, as frequently as necessary,

to take account of prevailing international manietes, and seasonal quality consideration.

(i)  Alternative data sources would be considergthuld representatives of an exporting
country believe that more appropriate and accutata exist beyond that being employed by

Chinese Taipei in setting the bond values.
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(iv) A mechanism would be established to provatethe request of either an exporting
country or Chinese Taipei authorities, for prompihsultations should a question or concern

arise relative to an established bond value.
The Working Party took note of these commitments.

81 Responding to comments from some members ofMbeking Party detailing other areas
where the customs valuation regime of Chinese Talmenot concord with the provisions of the
Agreement, the representative of Chinese Taipdcated that these issues were addressed in the

implementing legislation for WTO accession.

82 The representative of Chinese Taipei confirniieed &amendments to bring the Customs Law
into conformity with the Customs Valuation Agreem@mould be made prior to accession, either by
eliminating the inconsistent practices or amendingent laws and regulations to bring procedures
into line with the Customs Valuation Agreement. ddafirmed that Chinese Taipei would implement
the Customs Valuation Agreement fully upon accessisthout recourse to any transition period. He
further committed that Chinese Taipei would, withviaw to resolving specific problems, upon

request, provide information to WTO Members on thethods for determination of customs

valuation of specific products and consult conaegrthe effect of Chinese Taipei's customs valuation

procedures on their trade. The Working Party tooie of these commitments.

Rules of Origin

83 Some members of the Working Party requestednmaton about the elaboration of rules of
origin in Chinese Taipei whether in the contextfidfe trade agreements or otherwise, and also
requested Chinese Taipei to confirm that its rolesrigin for both preferential and non-preferehtia

trade complied fully with the WTO Agreement on Rutg Origin.

84 The representative of Chinese Taipei said that Gustoms Law had been amended in
April 1997 to provide a legal basis for the eststinient of rules of origin fully consistent with the
WTO Agreement. The Rules of Origin on Imported @®eet out the criteria for determining origin.
The representative of Chinese Taipei stated thaheSh Taipei would ensure that its laws and
regulations relating to rules of origin are coreigtwith the relevant WTO Agreements upon

accession. The Working Party took note of this wotment.



WT/ACC/SPEC/TPKM/2/Rev.2
Page 38

Preshipment Inspection

85 Some members of the Working Party requestedrni#bon on whether the services of a
preshipment inspection firm were employed by ChenEaipei. The representative of Chinese Taipei
said that Chinese Taipei did not use pre-shipmesypdction. The representative of Chinese Taipei
noted however that Chinese Taipei had amendeddtedgn Trade Act in April 1997 to provide the
legal basis for the authority to regulate preshipimaspection activities of firms mandated by fgrei

governments.

86 The representative of Chinese Taipei statedChatese Taipei would ensure that its laws and
regulations relating to preshipment inspection woude consistent with the relevant WTO
Agreements, in particular, the Agreements on Ppesént Inspection and Customs Valuation. The

Working Party took note of this commitment.

Anti-Dumping and Countervailing Duties

87 In response to questions from members of thekiv@rParty the representative of Chinese
Taipei said that in 1984 Chinese Taipei had end@ibd Implementing Regulation on the Imposition
of Countervailing Duties and Anti-Dumping DutiesThat Regulation provided that countervailing or
anti-dumping duties could be levied on goods fotmchave received subsidies or to have been
dumped and which threatened domestic industriesthe view of Chinese Taipei the implementing
regulations had been in compliance with the requémgs of the Tokyo Round Codes on
Anti-Dumping and Subsidies and Countervailing Measuln pursuance to the 1997 amendment to
the Customs Law, Chinese Taipei undertook to retiiseRegulations to make them consistent with

the Uruguay Round Agreements prior to accessidhg®/TO and to submit them to the WTO.

88 The representative of Chinese Taipei stated, fGhinese Taipei would ensure that its
legislation on anti-dumping and countervailing datwas in full conformity with the requirements of

the WTO Agreement, in particular Article VI of GATT994 and the Agreements On the
Implementation of Article VI and Subsidies and Cmuwvailing Measures from the date of accession.
Chinese Taipei would also ensure that any anti-dognpr countervailing duties imposed on any
product after its accession were in accordance théhrequirements of Article VI of GATT 1994 and

the Agreements On the Implementation of Articleafid Subsidies and Countervailing Measures.

The Working Party took note of these commitments.
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Safequards Regime

89 Some members of the Working Party noted thabeigion in the Foreign Trade Act, referred
to as the "trade imbalance clause" permitted Chifespei to suspend trade from specific countries
because of persistent trade deficits and did netiSpally authorise the type of actions foreseen i
the Understanding on Balance of Payments ProvisstbrGATT 1994. In response to requests for
justification of this provision and measures takansuant to it, the representative of Chinese Taipe
said that, in his view, Articles XI, XlI, and XIXfahe GATT 1994 authorized the maintenance of this
particular provision of the Foreign Trade Act. Somembers of the Working Party disagreed with
this opinion and stated that the provision in goestvas not in conformity with the requirements of
WTO Agreement, in particular GATT 1994 Articlesll, XI, XII, XIlII, XIV and XIX. Following
further discussions in the Working Party, the repreative of Chinese Taipei agreed that certain

provisions of the Foreign Trade Act were incongisteith the provisions of the WTO.

90 The representative of Chinese Taipei statedithdtpril 1997, the Foreign Trade Act had
been revised to address members' concerns abotratteeimbalance clause. This clause had been
replaced with one that was consistent with ArtiXlé of the GATT 1994. The representative of
Chinese Taipei further confirmed that the provision the Foreign Trade Act would be implemented
from the time of accession in a manner conformingthe provisions of the WTO Agreement.
Moreover, the representative of Chinese Taipeiedtahat should a critical balance of payment
situation develop, Chinese Taipei would give prefiee to those measures referred to in the
Understanding on the Balance of Payments ProvistdrSATT 1994 as price-based measures to
address the situation and would maintain any measurmly so long as necessary. In the circumstance
that Chinese Taipei must resort to measures tleahair price-based, Chinese Taipei will transform
these measures into price-based measures withinrBhaafter implementing the initial measures.
Moreover, any measures taken for balance-of-paymeagons would not be used to provide import

protection for specific sectors, industries or picid.

91 The representative of Chinese Taipei stated ti@h the time of accession, the safeguards
regime would be fully consistent with the WTO Agment on Safeguards. The Working Party took

note of these commitments.

Export Requlations

92 In response to requests for information on aestrictions maintained on exports, the
representative of Chinese Taipei stated that ndymts were prohibited from export from Chinese

Taipei. Ammunition, narcotics, protected wildlif@nd strategic high-tech products were subject to
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strict export controls, and could only be exportewler special export permits. As a result of
measures adopted by importing countries, certdireroitems such as textiles were subject to an
export licensing system. In document WT/ACC/TPKBI/the representative of Chinese Taipei

provided the Working Party with a list of all prads subject to export licensing maintained to egsur

() the implementation of quantitative restrictiarrangements and voluntary restraint
arrangements;
(i) national security, the security of supply dadrtain daily necessities and important

industrial materials, including rice and salt;
(iir) social and financial policies, including natecs control;

(iv) protection of endangered species of wild faand flora, including Formosan land-

locked salmon, and white-skin sugar cane;

(V) hygiene and health, including puffer fish andles;
(vi) agricultural development, including bananas] anions.
93 In order to streamline the granting of an expiodnce, a system to permit the grant of an

automatic electronic export licence was under agpmaknt. .

Export Processing Zones/Export subsidies

94 Some members of the Working Party requestednmaion on the Export Processing Zones
(EPZs), in particular, information on the total walof trade as well as the percentage of EPZs
production. In response, the representative oh€Ye Taipei said that the EPZs were established
pursuant to the Statute for the Establishment amshdgement of Export Processing Zones. The
Statute was amended in 1999 and thereafter renawethe Statute for the Establishment and
Management of Economic Processing Zones. As dtrdSuport Processing Zones were also
renamed as Economic Processing Zones. InvestoteeirEPZs were entitled to the following

incentives:
(a) exemption from the following duties and taxes:

0] customs duties on imported machinery and egeiimraw materials, fuels,

commodities, components, and samples;
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(i) commodity tax on the exported or imported prots, machinery and equipment,

raw materials, components, and samples; and

(iir) deed tax on the newly built standard buildsngacquired from the EPZs
Administration or the buildings legally acquiredrn the EPZs Administration;

(b) no business tax on exported goods and theitesllabour services as well as on the goods

purchased by the export enterprises;

(©) due to the exemption from taxes or duties, therg ammexemption from the requirement to
keep certain documents and to pay tax deposits kEtcaddition, transfers of property to

different enterprises within an EPZ were not subjje¢he business tax.

95 The representative of Chinese Taipei furthereddthat the EPZs were managed by the
Economic Processing Zones Administration, MinistfyEconomic Affairs. Various products and
services were produced in the EPZs. The reprasenta Chinese Taipei noted that there were four
EPZs in Chinese Taipei. In 1994, 96 per cent afdpction in the EPZs was exported. Under
Article 5 of the Statute for the Establishment &fmghagement of Export Processing Zones, most of
the production of the EPZs was required to be dgrpor A certain percentage of the production could
be sold on the local market, provided that it wesoeded the same treatment as imported products,
and was subject to customs duties. The produdtmn the EPZs sold in the domestic market was
subject to customs duty on the final product, noinputs into the product. If goods produced ia th
EPZs for local sale were less than 50 per cenhefannual production, the EPZs Administration
would automatically approve the domestic sale ef gbods. If the goods produced for local sale
were in excess of 50 per cent of annual productioa,approval by the EPZs Administration was
discretionary. However, no such application foprapal had ever been refused. The representative
of Chinese Taipei added that there was no locaktwmequirement for enterprises wishing to operate
in the EPZs. In the past the subsidiaries or bremof enterprises could not be located in the EPZs
In January 1990 Chinese Taipei had amended theelm®iting Regulation in order to permit
subsidiaries or branches of enterprises to beddcat the EPZs. EPZs products which entered the
domestic market accounted for only 3-4 per centhef value of EPZs total production in 1994,
6-7 per cent in 1997 and 8.19 per cent in 1998Mdy 1997 Chinese Taipei had lifted the 50 per cent
limit on local sales through amendments to theus#at Domestic sales had exceeded 50 per cent of
the production of crystal oscillators, electroniesters, voice synthesizers, capacitor parts, sgnso
etc. Around 41.6 per cent of EPZs production hewlefited from the tax exemption granted by the
Statute for Upgrading Industries.
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96 Some members of the Working Party noted thaesainthe arrangements providing for fiscal
incentives for businesses located or operatinghin EPZs appeared to be in conflict with the
provisions of the SCM Agreement and the AgreemanfRIMS. They requested further information
on the fiscal incentives offered. In response, riygresentative of Chinese Taipei indicated that
investments in the Economic Processing Zones weammpgted from customs duties and the
commodity tax on imported machinery, raw materiélgls, commodities, components and samples,
and the deed tax on the new buildings purchaseah foo otherwise acquired from the EPZs
Administration. No business tax was charged onettported goods and their related services, nor
was the business tax levied on purchases by thisepeises. These enterprises were also exempted
from applying for tax exemption, guarantee, relévaookkeeping, and paying provisional tax. He
further stated that in Chinese Taipei's view thpssctices complied with the requirements of the
WTO Agreement and did not constitute export sulksidi Their trade effect, if any, was minimal:

0.185 per cent of the total exports.

97 Some members of the Working Party noted thabitnguty and tax exemptions on goods
imported into the EPZs were provided for goods dicgctly incorporated into the exported product.
Direct taxes on the profits from the exports ofsia@nterprises were also exempted. In their view
these practices appeared to be in conflict with3#M Agreement. Those subsidies could also be
countervailable. The representative of Chinese &iaipplied that the purpose of the EPZs was to
create duty-free zones for the production of exgart order to create an environment where exports
manufactured from imported inputs need not obtaiafand of duties. This was consistent with the
obligations contained in the WTO Agreement. Thaitation on duty refunds/exemptions on inputs
directly incorporated into exported products wapliad by many developed economies, for the
purpose of administrative expediency, rather theindbobased on the theory that refunds/exemptions
of duties on imported inputs not directly incorpgedh into the exported products would unduly
increase the exporters' competitiveness and shooldbe allowed. Because the products were
primarily for export, it was therefore not necegstr limit exemptions or refunds to the extent of
products directly incorporated into the productpagked from the EPZs. In fact, in Annex Il of the
same Agreement, inputs consumed in the productiooegs, for which drawback of import charges
was allowed, are defined to cover energy, fuel @hth the production process and catalysts which
are consumed in the course of their use to obkerekported product as well as the inputs physicall
incorporated. Because the exports from the EP@Asndt receive "undue" amounts of refund or
exemption the relevant practices did not constitutibsidy. The representative of Chinese Taipei
added that the SCM Agreement Annex | "lllustrativst of Export Subsidies" did not contain the
requirement that the input be physically incorpedainto the exported product. He stated that the

exemption from corporate income tax for EPZs emigep had been abolished together with the
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Statute for Encouragement of Investment at thea#rtP90. The current tax exemption granted to
EPZs enterprises also applied to enterprises ldaaiéside the EPZs, whether or not they exported
their products, provided that they met the requeets set forth in the Statute for Upgrading
Industries. Consequently, the practice was neighepecific subsidy nor conditional upon export

performance.

98 Some members of the Working Party reiterated tihe incentives provided in the EPZ
appeared to be incompatible with the SCM Agreemeriey expected that Chinese Taipei would
ensure that sales into the market of Chinese T&ipei the EPZ would be subject to normal taxes,
tariffs, and other border measures. In additibasé members considered that Chinese Taipei should
satisfy the Working Party that the regime of theZBfas consistent with all the requirements of the
WTO concerning the treatment of goods, servicesiatglectual property. The representative of
Chinese Taipei replied that Chinese Taipei hadd#etto levy duties on EPZ products entering the
domestic market on the basis of ex-factory pricemsvalue added resulting from manufacturing or
processing activities in the EPZ, and would undert®a do so in the future. The formula to be used
in calculating the value added by the EPZ wouldcetako account the relevant practices of other
economies. Chinese Taipei hoped that the chamgtsetsystem would alleviate concerns that the
current system operated as a disincentive for BEdysts entering the domestic market. In May
1997 the Statute was amended and after the amehdihemas renamed the Statute for the
Establishment and Management of Economic Proces@amgs. In the interim, elimination of the
limits on sale of products into the domestic ecopdrad removed the requirement to export products
from an EPZ and the proportion of goods exportemnfithe zones had declined over the first six
months of 1998. While the fiscal incentives presly provided under the EPZ statute could be
considered by some members to constitute subsidigsjnation of the export requirement, in

Chinese Taipei's view, resolved this issue.

99 The representative of Chinese Taipei confirnfied, from the date of its accession, all taxes,
charges, and measures affecting imports, inclusimaprt restrictions and customs and tariff charges,
applied to imports from abroad into other part€Cbofnese Taipei would be applied to EPZ products
entering the domestic market. While customs duiveslld be applied on the basis of ex-factory
prices minus value added resulting from manufactuior processing activities in the EPZs, other
taxes, charges and measures would be based onxifaetery price. He further added that

preferential arrangements provided to enterprieeatéd within the EPZs would be extended to all
enterprises whether domestic or foreign and maiathin a WTO consistent manner, in particular

with regard to the principles of non-discriminatiamd national treatment. Furthermore, export
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requirements or incentives would not be reintroduceThe Working Party took note of these

commitments.

Internal Policies Affecting Trade in Goods

Industrial Policies Including Subsidies

100 Some members of the Working Party stated thathinese Taipei there were currently in
place a number of official industrial assistancegpams that could be considered prohibited indaistri
subsidies under the WTO Agreement on Subsidies @odntervailing Measures (the SCM
Agreement) were currently in place. These prasticeluded all export subsidies that were of the
type contained in the illustrative list set outAnnex | to the SCM Agreement (including preferehntia
tax rates and other subsidies contingent upon expsformance) and other subsidies contingent

upon the use of domestic over imported goods, @aged for in Article 3 of the SCM Agreement.

101  Some members of the Working Party said that tdemsidered that many of the industrial
promaotion plans currently being implemented by @kanTaipei acted as disguised subsidies. These
members requested that Chinese Taipei review timesesures in light of the WTO Agreement on
Subsidies and Countervailing Measures. The reptatgee of Chinese Taipei recalled that Chinese
Taipei had, as an observer, participated in thetinge of the GATT 1947 Committee on Subsidies
and Countervailing Measures. He said that Chiffeggei undertook to notify all relevant laws and
regulations in order to facilitate the Committediscussion of the industrial promotion plans.
Moreover, Chinese Taipei undertook to notify itbsidy practices according to Articles 25 and 28 of
the WTO Agreement on Subsidies and Countervailirepddires. In document WT/ACC/TPKM/8
Rev.2, the representative of Chinese Taipei subditb members of the Working Party a draft
Notification Pursuant to Article XVI.1 of the GATI994 and Article 28.1 of the Agreement on
Subsidies and Countervailing Measures. In docuMEMACC/TPKM/9/Rev.2, the representative of
Chinese Taipei submitted to the Working Party dtd¥atification Pursuant to Article XVI.1 of the
GATT 1994 and Article 25 of the Agreement on Sulesicind Countervailing Measures.

102 In response to questions about industrial digssimaintained by Chinese Taipei, the
representative of Chinese Taipei explained that $t&tute for Upgrading Industries provided
financial assistance to industry, tax exemptionaarelerated depreciation, assistance to "Important
Technology-Based Enterprises Engaged in ManufaguBusiness”, and "Important Invested
Enterprises Engaged in Manufacturing Business"e fidpresentative of Chinese Taipei explained
that to qualify as an “important technology-basetkrprise,” the following three criteria must betme

(1) products to be produced under the investmem phould belong to the ten emerging industries:
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(2) the paid-in or increased paid-in capital foe thvestment plan should be over NT$200 million;
and (3) the amount of the fund available for thechase of brand-new machinery/equipment in the
investment plan should be over NT$100 million. “lon@ant invested enterprises” include enterprises
in the manufacturing as well as services industrlasother words, the products to be produced unde
the investment plan are not limited to those oftdreemerging industries. The criteria for paiain
increased paid-in capital and the amount of fudgb@rchasing brand-new equipment/machinery are
different from industry to industry. He furtherpdained that the benefits specified in Article Stloé
Statute (conferring accelerated depreciation aétaysipplied to all enterprises, organized in tdrenf

of a company pursuant to the Company Law of Chifespei, including companies incorporated by
foreign investors or entities. He added that aflustrial sectors could be entitled to receive
accelerated depreciation for investment in strattadjustment and energy saving devices deemed
eligible pursuant to subparagraph 2 of Article § ¢bder of the Executive Yuan.) So far there had
been no applications filed under subparagraph 2rb€le 5. The representative of Chinese Taipei
said that in the fiscal 1996 the total value of tdwe exemptions or tax reductions granted, purstant

the Statute, was approximately US$0.44 billion.

103  Some members of the Working Party expressedecorihat Article 18 of the Statute for the
Establishment and Administration of a Science-Bdrddstrial Park (“SSP”) constituted a prohibited
subsidy because the business tax was exemptedstut@as of domestically produced machinery and
equipment sold to enterprises inside such an indugiark, but was imposed on imported machinery
and equipment sold to enterprises inside a pankthdir view, this constituted an import substaati
subsidy. Some members of the Working Party poiotgdhat a similar provision could be found in
Article 17 of the Statute for the Establishment aidnagement of Economic Processing Zones
(Amended Edition) (“EPZ law”). The representatofeChinese Taipei explained that the business tax
was not included in the scope of either Article df8the SSP or Article 17 of the EPZ law, that
business tax was, in fact, exempted on machinedyeguipment that was imported for non-resale.
Such imports were covered by the very broad exemgdtiom business tax under Article 41 of the
Business Tax law for goods imported by businesses‘fusiness operations purposes.” Some
members asked the Chinese Taipei representative ifvtiys was the case, was there a need for the
preceding article of the SSP, Article 17, whichersfspecifically to the business tax and exempts
from such tax imports of machinery and equipmetd apark. The representative of Chinese Taipei
explained that the provisions of Article 18 of tB8P and Article 17 of the EPZ Law were redundant
to Article 41 paragraph 2 of the Business Tax Lawespect of the business tax. The representative
of Chinese Taipei stated that the details of thegtus¢ for Establishment and Administration of a
Science-Based Industrial Park would be providetthénnotification required by the SCM Agreement.

In light of these concerns, however, the represiestaof Chinese Taipei stated that the details of
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Article 18 of the Statute for Establishment and Aaistration of a Science-Based Industrial Park and
Article 17 of the EPZ law would be provided in thetification pursuant to Article 28 of the SCM

Agreement and eliminated upon accession.

104 Some members of the Working Party noted thaiclar7 of the Statute for Upgrading
Industries (SUI) gave tax credits to industriesesting in particular regions filling criteria to be
determined by the Executive Yuan, and requestedenoformation on those criteria. The
representative of Chinese Taipei noted that therai set by the Executive Yuan were whether a
particular region was poor or the economic develapnwas stagnated relative to population, levels
of employment, transportation capacity, tax reventiee average regular income per family, and the
availability of public facilities. For this purpeseach year the counties were ranked in a publishe
list which determined levels of regional assistanGhinese Taipei submitted a draft notificatidn o
the investment tax credit provided under Article of the SUI in Annex Il of document
WT/ACC/SPEC/TPKM/8.

105 Some members of the Working Party expresseckecorabout the transparency of the criteria
used to determine which enterprises would recessstance under the Statute for Upgrading
Industries and requested information on the scopglication for tax benefits, whether they applie
to domestic and foreign investors, to all industsectors and to specific areas, as well as a
breakdown of expenditures. In response, the reptatve of Chinese Taipei said that under the tax
incentive programme, any company for establishimgreowned brand and image exceeding NT$3
million expenditure in a tax year was entitled ttaa credit of 10 per cent of the tax payable i83;9

if the expenditure exceeded NT$5 million and thenpany was authorized by the Ministry of
Economic Affairs to use the symbol of "excellendéé tax credit was 15 per cent of the tax payable.
Other tax benefits were allocated to all industsedtors or to particular industrial sectors. heeent
period the incentives under the Statute for Upgmdndustries related to the Business Income tax
had included accelerated depreciation, corporatestiment tax credit, institutional shareholders tax
credit, foreign investment loss reserves, exemptilom the mandatory distribution of profits,
deferral of income tax for stock dividends, etcnéfds had also concerned the Individuals'

Investment Income Tax, Deferral of Land Value Imgeat Tax, Stamp Tax, Deeds Tax, etc.

106  Some members of the Working Party enquired wdnedll of the criteria listed in Article 21

of the Statute for Upgrading Industries were regplito be established before a business could be
eligible for assistance from the Development Fumtiose members also requested examples of how
the Executive Yuan determined when assistance dhmipaid for "other purposes approved by the

Executive Yuan" as prescribed by sub-paragraph thaif Article. The representative of Chinese
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Taipei said that only one criteria needed to besfsad, and that sub-paragraph 6 only applied when
none of the other criteria applied. He also exmdithat the value of the revolving Fund was

approximately NT$66 billion at the end of July 1997

107 Noting that the Statute for the Developmer¥letlium and Small Businesses and the Statute
for Upgrading Industries provided for industriatémtives, some members of the Working Party
requested an estimate of their set-up amount ecent period. In response to another questien, th
representative of Chinese Taipei noted that Chiffeggei had established the Fund for Development
of Small and Medium Businesses in 1992, with al tatlue of NT$12 billion. Until March 1998, the

allocated amount of the Fund is NT$9.1 billion. rtRarmore, almost all enterprises could qualify as

small or medium sized enterprises.

108 Some members expressed concerns that the ¢al provided in connection with the

creation of internationally recognized brands cituigts an export subsidy and thus prohibited under
the SCM Agreement. Article 4 of the implementiregulations for the relevant law lists covered
expenses, which include, in part, “expenses faridtional market investigation for the development
of new products.” The representative of Chinesgpdiastated that the Regulation on Creation of
International Brands will be amended to be consisteith WTO requirements, upon accession,
without any recourse to a transition period. Anyufa programme in this area would be consistent
with WTO requirements and would not reintroducehisited subsidies. The Working Party took

note of these commitments.

109 Some members of the Working Party also notatdainong the measures to support new and
promising industries were tax concessions and itnduistrial cooperation programmes could be
applied in certain areas. Reference was also tasaithe existence of two separate steel priceslaad t
need to ensure that the lower domestic price wasis®ed to indirectly subsidize the export of steel.
With regard to steel, the representative of Chirlesipei said that besides direct export price at th
world market level, China Steel Corporation (CSQimtained a two-tier pricing in the domestic
market. The higher domestic price offered to amslis whose products were sold and consumed in
the domestic market was based on the landed, dudygrice of imported steel products. The lower
one (i.e. indirect export price), applied to custesnwho manufactured steel into final products for
exports, was based on the landed, duty-free pficeported steel products. The indirect exporteri
was aimed to ensure that CSC's pricing remainedpettive with that of imported steel. The
two-tier pricing system had been abolished in 1884 China Steel Corporation had been privatized
in April of the same year. Prices of China Steargoration's products since then had been

determined according to the market condition. &hbad been no State intervention in the
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determination of prices whatsoever. Since then dbmestic steel market had been free and

competitive.

110 Some members of the Working Party asked howneShi Taipei proposed to stimulate
development of desirable industries, particulaiighftechnology and high value-added industries.
The representative of Chinese Taipei said thatditen to the Statute for Upgrading Industries,
Chinese Taipei had eased the requirements relatinthe acquisition of land used for factory
construction and had taken steps to satisfy long teemand for industrial sites. Chinese Taipei had
also provided medium and long-term training progrees to highly qualified personnel in order to

upgrade skill levels, and had developed the nepegdaastructure pursuant to the Development Plan.

111 In response to additional questions concertiiagpecific measures taken by Chinese Taipei
to support new and promising industries, the reprive of Chinese Taipei indicated that Chinese
Taipei supported research and technological dewaop in the areas and technologies identified as
promising and major focuses of attention. The Btiyi of Economic Affairs (MOEA) gave priority
to funding scientific research and developmentchSavestment had increased yearly. The MOEA
also contracted with non-profit seeking researchituies to develop "Generic Technology" required
by promising industries. Promising industries doallso enjoy tax incentives, pursuant to Articlef8
the Statute for Upgrading Industries. Promisingustries were "Important Technology-Based
Enterprises”. Pursuant to the Statute, the scdpé¢he words "Important Technology-Based
Enterprises” was defined by order of the Execu¥iuan. In order to support industries deemed to be
“Important Technology-Based Enterprises”, the folfy steps were taken. First, the relevant
authority of Chinese Taipei determined the gentahnologies to be developed for the relevant
industries. Second, the Executive Yuan and thdslaiye Yuan would review and approve the
required budget. Third, the MOEA would enter caots with non-profit research institutions to
execute the required research. Fourth, privatepeoms might be invited to participate in the joint
development of the required technologies, or aditevaly, following development of the technology,
might be offered the technology at a market pri€dfth, the non-profit research institutions might
sub-contract specific research tasks to privatepames. Sixth, if the private companies had the
capacity to develop the required technology by #wwes, the authorities could assist them in
obtaining the necessary finance, or could provitteeroassistance. The ten promising industries
specified in the six year Development Plan wertobews: telecommunications industry, information
industry, consumer electronics industry, semi-catmhs industry, precision machinery and
automation industry, aerospace industry, advancedemals industry, specialty chemicals and
pharmaceuticals industry, medical and health catastry and pollution control industry. The eight

key technologies to support the development ofath@ve-mentioned new and promising industries
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are: optoelectronics, information software, indastrautomation, applied materials technology,

advanced sensing technology, bio-technology, regodevelopment and energy conservation.

112 In response to questions from members of thekMip Party concerning the incentives
allocated to the use of advanced technology and@ tensistency with WTO obligations, the
representative of Chinese Taipei said that in &xdio the funding of research and development by
the MOEA, funds were also allocated for technologyort or "Inward Technology Transfer".
Subsidies applied to the purchase of automatioipetgnt and pollution prevention equipment. The
subsidy took the form of a tax credit to purchaseBepending on whether the equipment was

imported or of domestic manufacture, different ¢eedits applied.

113  Some members of the Working Party expressetincea concern regarding the assistance
granted for the purpose of developing the “Top-TEemerging Industries.” In their view, such
assistance included practices that constituted ritmgabstitution and export subsidies and a wide
range of R&D funding. These members sought aseasatinat Chinese Taipei had included all such
assistance in its subsidy notifications, emphagitivat such notifications would be without prejwadic
to the legal status of such assistance. The repiasve of Chinese Taipei assured the concerned
members and the Working Party that (1) the topeimerging industries did not now, and would not
in the future, benefit from any measure meetingddnition of a “prohibited subsidy” under Article

3 of the SCM Agreement, other than those notifaad] (2) Chinese Taipei has notified all domestic
subsides that the top-ten emerging industries otiyreenefit from, namely, (i) R&D grants provided
under Article 10 of “Measures for Assistance in Bevelopment of New Leading Products”; (ii) low-

interest loan granted under Article 21 of the Sk &ii) tax credits granted under SUI Article @1,.

114  The representative of Chinese Taipei confirtied the “Program for the Development of
Critical Components and Parts” was nothing moren tha illustrative list of the goods/products
covered by Top Ten Emerging Industries and that Rhegram involves support or assistance
measures only under the “Measures for AssistandbarDevelopment of New Leading Products.”
With respect to low interest loans under Article &lthe SUI, the representative of Chinese Taipei
confirmed that the loans that Chinese Taipei maiath were not given to a specific enterprise,
industry or group of enterprises or industries imitthe meaning of Article 2 of the SCM Agreement,
did not require the purchase of domestically predugoods or services, and did not constitute an
incentive or inducement to purchase domesticalbgpced goods or services over imported goods or
services. With respect to Article 6 tax credite ttepresentative of Chinese Taipei explained that

under Article 6 of the SUI, enterprises that pusgthdomestically produced automation machinery
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and equipment, including “automatic machine equiptyigeceived a larger tax credit than if they

purchased imported automation machinery and equipme

115  The representative of Chinese Taipei confirrtted Chinese Taipei would eliminate the
Article 6 tax credit differential upon accessiordamould not in the future reintroduce it or anyath
tax credit differential that favours domesticallyoguced automation machinery and equipment,

including “automatic machine equipment.” The Workiparty took note of this commitment.

116  The representative of Chinese Taipei said tthetExport/Import Bank (Ex-Imbank) was a
government owned bank which provided financing esdrance schemes. It provided secured loans
to export firms if the terms of sale provided papmngerms of 181-360 days, in order to provide
working capital prior to payment. Interest accroedsuch loans at the rate of 0.75 per cent above
LIBOR for US$ loans in August 1997. The bank gisovided deferred payment "export credits"
with a duration of more than one year to exportersnporters in relation to shipments of machinery
and equipment, and products including turnkey ehgibods. The amount of the down payment was
not less than 15 per cent of f.0.b. contract valigerest was charged at the rate of 6.5 - 7. 7S @at

for US$ loans. Meanwhile the Bank also providdiked rate re-lending facility to overseas banks to
enable the purchase of manufactured goods of Ghihaspei origin, at the rate of 8 per cent, and8.2
per cent depending on maturity date. He addedtisaEx-Imbank provided an overseas investment
financing system which financed domestic firms ssgloverseas investments. That system did not
provide a more favourable interest rate than comiakloans from other banks. Financing by the
Ex-Imbank was not linked to or conditional upon estgperformance. The representative of Chinese

Taipei reiterated that no export subsidies werd fmaexport enterprises.

117 Some members of the Working Party referrecetaitito the aeronautics and space industry.
These members requested information concerningéhenautics and Space Industries Development
Programme, asked whether private or government @wenterprises had received assistance from the
Ministry of Defence and enquired about the usendbistrial cooperation programmes in this sector.
In this connection, a member of the Working Paidied that Chinese Taipei had indicated that the
Ministry of Defence would use its operating funts;hnical personnel, technology and equipment
facilities to assist government-owned and privateemgprises in the development of research and the
development and the manufacturing of aeronautidsspace products and their associated equipment.
These members indicated that there could be no ghxam transitional or otherwise from subsidies
disciplines for any sector or product such as #rerautics and space industry. The representative
Chinese Taipei said that the Aeronautics and Spaselopment Centre of the Chung Shan Science

Research Institute, Ministry of Defense had enteénédl an agreement with the Taiwan Aerospace
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Corporation and the Industrial Technology Resealustitute for technology transfer. If a
government entity purchased imported aeronautidsspace products, the Committee for Aviation
and Space Industry Development could enter intecarology transfer agreement without penalty
clauses, known as an "Industrial Co-operation Amezd”. If the foreign supplier entered such an
agreement, the supplier was required to provideditcline in an amount equal to a percentage ef th
purchase price as a commitment to technology tearssid the purchase of domestic aeronautics and
space products. Private companies that purchaseigm aeronautics and space products were
encouraged to enter into such "Industrial Co-opmmatigreements”, and if they did so were
recommended to commercial banks by the governnfeGhmese Taipei. If they did not enter such
agreements, no such recommendation was made, aisibds by the banks whether to accord loans

to those companies were taken by the banks.

118 The representative of Chinese Taipei statet g provided for in Article 28, any such
measure falling within the scope of Article 3 cétBCM Agreement granted or maintained within its
territory would be notified by Chinese Taipei. Busubsidies, with the exception of those provided
under Article 12 of the Statute for Commodity Taquld be repealed upon accession and subsidies
provided to manufacturers of automobiles and mgtbes using domestically developed and
designed parts would cease no later than 3 yetes @hinese Taipei's accession to the WTO. The

Working Party took note of these commitments.

119 The representative of Chinese Taipei statet] thizon accession, Chinese Taipei would
provide a complete notification of all of its sulies which were specific to an enterprise, industry
group thereof (within the meaning of Articles 1 ahadf the SCM Agreement) in conformity with
Article 25 of the SCM Agreement. The Working Padgk note of this commitment.

Technical Barriers to Trade

120 Inresponse to requests for information, waidpect to the publication of the laws, regulations,
administrative orders and technical rules and staty] invitation of comments by the public, inquiry
points, consultation agencies and other agencisresl under the Agreement, the representative of
Chinese Taipei said that, currently, only the Ratyoh for the Establishment of National Standards
promulgated in September 1996 contained a provigtwat set forth the length of time for soliciting
comments. There were nine laws, regulations anthirastrative orders relevant to the
implementation of the Agreement on TBT in Chinesép&i. The respective notifications should be

submitted to the WTO in due course.
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121  The representative of Chinese Taipei added @mhese Taipei had formed a national

committee to deal with and to coordinate all matteslating to the Agreement. To ensure that the
Agreement was applied by all domestic relevant émdChinese Taipei had promulgated the "Points
of Operation Concerning Enquiries under the Wortddgé Organization's Agreement on Technical
Barriers to Trade". With respect to the publicatiof the technical regulations, standards and
procedures for assessment of conformity, and toirtbigation of comments by the public, details

concerning the enquiry point and consultation ageihat are required to be involved under the

Agreement are as follows:

() notices of proposed or adopted technical rdguna, standards and procedures for
assessment of conformity shall be published in rienthly Official Gazette of
Standards, distributed by the Bureau of StandaMstrology and Inspection
(previously the National Bureau of Standards) untter Ministry of Economic
Affairs;

(i) currently, only the Regulation for the Estabiment of National Standards
promulgated in September 1996 contained a provisibat set forth the length of
time for soliciting comments. Apart from this thewere no explicit rules, either at
the central level or at the local level, that s&tif the length of time required for
soliciting comments. In principle, all governmerddies shall provide a reasonable

time period (generally 60 days) for presentatiomieents.

122 In response to questions concerning the ragmtr and certification requirements for

imported pharmaceuticals, cosmetics and medicategvthe representative of Chinese Taipei said
that the requirements and approval standards ®ointiportation of pharmaceuticals, cosmetics and
medical devices did not exceed the requirementbeapim some advanced WTO members, and were

the same for imported and domestic goods.

123 The representative of Chinese Taipei stated rd@gnition of foreign quarantine or other
standards would be dealt with in a manner congistéh Article 2.7 of the Agreement on Technical

Barriers to Trade. The Working Party took notéhed commitment.

124 Some members of the Working Party reaffirmed @hinese Taipei would need to reform its
standards regime to bring it into conformity witletWTO Agreement on Technical Barriers to Trade,
particularly in the area of notification procedureghe representative of Chinese Taipei replied tha

Chinese Taipei was reviewing its standards witheavuwo bringing them into conformity with the
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TBT Agreement and had decided to incorporate mation procedures into the draft amendments to

its relevant laws.

125 The representative of Chinese Taipei also pgemiexamples of particular differences
between its standards and ISO and IEC standardh, a&s domestic electrical standards, Chinese
Taipei television broadcasting systems, the desigmaf industrial products, and the requirement of
"weight" certificates for all imports of automolsle He said that Chinese Taipei was prepared to
comply with the Agreement on TBT but might needraasitional period for the rectification of laws
or practices which did not comply with the Agreemnem response, some members of the Working

Party stated that they considered that a transitiperiod of general application was not appropriat

126 Following examination of Chinese Taipei's tecinbarriers to trade regime, some members
of the Working Party stated that in addition toingka commitment to apply the Agreement on
Technical Barriers to Trade from the date of adoesswithout recourse to a transitional period,
Chinese Taipei should commit itself to eliminate gpecific problems members of the Working Party
had identified and which are listed below. In ttegard, some members of the Working Party stated
that, as a condition of its accession, Chinese éiaipuld be required to eliminate the mandatory
conformity assessment procedures and standardsports that were not applied to similar domestic
goods and were not based on relevant internationedlognized criteria. Chinese Taipei would be
required to accept equivalent third country stadslaaind regulations in particular, in the case of
automobiles and heavy-duty vehicles, concernings#iiety requirements (lightening, specification of
brakes, horns), emission standards and test preesduel consumption, on board diagnostic systems,
evaporative requirements, vehicle noise). Whengeer standards were imposed by Chinese Taipei,
enough time would have to be made available forufsurers to adapt their products. Chinese
Taipei would be required to abandon carry-oveiirigdor vehicles whose model types are unchanged
from one year to the next and which were identinaémission-related aspects with the previous
model-year vehicles as well as additional qualityteol testing when manufacturers in-house test
data are made available Chinese Taipei would bginesfjto provide for a simplified homologation
for vehicles supplied in small volumes and to egltém CKD vehicles the same acceptance of self
certification for emissions as applied to BU imgortThe representative of Chinese Taipei said that
because of the high density of cars, Chinese Tageiserious concerns over pollution resulting from
emissions. Furthermore, Chinese Taipei's curnextdtige was to accept the results of tests caaued

by the original car manufacturers according to éh@ssion standards set by Chinese Taipei. New

emission and noise standards were implementedpaith notice of three to four years.
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127 Some members of the Working Party also stabed €hinese Taipei should ensure
compliance with requirements for publication of matory conformity assessment procedures and
standards and ensure the establishment of a recodemhecomment period of 60 days prior to
finalization of such measures. Chinese Taipeukhalso eliminate from the date of its accessisn i
requirements for performance testing of importeddtock. Chinese Taipei should also replace the
weight certificate system for automobiles with ariomobile safety certification system of general
application, which would take effect prior to ClseeTaipei's accession. It was also noted that the
current requirements for performance testing ofdrtgof livestock were inconsistent with Article 2,
paragraph 2.2 of the Agreement on Technical BarrierTrade. These members requested that all
such inconsistencies with the Agreement on TechBiagiers to Trade be eliminated upon accession.
They also stated that Chinese Taipei should subtsit statement on implementation and
administration of the Agreement on Technical Basrieo Trade to the Committee on Technical

Barriers to Trade at the time of accession.

128 Some members of the Working Party further dtéitat Chinese Taipei should confirm that
all relevant laws relating to its technical regigdas, standards, conformity assessment procedures,
and labelling, including product coverage, wouldduiministered by Chinese Taipei in conformity
with relevant international standards and guidslin€hinese Taipei should also undertake that the
controls applied in connection with technical regions, standards, conformity assessment
procedures, and labelling would be applied in 138 lavourable a manner for imported products than
for like domestic products. Such requirements khéae administered in a manner which did not
unnecessarily impede trade or create barriers pwrtad products, and should not be applied to
imported products in an arbitrary manner, in a wdych discriminated between supplier countries

where the same conditions prevail, or as a disguiss&riction on international trade.

129 The representative of Chinese Taipei statetl @anese Taipei would fully apply the
provisions of the Agreement on Technical Barrier3itade from the date of its accession to the WTO,

without recourse to any transitional period. Therkihg Party took note of this commitment.

Sanitary and Phytosanitary Measures

130 Some members of the Working Party asked wheh®eregulations regarding sanitary and
phytosanitary measures including quarantine angeict®on provisions were published and readily
available to importers and exporters and whetheséghmeasures were based on sound scientific
evidence. They also asked whether Chinese Taipeidwvaccept the sanitary and phytosanitary
measures of other economies which offered equivéderls of health protection. In this connection,

information was requested on certain provisions tlié Commodity Inspection Law and its
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Implementation Rules concerning the inspectionngbarts, bilateral arrangements, inspection fees,
the inspection quantities and sample quantities senitary requirements obtaining products such as
coconut and palm oil, milk, fresh fruits, poulthgvine meat, pork. In response, the representafive
Chinese Taipei said that the most commonly usedrB&Sures in the agricultural sector were set out
in the Commodities Inspection Law, the Statute Poevention and Control of Infectious Animal
Diseases, the Plant Protection and QuarantinetdeiQuarantine Requirements on the Importation of
Animal and Animal Products, the Quarantine Restmst on the Importation of Plants and Plant
Products, the Law Governing Food Sanitation, theyuRgions Governing the Quarantine at

International Port, and the Quarantine RegulatwrCholera on Imported Fishery Products.

131 In response to questions whether Chinese Taipei prepared to apply phytosanitary
standards in a transparent manner based on swentiflence, the representative of Chinese Taipei
stated that in developing its standards Chinespel agferred to relevant international biologicatla
entomological publications. It also evaluated phebability of harm resulting from the introduction
of the pests or diseases. In addition, commenttherproposed measures were often sought from
relevant organisations. In order to ensure tramsgy in the future, when a regulation was
promulgated by the authority, it would be notifiedthe relevant associations and trading partners.
The representative of Chinese Taipei also provitiedWorking Party with detailed information on
various quarantine rules and import bans concerthiegfollowing products: rice and rice products,
sugar, wheat flour, meat and offal, fish, dairyquas, and fruits. The sanitary requirements dodf
stuffs were the same for imported and domestic gjooomestic goods were also subject to
inspection in order to maintain effective quaramtim certain instances. Goods found to be
contaminated with toxigenigibrio choleraewere destroyed. The regulation on pesticide vesid
tolerances had been developed on a "positive digtirinciple”. The same tests applied equally to
domestic and imported goods. The CODEX standsetlbys FAO/WHO were one of the references
used in determining the pesticide maximum residogtd. There were no procedures for the
recognition of foreign quarantine or other standamd Chinese Taipei. Chinese Taipei was
endeavouring to modify standards so that they cmmpkith international standards, except where
national security, animal and plant health consitiens, or differences in environment, climate,
geography or important technology considerationsesstated deviations from international
standards. He stated that even though all safepection requirements and standards applied gquall
to domestic goods, some phytosanitary requirementg applied to imported goods, when only

imported goods risked contamination by particulaedses and pests.

132  The representative of Chinese Taipei addedtiigasanitary requirements for food were set

by the Law Governing Food Sanitation. The starsleset out in that law were developed with
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reference to the CODEX standards set by the FAO/WH® setting sanitary standards, Chinese
Taipei used Codex standards with modifications exessary, te allow a higher level of protection,

if there was a scientific justification, or othes@ias set out in the relevant provisions of papgrd
through 8 of Article 5 of the Agreement on SPSHe further added that imported products were
subject to mandatory inspection by the Bureau ofm@odity Inspection and Quarantine (BCIQ).
The BCIQ's statutory duties were to protect prodiafety, protect consumers' interests and prevent
the dissemination of plant and animal diseasesra®tt pests. The BCIQ applied scientific methods
in its inspection and quarantine practices. Quaramegulations were established in accordance wit
disease and insect pest variations, and interratioends. The BCIQ had entered into arrangements
to recognise the certificatiomssued by inspection and veterinary authoritiesestain of its trading
partners. The determination and publication oéatibus animal diseases had been transferred from
the BCIQ to the Council of Agriculture. Chineseige had determined that in addition to the List A
and List B animal diseases of the Office Internalades Epizooties, the following were also among
the infectious animal diseases: Vesicular exanthdbngsipelas, Scabies, Bovine ephemeral fever
(Bovine influenza), Gas gangrene, Streptococcaltitigasinfectious pancreatic necrosis, Wirling
disease and Bacterial Kidney disease. The plasitspar diseases referred to in the Enforcement
Rules concerned harmful organisms which are fusighe mould, bacteria, viroids, phytoplasma,
parasitic plants, nematodes, insects, mites, nedjuand invertebrates or vertebrates directly or

indirectly causing harmful effects to plants ananplproducts.

133  The representative of Chinese Taipei addedttieatmportation of fresh fruit was prohibited
from areas where infestations of mango seed wamaihgo weevil, Chinese citrus fly, peach fruit fly,
cucurbit fly or guava fruit fly had occurred. HneBuit could only be imported from areas under
guarantine for Mediterranean fruit fly if the BClipproved the quarantine treatment at the place of
origin. Fresh fruit could only be imported fromeas subject to codling moth, apple maggot, plum
curulio, peach twig borer, Mexican fruit fly, Westdian fruit fly, South American fruit fly or
Queensland fruit fly and lethal yellowing, kaincopksease, cadang-cadang disease, bronze leaf wilt,
root (wilt) disease, Guam coconut disease, leafcbcdisease of coconuts, and arrowhead scale of
Citrus and red and black citrus leafminer, if imedrwith a certificate stating that the fruit hagkth
thoroughly inspected and found free of infestatiorhas been treated with an appropriate treatment
prior to shipment. The representative of Chinesipdi added that there were 449 standards applying

to agricultural and processed agricultural prodacksinistered by the Bureau of Standards.

134 In response to the information presented byrdpeesentative of Chinese Taipei on the
sanitary and phytosanitary regime, some membeitsedfVorking Party requested that Chinese Taipei

enter a commitment that in implementing the terfthe Agreement on Sanitary and Phytosanitary
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Measures as follows: Chinese Taipei would enfoteesanitary or phytosanitary measures based on
accepted scientific principles and an assessmenthefrisks involved; follow the notification
procedures of the SPS Agreement; not maintain asumeaunless based on sufficient scientific
evidence; ensure that existing international stedwlavere applied when they exist; accept the
sanitary and phytosanitary measures of other WT@nbégs as equivalent, even if these measures
differed from Chinese Taipei's measures or frons¢hosed by other countries trading in the same
product, upon demonstration that such measurese\ahithe appropriate level of sanitary or
phytosanitary protection; and, ensure that saniéad phytosanitary measures were adapted to the
sanitary or phytosanitary characteristics of treaamcluding areas within a country or other prait
boundary, from which the product originated andvtaoch the product was destined. Some members
also requested that Chinese Taipei recognize expsrbeing from pest or disease free areas ansl area

of low pest or disease prevalence.

135 Some members of the Working Party stated tkeat quarantine regulations applying to
air-freighted fresh fruit, whereby inspectors wbeeng sent to the exporting countries to inspeet th
fruit prior to shipment imposed excessive burdemsnaporters and acted as a barrier to trade. The
representative of Chinese Taipei replied that thisasure was typically applied by developed
economies. Chinese Taipei had held intensive g&ons with the trading partners that had indicated
they had problems with Chinese Taipei's SPS pravssi Some of the problems had been resolved,

and technical experts had discussed existing prable

136 Some members of the Working Party requestddCheese Taipei eliminate the following
practices from the date of its accession to the W@ithout recourse to any transitional period:
guarantine controls applied to imported agricultutammodities without adequate notification,
consultation, or a clear scientific basis for tregaplication; certificates nominally granted foratb
sanitation or quarantine reasons which were inriager granted, and therefore acted@$actobans

on importation; and the arbitrary denial of cectifiion with no criteria being made available taés

to indicate under what conditions certificates t@nobtained, and no explanation being given for

non-approval of certification.

137  The representative of Chinese Taipei statedttigaban on imports of live swine due to the
infestation of Porcine Reproductive and Respira®yndrome (PRRS) had been removed, and that
live swine which met the quarantine requirementsildde allowed entry into Chinese Taipei from

the date of accession. The Working Party took nbthis commitment.

138 Some members of the Working Party raised variancerns regarding Chinese Taipei's

practices with respect to application of SPS messuin their view, Chinese Taipei had, in the past
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adopted SPS measures without providing notice @fatttion and the criteria for its application to
traders and often bases quarantine areas on pbljengraphical regions, rather than scientifically
justified areas. In addition, Chinese Taipei hddtimes failed to base its SPS measures on
international guidelines or recommendations andiha®me cases adopted and maintained measures
without sufficient scientific evidence. In partiay scientific risk assessments that take intmaet
assessment techniques developed by internatiogah@ations had not been provided in some cases.
The representative of Chinese Taipei stated thateSh Taipei would fully apply the provisions of
the Agreement on Sanitary and Phytosanitary Meastren the date of its accession, without
recourse to any transitional period and would agkltke concerns raised by members. He also stated
that Chinese Taipei would, from the date of itsess@on, notify to the WTO all relevant laws, destee
regulations, and administrative rulings of genajglication relating to its sanitary and phytosanyit
measures, including product coverage and relevatérnational standards, guidelines and

recommendations. The Working Party took note e§éhcommitments.

Trade Related Investment Measures

139 Some members of the Working Party requesteatrtion on the investment regime of
Chinese Taipei, in particular the local contenuisgments prevailing in the automotive sector. 8om
members of the Working Party said that Chinese &iaipeded to notify its trade-related investment
measures such as the local content requirementsidtor vehicles and the mixing requirements in
force for coal and cement production, and specisgteedule for their elimination. In response the
representative of Chinese Taipei said that Chiffesgei only maintained local content requirements
on automobiles and motorcycles. In the case oflsangomobiles, at least 50 per cent of the motor
vehicle plus at least four items from a list otddén designated major items were required to be of
local manufacture. For large automobiles (3.5Qddhs), at least 37 per cent of the motor vehicle
plus at least three items from a list of fifteersigaated major items were required to be of local
manufacture. For large automobiles over ten tahdeast 31 per cent of the motor vehicle plus at
least two items from a list of fifteen designatedjon items were required to be of local manufacture
For motorcycles, at least 90 per cent was requmele of local manufacture. These local content
rules applied equally to domestic and foreign qumtees. He added that a local content requirement
on government procurement of incinerators had lediemnated, but that a local content requirement
on electric locomotives remained. He noted thigtwas an exception to national treatment permitted

under Article Il of the GATT 1994, as these produeere not intended for commercial resale.

140 Some members of the Working Party said thah&€3a Taipei needed to notify its trade

related investment measures such as the mixingreegents in force for coal and cement production,
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and specify a schedule for their elimination. Tepresentative of Chinese Taipei said that Chinese
Taipei had no mixing requirements for cement préidac The mixing requirements for coal were
imposed upon importers of coal. Importers of aeate required to purchase local coal which was at
least 1.41 per cent of the amount of coal that thisjred to import. Chinese Taipei planned to lower
this requirement to 0.72 per cent by the end oB199owever, the ratio had actually been lowered to
0.55 per cent as of the end of 1996. Chinese Taipeld eliminate the mixing requirements for coal
within thirty-six months following accession. Sommembers of the Working Party indicated that the

requirement should be eliminated more rapidly.

141 The representative of Chinese Taipei statedGhinese Taipei undertook to eliminate the
existing local content and sourcing requirementpliegh to the production of automobiles and
motorcycles and the mixing requirement relatinghi use of coal upon accession to the WTO. The

Working Party took note of this commitment.

142 The representative of Chinese Taipei confirtimed Chinese Taipei did not apply any other
measures inconsistent with the Agreement on Tragat&®d Investment Measures and would not do

so in the future. The Working Party took notela$ tommitment.
State-Trading

143  Some members of the Working Party requesteddGhmese Taipei provide information on
the State owned enterprises covered by Article Xfithe GATT, and the WTO Understanding on
the Interpretation of Article XVII operating in Gfese Taipei. At the request of members of the
Working Party, the representative of Chinese Taspeplied details of the State enterprises opegatin
in the energy industry, the agriculture-fertilisedustry, the metals-mining industry, heavy indystr
the petrochemical industry, the paper manufactundgstry, and the tobacco products and alcoholic
beverages industry. He noted that the provinc&legiment of Taiwan Province owned the Taiwan
Chung Hsin Paper Corporation, the Tang Zong IrorrkR&/&o. Ltd, the Agricultural and Industrial
Enterprise Co. Ltd, the Kao-Hsiung Ammonium Sulgh@o. Ltd, and the Taiwan Tobacco and Wine
Monopoly Board (TTWMB). He indicated that the Cése Petroleum Corporation had enjoyed a
monopoly to import crude oil and refined productsl a0 export refined products which had been
abolished on 26 June 1996. The Taiwan Sugar Catiparenjoyed a monopoly to import and export
sugar. All liquid ammonia imports were monopolidsdthe Taiwan Fertiliser Company, which also
centrally administered purchase and sales, exaepiniports of waste acid gas. The Taiwan Salt
Works (Taiwan Salt Industrial Corporation) held amopoly to import salt, except for imports of
industrial salt used in the production of alkallewb. The TTWMB held a monopoly in the

production and trading of tobacco and alcohol petglu Taiwan Sugar Corporation supplied all the
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alcohol requirements of the TTWMB. The represevgadf Chinese Taipei asserted that neither
Taiwan Power Company, China Steel Corporation fteeftowas privatized) nor Aerospace Industrial
Development Corporation enjoyed import or exporinogoly. These enterprises did not enjoy any
special treatment in their trade or production\dtodis. Private traders could import alcohol and

tobacco products using TTWMB as the nominal importe

144 In response to further questions from some neesntif the Working Party, the representative
of Chinese Taipei said that the above-mentionedeStaned and the provincial enterprises were
profit oriented and operated on the basis of coraimkeconsiderations. Purchases by State entegprise
in principle were made by public tender and thecpase decisions were based upon such factors as
gualities, specifications, deliveries and pricé&on-commercial factors did not come into play. a@vre
restrictions applied to two neighbouring econormtiest were the only instances where purchase
decisions could deviate from commercial considerati when the amount of the procurement
involved exceeded US$600,000 had been abolishddJome 1997. These State enterprises imported
raw materials for products where production couleetrthe demand of the domestic market. The
reselling price of the imported products was deteechin the same way as for domestically produced
products. There was no discrimination against moThe purchasing decisions of Taiwan Power
Company and China Steel Corporation (before it ywagatized) were also generally based upon
criteria such as quality, specification, delivendarice. However, since the government of Chinese
Taipei was the largest shareholder in these emegyrthe purchasing decisions were affected by the
government's economic and trade policies. Sonmabues noted that the State-enterprises were not
subject to the Fair Trade Law and asked how thigdcle justified in light of Articles XVII and l1bf

the GATT 1994. The representative of Chinese Taigglied that some of the practices of these
enterprises had been exempted from the provisibtieed-air Trade Law for an interim period of five
years to permit the commercial adjustment and tlsientual privatization. This temporary
exemption from the application of the Fair TradewL&ad expired in February 1996. The
procurement by these companies would be governgtdpgreement on Government Procurement

once Chinese Taipei became a signatory.

145  Some members of the Working Party referrecheostatus and operations of the publicly
owned retail stores which offered buyers betweep&0Ocent and 30 per cent discounts on identical
merchandise purchased in the free market. In thew the pricing policies of these stores were
highly irregular. Prices were fixed in a mannerichhcould undermine sales in the free market as
suppliers were required not to sell at a lower gt open market stores. There were no limits on
purchases or resale of goods purchased in thechublivned retail stores and access was not

restricted to members only. In response, the semtative of Chinese Taipei said that there were 55
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publicly owned retail stores in operation. Thesees do not discriminate against imported products
and do not create obstacles to importation andilligion of imported products. The United
Cooperative Association (UCA) was a private entitynmissioned by the government to supply daily
necessities to employees of the government anda&duoal institutions. The rules governing the
negotiation practices contemplated the determinatb a base price which was 15 per cent to
30 per cent lower than the market price. Accesthése stores was restricted to members and the
resale of merchandise was prohibited. In the Nhyisf Defense PX stores, the selling price was 2
per cent above the sourcing price to cover theatipgr expenses. Some members of the Working
Party said that many privately owned stores usedpiiblic stores as sources of supply, which
resulted in market distortions. Some members ef Working Party also said that the UCA
requirement that suppliers not sell at lower pricegny store in the free market appeared to be in
conflict with the Fair Trade Law. In addition, tbperating practices of the UCA and the Military PX
stores harmed both manufacturers who were forcexkitcat unrealistically low prices, and private
retailers who were forced to compete with subsdligeiblicly-owned stores. Prices in the
publicly-owned retail stores were 15-30 per cembweetail levels, and in many cases manufacturers
were forced to supply these stores at below caseésar The publicly-owned retail stores appeared to
have up to 40 per cent of market volume. Thisdiacombined with their prices, made it difficudtr f
private retailers to compete in the market plataese members considered that the publicly-owned

retail stores should be subject to the Fair Traame.L

146  The representative of Chinese Taipei respotitEdhe UCA and the Military PXs were not
entirely exempted from the operation of the Faede Law, and that the exemption was limited to the
organisation of the UCA because it fell within ttefinition of horizontal collaboration among the
stores participating in the organisation of the UC®therwise, all other business practices of the
UCA were subject to the Fair Trade Law. He furthéded that publicly owned businesses did not de
jure or de facto discriminate against imported ptsl and did not create obstacles to the importatio
and distribution of imported products in terms eitlof price or of quantity. Some members of the
Working Party asked that Chinese Taipei take stepsontrol the persons allowed to gain access to
the UCA and Military PX stores, the quantity of gucts allowed to be purchased by the public
employees, establish and publish new procuremeditpaoduct listing guidelines which reflected
market dynamics, and establish a fairer pricersgprocedure. These members also asked whether
the UCA and Military PX stores received any sulssition in their operations. The representative of
Chinese Taipei said that shopping centres, supkatsaand discount stores in many cases offered
merchandise at the same or lower prices than thiae Military PX stores. Because of the pricés o
private stores, the incidence of resale of prodymischased at Military PX stores was almost

non-existent. In addition the Military PX Headqeas had made rules to prohibit the resale of
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products purchased in the Military PX stores. @oning the purchasing decisions of the Military PX
stores, the representative of Chinese Taipei ribescheeds of military personnel and the conditbn
the market were examined. The decision to purchaseadvertised in newspapers. All suppliers,
whether importers of foreign goods or local mantfesrs who could meet the limited purchase
volume requirements of the Military PXs stores weligible to enter into negotiations to supply the
stores. The Fair Trade Commission, i.e. the adinative agency responsible for enforcing the Fair
Trade Law, had been monitoring very closely theirmss practices of UCA. It had fined different
UCA stores for their failure to prevent the entgyibdividuals who did not have legal access to¢hes
stores. It had also fined several private storke held themselves out as UCA stores in order to
deceive consumers. The Fair Trade Commissiondwlcet into the pricing practices of suppliers of
the UCA stores to see whether there was any aldusaret power by the UCA stores. As a result
of the Fair Trade Commission's investigation, ther Hrade Commission launched a business
correction campaign requiring large-scale marketamgities including, among others, UCAs, to
eliminate as of 1 July 1995 the practice of impgsiontractual obligations on suppliers to offer the

most favorable pricing.

147 Some members of the Working Party stated thameSe Taipei must agree to additional
transparency in the operation of all of its Stateling enterprises, particularly in the area of
agricultural products, e.g. by demonstrating thatkiups on State-traded imports do not discriminate
against imported goodas-a-vis domestically-produced goods, and in the area pbrxsubsidies.
The representative of Chinese Taipei said thatoperations of the State-owned enterprises were
based on commercial considerations such as quaptite, quality, supply stability and risk andttha

there was no discrimination against imports.

148  The representative of Chinese Taipei said ttiaffollowing State or Provincial enterprises
would be notified as State-trading enterprises unddicle XVII for the purposes of the

Understanding on the Interpretation of Article XV&if the GATT 1994: Chinese Petroleum
Corporation; Taiwan Sugar Corporation; Taiwan fiegi Company; Taiwan Salt Works (Taiwan
Salt Industrial Corporation); Taiwan Tobacco andn#/iMonopoly Bureau; China Engraving and
Printing Works; Taiwan Provincial Food Bureau; dradwan Provincial Fruit Marketing Cooperative.

The Working Party took note of that commitment.

149 He stated that the TTWMB, which was owned amthaged by provincial authorities, upon
the Working Party's decision, would also be ndtifiecnder Article XVII as long as it maintains its

current nominal import/distribution monopoly anthet special privileges under law and regulation in
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the distribution, or trade of tobacco and alcohadocts. The Working Party took note of that

commitment.

150 The representative of Chinese Taipei statedtheastatutory import/distribution monopoly
would be abolished with the implementation of newsd establishing a tobacco and alcohol tax and
administration system. The representative of Glankaipei also stated that some private tradee ri
and sugar, as reflected in Chinese Taipei's agui@llmarket access schedule, would be permitted.
He further stated that for four years after theedaft accession, importation of fertilizer would be
limited to the Taiwan Provincial Food Bureau or freewan Fertilizer Company and that during this
period, both entities would be notified under AriXVIl as long as they maintained this monopoly
or any other special privileges under law and ratpi in the distribution, or trade of fertilizer3.he

Working Party took note of these commitments.

151  The representative of Chinese Taipei said tipah the end fo the fourth year folloiwng
accession to theWTO, Chinese Taipei would eliminth&eimport monopoly on fertilizers held by
Taiwan Provincial Food Bureau or the Taiwan FesiliCompany. The Working Party took note of

this commitments.

152  The representative of Chinese Taipei statet upan accession to the WTO, import and
export procedures of state trading enterprises dvdeg fully transparent and in compliance with the
WTO Agreement. In this regard, Chinese Taipei woyirovide complete information for any such
activities as required in WTO questionnaire G/STRI/N In addition, to assist in monitoring
implementation of its commitments, Chinese Taipeuld provide, upon the request of a WTO
Member, specific information, which shall be main& on a confidential basis and not disclosed to
the public, on all elements of particular impo#risactions by the following state trading entegsris
the Taiwan Provincial Food Bureau, the Taiwan Rrowl Fruit Marketing Cooperative, the Taiwan
Tobacco and Wine Monopoly and the Taiwan Sugar @atn, for so long as those enterprises met
the definition of state trading enterprises witktine meaning of the WTO Agreement. He further
stated that such information would include allnedmts affecting the price, such as the product,
guality, grade, contract price, terms of delivefinancing provisions, discounts, government
assistance, transportation, and insurance ratésnéy exclude the name of the other party to the

transaction. The Working Party took note of thesmmitments.

153  The representative of Chinese Taipei statedfdnaall state trading enterprises within the
definition of Article XVII of the GATT 1994, ChinesTaipei would ensure that any fees or charges
assessed to importers or end-users by these asésprould not afford protection in excess of the

tariff rate provided for imports listed in the Sdinées annexed to Chinese Taipei's Draft Protocol of
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Accession, plus fees and charges consistent witlsl@&/Ill of the GATT. Imports in excess of the
level of the tariff quotas specified in the Scheduannexed to Chinese Taipei's Draft Protocol of
Accession would not be reserved for state-ownestaie-operated enterprises, and would be able to
be imported and distributed by private firms ankdeotnon-state-trading enterprises. He stated that
state trading enterprises within the definitionAoficle XVII of the GATT 1994 would not be used as

a conduit for subsidized exports, nor would naéifion of these enterprises under Article XVII
exempt them from other requirements under WTO Agezés, such as Article 4(2) of the Agreement
on Agriculture. He further stated that Chinesep&awould not take any measure to influence or
direct these enterprises as to the quantity, vabre,country of origin of goods purchased.
Furthermore, Chinese Taipei would not resort thegiprice pooling for the procurement of goods for
export or targeted discriminatory export pricinglam particular, Chinese Taipei would not export
rice imported under its minimum access commitmefithe Working Party took note of these

commitments.

154  The representative of Chinese Taipei also uodlerthat all State-trading enterprises within
the definition of Article XVII of the GATT 1994 wdd operate in a transparent manner and in
compliance with that Article and with the otherenednt Articles of GATT 1994, in particular with

Articles 1, 11, 1ll, Xl and Xlll. The Working Past took note of these commitments.

State Ownership and Privatization

155 Some members of the Working Party enquired henebState owned enterprises would be
privatized. The representative of Chinese Taiaéil shat the policy was to privatize most State

owned enterprises. The statutory framework requoachplement this policy was in place.

156 In response to further requests for informatibe representative of Chinese Taipei stated
that information on the privatization of State odrenterprises could be obtained through the website
of the Council for Economic Planning and DeveloptnerSince 1989, more than 40 offerings
(including CSC's two DR issues in 1992 and earl971%epresenting 360 million shares and 203
million shares respectively), and several salesissiets had been conducted. Sales of government
owned companies had yielded total proceeds of n@arts 349 billion, corresponding to US$ 10.2
billion (based on July 1998 data). Sixteen of tlwgeted SOEs had been successfully privatized,
including Chung Kuo Insurance Co. Ltd. (CIC), ChiRatrochemical Development Corporation
(CPDC), BES Engineering Corporation, CSC, YangMMgrine Transport Corporation (YMTC),
Liguefied Petroleum Gas Supply Administration, VYetes Gas Manufactory, Chang Hwa
Commercial Bank, First Commercial Bank, Hua Nan @mmctial Bank, Taiwan Business Bank,

Taiwan Fire and Marine Insurance Co. Ltd., Taiwavijation Co. Ltd., Taiwan Life Insurance Co.
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Ltd., Kang Ropery Factory and Taiwan Developmentr&st Corporation. In addition, 3 plants of
the Taiwan Machinery Manufacturing Corporation (TI@M have been privatized by private

placement. The details of the 16 privatized enteegrwere as follows:

Privatized State-Owned Enterprises in Chinese Taipe

Company Date of % Government
Privatization Shareholding
(1998 data)
Chung Kuo Insurance Co. Ltd., MOF 5 May1994 30.66
China Petrochemical Development Co., MOEA 20 Jaetl 16.23
BES Engineering Corporation, MOEA 22 June 1994 0.0
China Steel Corporation, MOEA 12 April 1995 40.69
YangMing Marine Transport Corporation, MOTC 15 February 1996 43.53
Liguefied Petroleum Gas Supply Administration, 16 March 1996 0.0
VAC
Veterans Gas Manufactory, VAC 1 January 1998 40.00
Chang Hwa Commercial Bank, TPG 1 January 1998 30.72
First Commercial Bank, TPG 22 January 1998 40.85
Hua Nan Commercial Bank, TPG 22 January 19p8 41.36
Taiwan Business Bank, TPG 22 January 1998 40.96
Taiwan Fire and Marine Insurance Co. Ltd., TPG 22adry 1998 30.05
Taiwan Navigation Co. Ltd., TPG 20 June 1998 39.08
Taiwan Life Insurance Co. Ltd., TPG 30 June 199¢ .831
Kang Ropery Factory 1 July 1998 0.0
Taiwan Development & Trust Corporation 8 Januar§a9 37.76

- Note MOEA = Ministry of Economic Affairs

- MOF = Ministry of Finance

- MOTC = Ministry of Transportation and Communicason
- VAC = Veteran Affairs Council

- TPG = Taiwan Provincial Government

Recent changes had made it easier for the sha®®B$ to be listed on the Taiwan Stock Exchange
and the OTC market. In addition, the priority ssaissued to employees of SOEs had been raised,
with each employee now entitled to purchase shegesal in value up to 48 months' pay, instead of
just 24 months as before. The timetable for thé Beyears involved the privatization of 36 SOEs,

together with the modification of legislation nedde pave the way for the privatization process.
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Privatization Timetable for 36 SOEs
Date Authority Company
December 1997 VAC *Veterans Pharmaceutical Plant
June 1998 MOF *The Farmers Bank of China
VAC *Veterans Food Products Factory,
*Tai-chung Lumber Processing Factory
TPG *Kao-Hsiung Ammonium Sulphate Corporation,
*Taiwan Chung Hsing Paper Corporation,
December 1998 TPG *Agricultural and Industrial Eptese Co. Ltd.
*Taiwan Film Culture Co. Ltd.,
*Taiwan Bookstore
June 1999 MOF Chiao Tung Bank
MOEA Taiwan Fertilizer Corporation,
Taiwan Machinery Manufacturing Corporation
VAC Veterans Printing Works,
Veterans Plastics Works,
Taipei Iron Works,
Taipei Paper Manufactory,
Lung-Chi Chemical Plant,
Tao-Yuan Furniture Factory
TPG Taiwan Provincial Government Printing Factory
TCG Taipei City Government Printing House
December 1999 MOEA Aerospace Industrial Developriamporation
MOF Central Reinsurance Corporation
TPG Tang Zong Iron Works Co. Ltd.
June 2000 TPG Taipei Bank
December 2000 TPG Taiwan Tobacco & Wine MonopolyeBu
June 2001 MOEA Taiwan Salt Industrial Corporation
China Shipbuilding Corporation,
Chinese Petroleum Corporation,
Taiwan Power Corporatien.
MOTC Chunghwa Telecom Co. Ltd.
VAC RET-SER Engineering Agency
TPG Taiwan Motor Transport Co. Ltd.
Hsin Sheng Press Co. Ltd.
KCG Bank of Kao-Hsiung
June 2002 TPG Taiwan Railway Administration
Taiwan Railway Freight Co. Ltd.

- Note TPG = Taiwan Provincial Government

- TCG = Taipei City Government

- KCG = Kao-Hsiung City Government

- *Behind the privatization timetable and the proasssill incomplete

157 The representative of Chinese Taipei confirthedreadiness of Chinese Taipei to ensure the

transparency of its ongoing privatization programd o keep WTO Members informed of its progress.
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He stated that his authorities would provide anmapbrts to WTO Members on developments in its
programme of privatization as long as it was insexice. The Working Party took note of this

commitment.

Taiwan Tobacco and Wine Monopoly Bureau (TTWMB)

158 The representative of Chinese Taipei said tthatprivatisation of the TTWMB was under
review independently of the tax reform plan. Hevmted information concerning the calculation
methodology, and stated that the units used by&Saifaipei were 1000 sticks for cigarettes, aneslit
for alcohol. He explained that the prices of damesine and tobacco products were equal to the sum

of operating costs plus the Monopoly Tax.

159 With regard to tobacco products, some membketheoWorking Party said that the future
operations of the TTWMB should provide equal oppuities to all tobacco product exporters. The
representative of Chinese Taipei replied that valhg the reforms the TTWMB would have no
regulatory function, nor a monopoly on the disttifw of tobacco and alcohol products. The TTWMB
would, pursuant to the draft Tobacco and Alcohoimdmdstration Law, be restructured so that it would
only operate as a business venture. Within th&-aegovernment, the regulatory functions would be
carried out by the Ministry of Finance. Moreovile TTWMB would have no influence upon the
market access of tobacco exporters. He submibttekdet Working Party the summary of the Tobacco

and Alcohol Reform Plan reproduced in Attachmemt Biis Draft Report.

160 The representative of Chinese Taipei statddritia the date of accession, TTWMB would be
reformed to bring its operations in the area obrimhtional trade and domestic distribution into
conformity with GATT 1994 and the other obligatioosthe WTO. He added that Chinese Taipei
would establish an open and equitable trade amdbdison system in these products and would ensure
national treatment and non-discriminatory treatnfentthese products. From the date of accession,
TTWMB would not have a regulatory function concaghtobacco and alcoholic beverages and would
operate on a commercial basis subject to the saws, Iregulations, rules, decrees, directives,
administrative guidance, policies and measuredcgigh to other firms in Chinese Taipei. Any spéci

or monopoly privileges granted to TTWMB in the datie distribution and international trade of
alcohol and tobacco products would be eliminatednfthat date. Both domestic and foreign firms
would be eligible to participate in the distributiand trade of these products on an equal basmted

in the Schedules annexed to the Draft Protocol afedsion. The Working Party took note of these

commitments.
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161 The representative of Chinese Taipei confirrtted from the date of accession, TTWMB
would be a business operation without any regujafianction. Within the central government, the
regulatory functions will be carried out by the hiny of Finance. All special or monopoly priviesg
granted to TTWMB in the domestic distribution anternational trade of alcohol and tobacco products
will be eliminated, and both domestic and foreigrm$ would be eligible to participate in the
distribution and trade of these products on an ldops&is, as noted below and in the Schedules adnexe
to the Draft Protocol. The representative of @senTaipei further stated that the reform of TTWMB
would also include the gradual elimination of itermapoly on the production of alcohol and tobacco
products. Production of tobacco and alcohol pradwdt be opened to other domestic and foreigndirm

according to the following schedule:

Time Schedule Category

Stage 1 X fruit-brewed alcoholic beverages

Stage 2 X+1 year brewed alcoholic beverages eissgt

Stage 3 X+2 year distilled alcoholic beverage,sepssed alcoholic beverages, alcohol
Stage 4 X+3 year beer

Note: X = Accession Year

162 The representative of Chinese Taipei statetl dhg subsidies provided for the domestic
production of tobacco and grapes would be boundjeadiially reduced as provided for in the Schedule
attached to the Draft Protocol of Accession. #&iht producing tobacco or alcohol products in Céine
Taipei would have access on an equal basis to teghb@nd domestic inputs, including any remaining
benefits from such subsidies, for their productiod processing activities consistent with the [gions

of the WTO. He added that Chinese Taipei wouldthenimplementation date of the Tobacco and
Alcohol Administration Law, begin processing apations for firms seeking authorization to produce
alcohol products liberalized in the first staged &or other alcohol products liberalized at othegss,

six months in advance of the date when such aesvére liberalized, in order to provide new erigan
with the possibility of operating under the refopnegram from its inception. He further stated &t
enterprises in Chinese Taipei that produce thesdupts would be subject to the same protection,
formalities, fees, and penalties under law, with@gjard to their ownership or length of establishime
He stated that fees charged would not be excessivenduly burdensome and that penalties for
violation of the Tobacco and Alcohol Tax and Adrstration Laws will not exceed in severity the
penalties applied for similar violations in othectrs. To ensure adequate transparency aftenrefo
Chinese Taipei would provide WTO Members with ahmeports on the volumes of tobacco and
alcoholic products manufactured in Chinese Taipdi@n taxes paid by TTWMB by taxable category.
Until TTWMB was privatized , this report would becampanied by an annual independent accounting

review of the operations of TTWMB based on standard customary accounting procedures, including
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a fiscal balance sheet that reports on costs, dikpess, and revenues of TTWMB, and on its profits
and losses. Realizing that sales into the domesiket of large quantities of smuggled or counterfe

imports of alcohol and tobacco products undermiGéihese Taipei's market for legally marketed
products, and wishing to discourage such activitiethe future, the representative of Chinese Taipe
confirmed that all contraband smuggled or counteirfgorts of alcohol and tobacco products seized
would be destroyed or otherwise disposed of, takitg account the practices of WTO Members in a
similar situation, and that Chinese Taipei woukktaadditional efforts to prevent such illegal intgo

In this regard, Chinese Taipei would ensure thatame alcoholic beverage imports would be

accompanied by a certificate of origin similar hattissued by the regulatory authorities in thentgu

of origin. The Working Party took note of thesentnitments.

Government Procurement

163 In response to questions concerning the ChinEsipei's procurement policies, the

representative of Chinese Taipei stated that thbeuPement Department of the Central Trust of Clanes
Taipei was a non-exclusive procurement agent faergonent entities and State enterprises which
solicited offers and products from foreign sourcel. did not exercise nor operate as an import
monopoly. The Trading Department of the CentralsTrof Chinese Taipei acted as a non-exclusive
import/export agent for government organisationgylip and private enterprises. The Taiwan Supply
Bureau functioned as a non-exclusive tender andhpse agent for local and provincial government

organisations.

164 In response to a series of questions from meifehe Working Party concerning tendering
requirements for government procurement contrdbes,representative of Chinese Taipei said that
tender requirements set by the procurement ageweiesbased on factors such as performance, design,
international standards, domestic standards, eraefe brands (or equivalents to the referencalgyan
Any special tender requirements were clearly deedrin the tender documents. The threshold above
which open tenders were required was NT$50 milliercept in circumstances that allowed for
non-competitive tenders. The division of contractsrder to avoid the tender threshold was sultgect

an administrative penalty. Chinese Taipei's tend#ices were required to contain similar types of
information as that required by the WTO GovernmBnbcurement Agreement. All unsuccessful
bidders were, at their request, informed of theserea why they did not win a contract. There was no

provision for an unsuccessful bidder to appealraga decision not to award a tender.

165 In response to questions the representativ€hafiese Taipei said that a bidder could be
required to submit a commitment to implement amgtdal co-operation plan (ICP) to the amount of a

certain percentage of the contract price. Someleesof the Working Party said that the increased u
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of the requirement that tenderers agree to tecgpdlansfers was inconsistent with the Agreement on

Government Procurement.

166 Some members of the Working Party said thaté3lai Taipei should apply for and commence
negotiations on accession to the Agreement on Gment Procurement (AGP). The representative of
Chinese Taipei said that Chinese Taipei had cdyefnamined the request and had decided to acoede t
the Government Procurement Agreement. He added {w@or to acceding to the Government
Procurement Agreement would take steps to imptbeeprocedural aspects of the current practices.
The representative of Chinese Taipei said that €3einTaipei had prepared a draft Government
Procurement Law which will replace the existing qum@ment requirements set by the various audit
laws and regulations. The draft Law took full @out of the AGP requirements, including the
establishment of a bid challenge procedure. Thesdment Procurement Law will take effect May 27,
1999. A Government Procurement Gazette was bdfitiplly published from 1 November 1996 after

a ten-month long trial publication. The ceilingiiation of 49 per cent for the acquisition of n&&s in
existing construction firms had been abolished fld@Movember 1995. Foreign experiences can be
counted in the determination of qualification foia€s A construction company licenses. From
1 June 1997 the area restriction in the procurempeatdtices had also been lifted. The issues of the
industrial cooperation program (ICP), and the ltgn on foreign suppliers' market access/loweaig

the threshold were being dealt with in the accessegotiations for the AGP.

167 Some members of the Working Party noted thgdtiagions were continuing regarding Chinese
Taipei's commitments regarding product coverageirmptémentation of procedures associated with the
procurement process. In particular, additionatitglavas required regarding procedures to address
disputes arising in the context of the procurenagrt contract performance process. The representati
of Chinese Taipei noted that the contract perfomegmocess did not fall within the coverage of any
WTO rules.

168 The representative of Chinese Taipei stateddChmese Taipei had notified the Committee on

Government Procurement of its intention to accediaeé Agreement on Government Procurement and
had initiated negotiations to that end by the ssbion of an offer. The representative of Chinese
Taipei confirmed that Chinese Taipei would accemléhe Agreement on Government Procurement
(GPA) within one year of its accession to the WT®, however, new government procurement laws
necessary to comply with the GPA were enacted gdo€hinese Taipei's accession to the WTO,
Chinese Taipei would accede to the GPA within oearyof enactment of those laws or at the time
Chinese Taipei accedes to the WTO, whichever was. laThe Working Party took note of these

commitments.
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Agreement on Textiles and Clothing

169 The representative of Chinese Taipei statet the quantitative restrictions on imports of
textiles and clothing products originating in Clsieélaipei under arrangements between Chinese Taipei
and WTO Members that were in force on the date poithe date of accession of Chinese Taipei to the
WTO would be notified to the Textiles Monitoring 80(TMB) as being the base levels for the purpose
of application of Articles 2 of the Agreement onxiiles and Clothing. The representative of Chinese
Taipei stated that for the purpose of Chinese Taipecession to the WTO, the phrase "day prith¢o
date of entry into force of the WTO Agreement” eaméd in Article 2.1 of the Agreement on Textiles
and Clothing would be deemed to refer to the day po the date of accession of Chinese Taipdnéo t
WTO. To these base levels the increase in groatfsrprovided for in articles 2.13 and 2.14 of the
Agreement on Textiles and Clothing would be appliedstages, from the date of accession of

Chinese Taipei to the WTO. The Working Party tooke of these commitments.
Barter Trade

170 Some members of the Working Party requestedniation on the treatment of imports under
barter arrangements. The representative of Chimeggei said that Chinese Taipei had only had
agricultural barter trade with Korea. Since 1982 barter of Korean apples and pears for Chinese
Taipei bananas had been stopped. In 1997, a neveragnt had been made between Korea and
Chinese Taipei, which provided for barter of Koregpples and pears for Chinese Taipei bananas,
lychees, mangoes, garlic, onions and oranges. rUhdeexisting bilateral arrangement, Korea was
provided with access to the local market in respécipples (which were currently subject to area
restriction) and nashi pears (which were curremtigier import ban) up to a specified volume. Hedot
that following the elimination of the area resionts on apples and quantity restrictions on nasarg
there would be no need to maintain this arrangemiget Chinese Taipei's accession to the WTO. The

barter trade arrangement had been terminated froetdber 1997.

171 In response to further questions concerningchawe requirements, the representative of
Chinese Taipei said that no mandatory counter psechiequirements were imposed. The current
practice of encouraging the purchase of locally ufectured components was granted to foreign
investors who had exported substantial quantiiesomponents or parts back to their home countries
but had no monetary implications or value. Theppse of the scheme was to encourage export of
locally made automotive parts by giving a publim@mcement of the Government's appreciation for
increased export volume by particular supplierdie Bcheme was not a subsidy program nor did it

impose any mandatory requirement to make localaises.
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Agricultural Policies

172 Some members of the Working Party noted thateSh Taipei had indicated that it did not
apply subsidies to exports of products, and aooghd these members stated that Chinese Taipei
should agree to bind its export subsidies at zeritsiSchedule of Concessions. In response, Ghines
Taipei agreed that its schedules would includeransitment to bind export subsidies at zero. These
members noted however, that Chinese Taipei exptreesurpluses of rice generated by artificialtythi
internal price supports sustained by an import dracompetitive products. On average from 1990 to
1992, exports had represented some 10 per cembdidigiion and some 160,000 tons. These members
asked that Chinese Taipei explain how the diffeedmetween the price paid to producers and the expor
price was funded as well as the meaning of theesgmn "a comfortable rate of self sufficiencyiaet.
Information was also requested on total price stpgxpenditures of Chinese Taipei and the use of
government assisted loans as provided in the StiduAgricultural Development. Some members also

enquired whether the import ban on rice was ofreeige application and requested its elimination.

173 The representative of Chinese Taipei statedCGhanese Taipei's policy was to liberalise the
agricultural sector. In response to questionsregheesentative of Chinese Taipei indicated thepitice
support mechanisms operated to purchase agridyiiaducts from farmers at guaranteed prices, which
were set above the production cost of the produnctesponse to further questions the represestafiv
Chinese Taipei informed members of the Working y#rat Chinese Taipei operated a system to
compensate farmers for damage caused by compdititionimports of agricultural products. Relief
was accorded if producers of major agriculturaldoicis suffered serious injury as a result of the
liberalisation of imports due to trade negotiati@ngolicy changes. If the quantity of such prdaduc
imported during the injury period had increased2Byper cent or more compared with a reference
period of the previous three years; or the impogesucts had been subsidised or had otherwise
benefited from unfair trade practices. Seriouarinyvas deemed to occur when the market price fell
below the cost of production. The sixteen prod@tigible for relief under the Regulations were as
follows: citrus, apples, plums, peaches, guavaasp@vax apples, grapes, tea leaves, beef, pock, du
meat, bred shrimps, pineapples, chicken meat amdscl In 1995, the legislation was amended to the
“Rules for Redressing Damage to Farmers Causedgbiguftural Imports.” It broadened the eligible
products to all agricultural products. The repngstve of Chinese Taipei also submitted to the
Working Party information concerning the draft Plan implementation of this program. The
representative of Chinese Taipei confirmed thatsuess taken to redress damage to farmers caused
by agricultural imports would be included in thdéccdation of Chinese Taipei's AMS calculations and

AMS reduction commitments according to the AgreenoenAgriculture.
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174 The representative of Chinese Taipei also dtdxwmilnformation Concerning Domestic
Support and Export Subsidies in documents WT/ACE&FPKM/4/Rev.2 and
WT/ACC/SPEC/TPKM/10/Rev.1.

175 In response to questions, the representatiéhofese Taipei noted that the AMS would be
scaled down consistent with the requirements oWi® Agreement on Agriculture, i.e., phase-downs
would be completed by the year 2000. The purpéskeorice price support was to maintain a stable
food supply and to maintain farmers' income. Tice price support mechanism consisted of two
elements: planned purchase and supplementary perch@ihe purchase was made twice in a year
divided into two crops. Aged rice was exportegates lower than the production costs due to the
lower quality when compared to new rice. The FBadeau mandated the Central Trust to auction off
the rice with the base price taking into accoustititernational rice price. The feed plants, livek
farming business and aquaculture business coulty appthe Food Bureau through the Feedstuff
Association for the purchase of feed rice. Theewas set at 90 per cent of the wholesale price fo
imported maize at the time of purchase price paymérhe difference between the guaranteed price
paid to producers and the export price was fungeithd government budget. The guaranteed purchase
price was the only price support measure employe@hinese Taipei. Rice imports needed a Consent
Letter of the Food Supply Bureau. Because of @oeeyxction consent letters were not given and rice
could not be imported. He added that soybeans,armt sorghum were eligible for crop purchase under
the Rice Production and Ricefields Diversificatierogramme. In addition, the importation of soylsean
corn and sorghum had been liberalised, and thedédr those products were 1.5 per cent, 1 per cent
and 1 per cent, respectively. He also stated Ghatese Taipei would gradually reduce excess rice
production. A proposal on rice imports would bémiited to the Working Party after completion of
bilateral negotiations. Chinese Taipei's standévdpaddy, milled and brown rice were provided to

members of the Working Party.

176 Some members of the Working Party expressetinced concern about Chinese Taipei's
practice of auctioning central rice stocks for expmly. These members noted that only livest@sdf
businesses had access to these stocks for dorasstiend only at fixed prices. In the view of ghes
members, this practice was an export subsidy.espanse, the representative of Chinese Taipetstate
that in addition to livestock feed businessesstivek and fish farmers also had access to thestooks.
Chinese Taipei did not consider that the practineunted to an export subsidy. However, in order to
alleviate members from the concern, the represeatat Chinese Taipei stated that purchasers ef ric
from the central stock would not be required tocekphe purchased rice. Chinese Taipei also stated

that upon accession, anyone having the right wetra rice in Chinese Taipei would have access to
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aged rice from central stocks on the same terneaxffto exporters, and that no further trade-based

restrictions would be imposed. The Working Paoggkinote of these commitments.

177 The representative of Chinese Taipei statddhlesban on imported rice would be lifted upon
Chinese Taipei's accession to the WTO. ChineseeT @pended to structure market access for rice
imports along the lines of Annex 5 of the AgreemamtAgriculture, calculated on a brown rice basis.
The rice import quota would be increased in equabial increments, growing to 144,720 metric tons
in the year 2000. If Chinese Taipei accedes to/ffi® in 2000, the size of the rice quota in thetfirs
year of access will be 144,720 metric tons. Withiew to maintaining a transparent rice import
arrangement, Chinese Taipei would consult with"\&lyO Member upon request. The representative
of Chinese Taipei further stated that 1990-92 wdeéddised as the base period in the calculation of
rice imports and for any calculations under panalgia of Section A referred to above as 1990-92 was
used concurrently as the base period in tariff tiegons, as well as the calculations for AMS and
SSG trigger price. In response to further requiEstsnformation on its proposed SSG system, the
representative of Chinese Taipei provided membgtheoWorking Party with a detailed description
of the proposed program in document WT/ACC/SPECNIFM{Rev.1.

178 In response to questions concerning exportsugfr, tobacco leaves and bananas, the
representative of Chinese Taipei stated that Caimagpei's sugar exports fluctuated with changélen
United States import quota allocated to ChinespdiaiAll exports of sugar were to the United Sate
The sugar supply was the monopoly of Taiwan Sugap@ation, which was an enterprise under the
supervision of the Ministry of Economic Affairs witshares partly held by private parties. Taiwan
Sugar Corporation had its own sugar cane farnadsa contracts with farmers for processing the rsuga
cane and sharing the sugar made from sugar cangedduom such farmers. The sugar cane growers
could share 55 per cent of the sugar, which in ¢auld be purchased by Taiwan Sugar Corporation for
export or sale in the domestic market. The puipase was calculated on the basis of domestie pri

if the sugar was sold to the domestic market; amdhe basis of export guaranteed price or the

settlement price after payment to the Sugar Szalbitin Fund, if the sugar was to be exported.

179 The representative of Chinese Taipei statetl the Sugar Stabilization Fund had been in
existence since 1966 for the purpose of stabiligungar export and farmers' income. The Fund oprat

as follows: when the export price was higher thathrashold payment was made to the Fund; the
payment amount was calculated according to the sfahe price difference and at a cumulative rate.
When the export price was lower than the exportapuaed price, payment to the farmers for the price
difference was made out of the Fund. Taiwan S@meporation, however, had to bear the price

difference all by itself. The export price hadhé&mver than the export guaranteed price in regeats.
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The price difference had been paid out of the Framdributed by the price difference resulting friiva
export price exceeding the export guaranteed pritee past. Sugar prices were of two types:voag

for sugar of general use, and the other was faarsuged for processing exported food products. The
domestic price for sugar of general use was s#tdMinistry of Economic Affairs; while the pricésr
sugar of export processing use was determined eidhis of London spot market price (F.O.B.) for
sugar plus importation cost. The food processmgpanies applied to Taiwan Sugar Corporation for
purchase of the needed sugar and paid the donpestcin the first instance. When the productsewer

exported, the differences were settled Since 11084, the Fund has stopped operating.

180 The representative of Chinese Taipei statedathtobacco exports were of tobacco purchased
by the Taiwan Tobacco and Wine Monopoly Bureau (MBY. Banana exports were dealt with by the
Fruit Transportation and Marketing Cooperative. éVlthe export price of bananas was lower than the
export guaranteed price, the difference was covieyed fund administered by the Cooperative; when
the export price was higher than the export guaeahprice, contributions were made to the fund
according to the scale of the difference and atrautative rate. Farmers could choose whetherlto se
their products to the domestic market or to theg@oative for export. The prices for domestic salas

for export are determined according to the demamtisaipply. Generally, export prices were higher
than the domestic price. The representative oh€d@ Taipei also stated that soybeans, maize and
sorghum were purchased by the Provincial Food Buaad summer vegetables were mostly purchased
by the Taipei Agricultural Produce Marketing Compam the basis of guaranteed minimum prices.
Guaranteed purchases of wine grapes and wheatgeadérminated in the first part of 1997 and 1995,

respectively.

181 Some members of the Working Party requestessessment of the effect of the price support
programmes operated by Chinese Taipei on the atjportof Chinese Taipei's agricultural products. |
response, the representative of Chinese Taipeaedephat he did not consider that the price support

programme constituted a subsidy on exports..

182 The representative of Chinese Taipei statet upan accession, in accordance with the
provisions of the Agreement on Agriculture, Chin@sgei would eliminate all quantitative restricto
and bind all tariffs applied on imports of agricuil products listed in Annex | of the Agreement.
Further, in accordance with Article 3, Part Il bétAgreement on Agriculture, Chinese Taipei wowdtl n
provide export subsidies, nor support in favourdoimestic producers, in excess of the commitment
levels specified in the Schedule annexed to tlosopol, and confirmed that from the date of accegssi
support previously granted for the production diaimco and grapes would be calculated into AMS. The

Working Party took note of these commitments.
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183 Chinese Taipei's commitments on agriculturdfdaon domestic support and export subsidies
for agricultural products are reproduced in theeSale of Concessions and Commitments of the Annex
to the Protocol of Accession of Chinese Taipeih® WTO. The Working Party took note of these

commitments.
VIl. TRADE RELATED INTELLECTUAL PROPERTY REGIME

184 Some members of the Working Party noted thegdant years, Chinese Taipei had introduced
a number of improvements to the protection of ietélial property rights and that Chinese Taipei was
apparently ready to assume in full the obligatisesout in the WTO Agreement on TRIPS. In their
view the problems faced by Chinese Taipei in thmsaarelated to enforcement rather than to the
intellectual property rights legislation itselfnfébrmation was requested with regard to the entty i

force of the Patent Law, the Trademark Law, thedrdted Circuit Protection Law and the Industrial
Design Law. Information was also requested on dkxistence of bilateral agreements, the border
measures to combat counterfeiting, the procedynglcable to the infringement of intellectual praye

rights, the protection accorded to pharmaceuticatntions, the protection accorded to geographical

indications and to appellations of origin for wirgesd spirits.

185 In response, the representative of Chinesesilsgpd that the Action Plan to Comprehensively
Protect Intellectual Property Rights approved by Executive Yuan on 29 June 1993 had set out the
following eight directions for efforts to strengthahe protection of intellectual property rights:
(i) improving the relevant legal framework; (itfengthening the relevant administrative organiugti

(iii) enhancing the enforcement of the relevantdaand regulations; (iv) increasing education and
promotion; (v) increasing the capability to negt#i with other economies; (vi) strengthening
investigation and research capabilities; (vii) yiling adjustment assistance to the industries eroed;

and (viii) monitoring the implementation of theapl Some members of the Working Party responded
that they had noted continued high levels of pirafoyomputer software in Chinese Taipei and expbrt
pirated software embodied in semiconductors. Memloé the Working Party expressed concern
regarding the failure to impose penalties, in palir administrative penalties and seizure of mgfing

product and machinery predominately used to produchk products, sufficient to deter piracy.

186 The representative of Chinese Taipei statedGh@aese Taipei had decided to establish the
Intellectual Property Bureau whose responsibilipsvexclusively for dealing with intellectual projyer

matters.
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Copyright and related rights

187 Concerning copyrights, the representative ah€de Taipei noted that according to Article 4 of
the Copyright Law, copyrights of economies or terres which have established reciprocity with
Chinese Taipei were protected by Chinese Taipeite€tion also extended to foreign works published
for the first time in the territory of Chinese Taipor foreign works which were published in Chmes
Taipei within thirty days of their first publicatian territories outside of Chinese Taipei. Chan&aipei
had revised the Copyright Law to meet the requiregmef TRIPS. The main revision includes:
(&) amending the definitions for public broadcasid public performance; (b) giving explicit
protection for performers' performance; (c) detgtprovisions concerning compulsory licenses for
translation; and (d) affording a life-plus-50-y®aor 50 years term of retroactive protection in
consistency with the obligation under Article 18tloé Berne Convention. The Amendment had been
promulgated since 21 January 1998, and effectimeesR3 January 1998, except the retroactive

protection provisions which will not take effecttii€hinese Taipei's accession to the WTO.

188 In response to a question concerning ChinegeiBacurrent protection for computer programs
and foreign well-known marks he said that since0188mputer programs had been protectable as
"literary works", and protectable as computer paogmes since 1985 under the Copyright Law. The

protection term was 50 years.

189 The representative of Chinese Taipe statedithats opinion, the Copyright Law was in
conformity with the Berne Convention and the TRIRffeement. He provided details of the Copyright
Law provisions to the Working Party. He said tG&inese Taipei had promulgated one Act and eight
implementing regulations: Copyright Intermediaryg@mization Act; The lllustrated Contents of Each
Kind of Works in Paragraph 1 of Article 5 of the@might Law; The Certain Amount in Item 2 and 3
of Paragraph 1 of Article 87bis of the Copyrightw;aRegulations Governing Application for
Approval of Compulsory License of Musical Works aRdyalties for Use Thereof; Standards for
Compensation for Fair Use of Works in Paragraptfdicle 47 of Copyright Law; Regulations
Governing Registration of Plate Rights; ImplemédntatRegulations for Suspension of Release of
Goods Infringing on Copyright or Plate Right by @ums Authorities; Regulations of Copyright
Dispute Mediation; Organic Charter of the Copyrifixamination and Mediation Committee of the

Ministry of Interior.

190 In response to the assertion by some membéne dWorking Party that Chinese Taipei did not
appear to protect against the transmission ofigiing copyright material on its cable televisiotwak,

the representative of Chinese Taipei indicated thatGovernment Information Office (GIO) had
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determined that a priority target was a crackdowrillegal cable television networks that transmiitte
illegal copyrighted television programmes withoutlerization. In the event of such a transmission
being made, the GIO severed the cable connectidheobroadcaster and referred the matter to the
prosecuting authorities. After the Cable TV LawdHazeen promulgated in 1993, the GIO had the
authority to impose fines on those cable TV netwowkhich transmitted copyrighted televisions

programmes without authorization, and refer caséiset prosecuting authorities.

191 The representative of Chinese Taipei also ntitatl a bilateral agreement on protection of
copyright with the United States had taken effecti6 July 1993 and had been reinforced by a bahter
agreement regarding reciprocal treatment on therigyirights of trademarks and patents of
10 April 1996. In his view, the agreement in sarases gave a higher standard of protection than the
Berne Convention. The text of this agreement wadenavailable to the Working Party as well as the
Agreement Concerning the Protection and EnforceraeRights in Audiovisual Works between the
Coordination Council for North American Affairs arithe American Institute in Taiwan. The
representative of Chinese Taipei welcomed any dppity of entering into bilateral agreements on the

enforcement and recognition of intellectual propedhts with its other trading partners.

192 In this connection, the representative of Glan€aipei noted that Article 4 of the Copyright
Law provided that copyright protection for workea&ted outside Chinese Taipei could be granted on
the basis of reciprocity. The reciprocity requifed granting protection to foreign copyrights abie
established by way of (i) a treaty or agreemeitufilateral action by other economies througtirthe
laws, regulations, or other legal instruments wigobvide protection to Chinese Taipei's copyrigbts,

(iii) customary practices. Chinese Taipei wasimgllto discuss with interested parties to find aually
accepted way to establish such reciprocity. Intexidto the reciprocity established with the Udite
States, Chinese Taipei had decided to protect waigmating in the United Kingdom, Hong Kong and
Switzerland through unilateral administrative actfollowing those three economies actions protgctin

works of Chinese Taipei origin.
Trademarks

193 In response to questions, the representati@Ghiolese Taipei stated that Article 37(1)(7) of the
Trademark Law was applied to provide protectionvi@ll known foreign marks in accordance with
Article 6 bis of the Paris Convention, i.e. even when the geogl® not similar to the goods in respect

of which a trademark was registered.

194 In response to further questions concerning thdemark Law and the statement by a member

of the Working Party that Chinese Taipei's Burehbtandards applied the standards for trademark
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registration in a manner that was not consisty i requirements of the TRIPS Agreement, the
representative of Chinese Taipei provided detdilth® system of protection and the respective time
limits which, in his opinion, were basically consist with the TRIPS Agreement. He stated that the
Bureau of Standards had recently adopted sevedures to facilitate the examination process and to
maintain consistency. Statistics revealed tha&hmese Taipei applications for trademark registmat
filed by foreign applicants had a consistently regiproval rate. Concerning the question of gedacap
denominations of origins, he confirmed that the déraark Law did not deal with geographic
denominations of origin. However, if an applicatfor a trademark was made and the trademark could
cause confusion as to the geographic origin ofntheked goods, the application could be rejectdd. |

appellations of origin were used as trademarks tis& would violate Article 37 of the Law.

195 The representative of Chinese Taipei saidttieaTrademark Law, Articles 4, 5, 23, 25, 34, 37

and 61 had been amended to achieve:

0] to broaden the scope of reciprocal granting ofridfie of priority to cover the situation
where there was no formal agreement but the rigptiority was granted to Chinese

Taipei's owner of trademark through practice;

(i) to include a combination of colours in the groujiterins that are capable of constituting

a trademark so as to be consistent with Articleflitbe TRIPS Agreement; and

(i)  to extend administrative protection to welindwn marks by providing that no
applications may be filed for registration of ademark design which was identical
with or similar to another person's well-known &athrk or mark and likely to cause
the public to form a mistaken belief.. This ameedtrhad been passed in April 1997

and has come into force on 1 November 1998.

Geographic indications

196 On geographic indications, he noted that ctiyretine Trademark Law did not have specific
provisions for the protection of geographic indimas and appellations of origin for wines and $giri
However, as a general rule, if a manufacturer'safisgeographic indications as trademarks caused
confusion to the general consumers as to the geloiged origin of the product concerned, the Burefiu
Standards could on its initiative or upon petitioy interested parties turn down the application of
trademark registration or cancel the existing tegfion, as the case may be, according to Artigle 3
paragraph 1, sub-paragraph 6 of the Trademark Laappellations of origin were used as trademarks,

there would be a violation of Article 37, paragrdplsub-paragraph 10 regarding indications of wrigi
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The relevant trademark application would be turdegvn or the registration would be cancelled.
Chinese Taipei believed that the above protectimulsl meet the requirement for the protection of

geographical indications and appellations of or@gintemplated in the WTO TRIPS Agreement.
Patents

197 Concerning patents, the representative of Ghirnkaipei noted that under paragraph 1 of
Article 42 of the 1986 Patent Law, a patent holdad the exclusive right to make, sell, or use his
invention. Therefore, a product patent gave ptotedo the product no matter which process wasd use
in the manufacturing of the product. Paragraphf the same Article provided that if the patented
invention was a process, the patent protectionneet# to the product using the process in the
manufacturing. However, if the product was subjecanother party's patent, the use of the process
invention required the consent of that other paifjre above rules applied to all inventions, incigd
pharmaceutical inventions. The Patent Law, (asndew in 1994) provided statutory bars to an
invention patent in Article 21. Article 56 of tleenended Patent Law confered on the patentee of a
patented article and patented manufacturing protesexclusive rights to manufacture, sell, use or
import. Article 80 stipulates that where the prddutanufactured in accordance with a patented
manufacturing process was under a product patemteyt to others, the owner of such process patent

shall not put his process invention into practidgheut the consent of the product patentee.

198 In response to questions concerning whethen@aeeutical inventions could be the subject of a
product patent giving protection to the productependently of the process with which it had been
manufactured, the representative of Chinese Taipiel that a patent was granted on the invention,
regardless of which process was used in the mamnuéaof the goods. He said that the examining
authority could grant extensions of the time linfitg the submission of supplementary information

supporting a patent application.

199 He added that the Patent Law, Articles 21,561,57, 78, 79, 80, 82, 88, 91, 105, 109, 117
and 122 had been amended to achieve the follovijagiives:

(0 to delete the requirement of reciprocity inpest of the granting of patents for
micro-organisms, extension of patent protectiomseand the granting of exclusive

import rights so as to be consistent with Artidesnd 4 of the TRIPS Agreement;

(iii) to limit compulsory licensing in respect of semndactor technology to public
non-commercial use or to remedying anti-competipvactice, so as to be consistent
with Article 31(c) of the TRIPS Agreement;
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(iv) to provide patent owners and his/her exclusiven$iees the right to request destruction
or other necessary disposition of the infringingpdm raw materials or instruments
used, in connection with the infringement, so am&®t the requirement of Article 46
of the TRIPS Agreement which calls for giving thedigial authority to order

disposition outside the channels of commerce;

(v) to provide for shifting the burden of proof in resp of process patents as required by
Article 34 of the TRIPS Agreement; and

(vi) to provide for longer term of protection fondustrial design, so as to meet the

minimum requirement of 10 years of the TRIPS Agrexsm

These amendments had been passed in April 199Wamid enter into force at the time of

accession.

Protection of undisclosed information

200 In response to questions concerning whetheneSai Taipei protected trade secrets, the
representative of Chinese Taipei said that thed &atrets Law was promulgated on 17 January 1996.
He assured the Working Party that the protectiommaafe secrets would conform with the requirements
of the TRIPS Agreement.

Enforcement

201 Concerning enforcement of intellectual propdatys, the representative of Chinese Taipei
noted that in addition to the administrative measuo be taken by the National Bureau of Standards,
the Fair Trade Law and the Commodity Labelling Laiso provided for the protection of intellectual
property. Article 21(1) of the Fair Trade Law pided that enterprises (i.e. firms or individuals
engaging in trade) could not make any false oreadihg marking of place of origin or manufacturing
or distribute, export or import goods bearing so@rking. Violators could be fined up to one miflio
NT Dollars. The fine had been raised to NT$25iamillas a result of the amended Fair Trade Law
which had been promulgated on 3 February 1999.etJihd Commodity Labelling Law, importers and
manufacturers were required to include informatilating to the name and address of the manufacture
on product labels. An offender found guilty of laiting this law and failing to rectify the impropty
within a prescribed time-limit would be punished &yfine of 5,000 to 50,000 yuan (equivalent to
NT$15,000 to NT$150,000). In the case of grievofience, the violator may also be subject to such

disciplinary action as suspension or cessationusfriess operations. In addition, persons usirge fal
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designations could be liable under Article 33%h&f Criminal Code as having committed the offence of

forgery.

202 Concerning the enforcement of intellectual proprights, the representative of Chinese Taipei
said that Chinese Taipei provided training concgynntellectual property rights (intellectual progye
rights) to judges, prosecutors and other law epfoent officials. Newly appointed judges and
prosecutors could not practice until they had cetepl an eighteen month training programme which
included an introduction to intellectual properights. Additional training was provided to incumbe
public prosecutors. Chinese Taipei had also tedteps to co-ordinate the relevant agencies in the
enforcement of intellectual property rights. Thebk Prosecutors' Office attached to the Chinese
Taipei High Court had conducted five seminars sihdeilly 1992 for representatives from government
agencies including Customs, the Government InfaomeDffice (GIO), the Board of Foreign Trade
(BOFT), and the Police Administration. The Minystf Justice (MOJ) had also issued administrative
directives appoint specific public prosecutorshie prosecutor's office to deal with intellectuadpperty
rights infringement cases. The MOJ had also issuledinistrative directives to public prosecutors to
handle intellectual property rights complaints aipeusly and to press for harsh sentences whenever
the circumstances warranted. Judgements whichaegpenot to have a deterrent effect would be
appealed to the High Court. The Ministry of Justiad directed to all prosecutors that the dismredf

commuting prison terms to fines should be exercisey carefully in intellectual property rights eas

203 To facilitate the investigation of intellectugroperty rights infringement cases, on
31 March 1993, the Public Prosecutor's Office mhegrated all intellectual property rights agendaes
form a task force. In a letter of 20 August 198® MOJ had requested all prosecutors to investigat
cases where Chinese Taipei residents infringe aiggr in mainland China. If the result of the
investigation meets the requirements under Arfiéle of the Criminal Procedure Code, prosecutors
should prosecute the case. Article 100 of the dgpytaw provided that a prosecutor could initiate
investigation and issue an indictment in the alesadica complaint. If a complaint had initiated the
investigation, Article 100 also provided that thegecutor could continue with the investigation or
prosecution even if the injured party withdrew deenplaint. When a search warrant and the seidure o
goods was considered appropriate, prosecutors nequered to proceed promptly. In addition to the
Copyright Law, the MOJ had directed that the disaneto not prosecute a case under the Criminal
Code should be exercised very carefully in intéllatproperty rights criminal cases. The Judi¥ia&n

had also encouraged judges to impose the heawesities possible on intellectual property rights
infringers, and had established intellectual prigpeights divisions in District Courts. Specific
prosecutors had been designated to deal withentatl property rights cases. The Public Proseguto

Office attached to the Chinese Taipei High Coud banducted several on-the-job seminars since
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1 July 1992 for new and current prosecutors. ThelN@ether with the Judicial Yuan will continue to
hold educational seminars and courses for new amdnt prosecutors and judges on a regular basis to

keep them informed of the new developments relatngtellectual property rights issues.

204 To further deter the export of counterfeit catep software, the Board of Foreign Trade of the
Ministry of Economic Affairs promulgated the Guithels for Handling Cases Where the Export of
Products related to Computer Programs was Suspett€bpyright Infringement in 1996. In this
connection, the represenative of Chinese Taipeedhdhat in November 1992, export licensing
requirements were introduced for the following prctd in order to control the export of infringing

goods:

8473.30.10.00 Computer PC board (only PC boards sétmiconductor chips and computer
software within the chip); 8473.30.10.00 Printer ig2rd (only PC boards with semiconductor
chips containing computer software); 9504.10.00&(evision video game PC boards with
semiconductor chips containing computer softwab@4910.00.10 Video games of a kind used
with a television receiver; 9504.90.90.00 Otheiclas for funfairs, table or parlour games
(palmtop electronic games containing computer sy 9504.90.90.00 Other articles for
funfairs, table or parlour games (cassettes fomimg electronic games); 9504.10.00.20
Cassettes for television video games; 8471.20.(Di§ital automatic data processing machines
(containing in the same hosing at least a CPU anpub unit, whether combined or not);
8471.92.20.10 Dot matrix printer; 8471.92.20.20dragrinter; 8471.92.20.30 Daisy printer;
8471.92.20.90 Other printer; 8524.90.30.00 Reconttgd processing system magnetic disks
(only disks containing computer software); 8528010 Other digital integrated circuits (used
in computers, printers or TV video games and coimgi chips with computer software);
8542.19.90.00 Other monolithic integrated circifiised in computers, printers or TV video
games and containing chips with computer softwa8&42.20.00.00 Mixed integrated circuits
(used in computers, printers or TV video gamesamdaining chips with computer software);
8542.80.90.90 Other integrated circuits and miggemblies (used in computers, printers or

TV video games containing chips with computer safey.

205 He noted that the export licensing requirementshe above computer-related products were
eliminated on 15 July 1998. Since that date (amdyant to a memorandum of understanding signed
with the United States) the Customs had been deléga examine packages of software consigned for
export, to determine whether they conformed toeggort permit, invoice and packaging list or other
export documents. The examinations were carriécaiotandom with 30-50 per cent of such exports

being examined. All exports of an exporter who haen previously found to have exported intelldctua
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property rights infringing products were subjectibspection, whether or not these exports were
described as computer software. All exports susgeof being counterfeit were seized, unless the
exporter could provide evidence to offset such isiep The seized products would be confiscated
when the intellectual property rights right-holaéatained a final judgment from the Courts confirgnin
that the products were infringing intellectual pedy rights. Public Prosecutors were required to
prosecute forgers of documents including documesish were used to support the exportation of
intellectual property rights infringing product$n response to further questions, the representafiv
Chinese Taipei noted that CD and VCD manufacture@@hinese Taipei were required to inscribe the
source identification code (SID) on all CD's andD/€ manufactured. This measure was aimed to
further deter the circulation of pirated CD's arfdD/s.Concerning patents and trademark infringements
the representative of Chinese Taipei stated thatAfiti-Counterfeiting Committee (ACC) under the
Ministry of Economic Affairs worked closely withéhCustoms and the Prosecutors Office. The ACC
had been designated as the coordination agensgsiti the effective operation of the export momigpr
system. The ACC was responsible for the enforcénoénanti-counterfeiting efforts involving
trademark and patents. The ACC directed the worthe intellectual property rights Enforcement
Supervisory Task Force since July 1989. The ACG erapowered to refer suspected counterfeiting
cases directly to the Courts for prosecution. dvatg conviction, the ACC could request the BOFT to
impose punitive measures according to the degreer@fusness of the offence. The BOFT could refuse
to issue export permits for a period of one yeath® companies concerned. He added that the
inspection by the Customs emphasized the examiafighe product name, brand names, qualities,
specifications, product serial numbers, model nusjbeountries of manufacture, net weights etc.
Trademark holders with sufficient information codid a petition to the Court for the provisional
attachment of the counterfeit goods or inform thesecutor. The Customs could only seize the goods
when informed by the Court or the trademark autiorif Customs suspicions were aroused concerning
the export of certain goods, it would refer theteraib the ACC. There was no such mechanism tb dea
with imported goods. He also stated that consotatwith the United States on the protection for
pharmaceuticals had been concluded. On 7 July, #883Department of Health had issued revised

public notices regarding safety monitoring whiclplgenl to all pharmaceuticals regardless of themior

206 In reply to questions concerning border measamel the the seizure by the Customs of
infringing products, the representative of Chin€agei indicated that in relation to patented goadds
was necessary for the right holders to obtain artCander before any seizure could be made by the
Customs. All infringements of intellectual properights had to be dealt with in the same manner as
patent rights. The only exception was Article 188 of the Copyright Law, which provided that
right-holders upon the posting of an appropriatedocould petition the Customs to seize imports

reasonably suspected to be infringing copies. gduels would be confiscated upon a Court judgment
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confirming the infringement. In response to quoesti concerning the seizure of parts imported into
Chinese Taipei for the purpose of being assemioldinfringing goods which would be exported to a
third country, the representative of Chinese Taippiied that Chinese Taipei had never encountered

such a situation, but the goods could be seizadCiburt order was obtained.

207 Some members of the Working Party asked whetinemadditional measures were planned in
order to combat the infringement of intellectuabperty rights, taking into account that existing
measures did not appear to be having a sufficiemercnt effect on certain commercial scale
counterfeiting operations, such as watches. Sommbars also noted the continued high levels of
piracy of computer software embodied in semi-cotmigc These members expressed concern
regarding the failure to impose penalties, in palir administrative penalties and seizure of mgfing
products and machinery used to produce such prdaidficient to deter piracy. The representatifve
Chinese Taipei replied that Chinese Taipei hacesun Action Plan for Enforcement and Protection of
Intellectual Property Rights. The Action Plan laddwn a framework for the improvement of
intellectual property protection, including the upding of the standards of protection, the appboadf

stiff administrative measures, the strengtheningidicial enforcement and the education of the gdne
public to respect intellectual property rights. Miter-agency Task Force had been established to
co-ordinate and supervise the enforcement of edelbl property rights. Chinese Taipei was

determined to enjoy a reputation as a territorybspected intellectual property rights.

208 The representative of Chinese Taipei noted tféorts to ensure fully conformity with the
Agreement on TRIPS were ongoing. Amendments tolthedemark Law passed in April 1997 had
entered into force on 1 November 1998. The amenthne the Patent Law passed in April 1997 would
enter into force upon accession. The draft framksvior the Integrated Circuits Layout ProtecticanL

had been promulgated on 11 August 1995 and enit@ieedorce on 11 February 1996. Some members
of the Working Party expressed their appreciatiorthte representative of Chinese Taipei for the
information on efforts to implement the TRIPS Agremt. These members re-emphasized the need for
effective enforcement of Chinese Taipei s intellatproperty laws as part of its obligations unither

TRIPS Agreement. The Working Party took note eSthcommitments.

209 Recognizing that sales into the domestic markstmuggled or counterfeit imports of alcohol
and tobacco products undermine Chinese Taipei'ketntor legally marketed products, and wishing to
discourage such activities in the future, the repm&ative of Chinese Taipei confirmed that all
contraband smuggled or counterfeit imports of adtaimd tobacco products seized would be destroyed,
or otherwise disposed of, taking into account tleefices of WTO Members in a similar situation, and

that Chinese Taipei would take additional effeotprevent such illegal imports. In this regartijrése
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Taipei would ensure that certain alcoholic bevernageorts would be accompanied by a certificate of
origin similar to that issued by the regulatoryreuities in the country of origin.in order to corhba

counterfeiting. The Working Party took note ofshe&ommitments.

210 The representative of Chinese Taipei stated @ranese Taipei would fully apply the
provisions of the Agreement on TRIPS by the dateaaession, without recourse to any transitional

period. Chinese Taipei would furthermore ensuréhbydate of accession:

(@) full protection of geographical indicationsaunding against trademarks which contain
or consist of such an indication), as well as ofl-kown marks (including the

enhanced protection pursuant to Article 16.2 antl he TRIPS Agreement);

(b) the establishment of a registration system tfademarks which incorporates all

conditions as set out in the TRIPS Agreement;

(c) the amendment of Chinese Taipei Copyright Lawdmply with Article 14(1) of the
TRIPS Agreement;

(d) the extension to all WTO members of advantagesently given on the basis of

reciprocity, the elimination of any reciprocity tegements; and in particular,

(e) effective enforcement (including implementataiithe special requirements related to

border measures).
The Working Party took note of these commitments.
VII. POLICIESAFFECTING TRADE IN SERVICES

211  Several members of the Working Party streseatl €hinese Taipei must undertake a
substantial package of initial commitments in iervies Schedule with minimum exceptions from
MFN treatment. Chinese Taipei engaged in marketsscnegotiations on services with members of the
WTO. The results of those negotiations are repredun Part 1l of Annex | to the Draft Protocol of
Accession. The representative of Chinese Taipgedthat an enquiry point would be establisheof as

the date of accession.

212  The representative of Chinese Taipei confirnieat MOTC would license additional
facilities-based operators effective from July 2004nd, consistent with Chinese Taipei's
commitments under the GATS, there would be no dtrohs on the numbers of licenses after Chinese

Taipei becomes a member of the WTO. In addition, MQwill deregulate international voice simple
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resale service from July 2001. From that time, readccess to services-based competition will be

fully open. The Working Party took note of thesenoaitments.

213  Some members of the Working Party welcomed €@nTaipei’'s commitment to permit

attorneys of foreign legal affairs (AFLA) to estahla partnership with or employ a lawyer licensed
in Chinese Taipei upon Chinese Taipei’'s accessidheg WTO. They also noted that Chinese Taipei
will grant AFLA status to all foreign lawyers whaeaemployed in Chinese Taipei by the date of
Chinese Taipei's accession and who complete a eéao-gmployment period, in accordance with the
"Regulation Concerning Chinese Taipei Lawyers' Emwplent of Foreigners and Administration”

thereof. The cooperative arrangements betweenie&h Taipei lawyer and an AFLA shall note

constitute a violation of provision of Article 5@ the Lawyers' Law.
IX. TRANSPARENCY

214  Some members of the Working Party noted thatl&rX of the GATT 1994 required that alll
laws, regulations, judicial decisions and admiaiste rulings relating to trade be published prdyngo
that governments and traders could become acqdamte them. Similarly, Article 11l of the GATS
required prompt publication (at the latest by iheetof entry into force - except in emergency gitures)

of all relevant measures of general applicationctvtpertain to or affect the operation of the GATS
Agreement. These members also noted that tramspaabligations arose from Article 63 of the
TRIPS Agreement. They also requested that sucls, lawgulations, judicial decisions and
administrative rulings relating to trade be systigrafly and immediately translated into a WTO afic

language.

215  Some Working Party members emphasized the tenpm# of prior notice of laws, regulations
and other measures affecting trade in goods, ssnéad intellectual property rights, in particulae
right to provide comments on proposed measures fritheir enactment and implementation. These
members of the Working Party also noted that sohtbeoWTO Agreements expressly provided for
such a notice and prior comment process and urdmaese Taipei to extend the coverage of this

process to all measures related to the WTO.

216  The representative of Chinese Taipei statddib&ollowing Laws shall be repealed, amended
or newly made by the date of accession to the W3iQtfe purpose of putting into effect Chinese
Taipei's accession commitments:

- Foreign Trade Act

- The Commaodity Inspection Law

- The Trademark Law
- The Patent Law
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- Company Law

- Customs Law Articles

- Statute for Commodity Tax

- Business Tax Law

- The Securities and Exchange Law

- The Certified Public Accountants' Law

- Commercial Port Law

- Lawyers' Law

- Architects' Law

- Statute Governing Privileges and Immunities of #areign Missions and their
Personnel in Chinese Taipei

- Law of Pharmaceutical Affairs

- Law Governing Food Sanitation

- The Publication Law

- Central Bank Act

- Banking Law

- Copyright Law

- Copyright Intermediary Organization Act

- Tobacco and Alcohol Administration Law

- Tobacco and Alcohol Tax Law

- Statute Governing the Organization of DepartmenNafional Treasury, Ministry of
Finance

- Provincial Statute for Monopoly of Tobacco and Wim&aiwan Province

- Customs Import Tariff and Classification of Imp&stport Commodity

- Statute for Establishment and Management of EXprartessing Zones

- Statute for Agriculture Development

- Food Management Law

- Statute for Inspection Procedure Governing ConstnudNVorks and Procurement and
Disposal of Properties by Government Agencies

- Statute for Vocational Assistance for Retired Sxnvien

- Law for the Administration of National Enterprises

217 A summary of the amendments that will be inicadl to some of the above-mentioned laws
was reproduced in Attachment E to this Draft Repdrhe representative of Chinese Taipei further
stated that Chinese Taipei would ensure that ftwendate of accession, all laws, regulations, jatici

decisions and administrative rulings relating sm& would be published promptly so that governments

and traders could become acquainted with them. Wdrking Party took note of these commitments.

218  The representative of Chinese Taipei furthetedtthat Chinese Taipei would ensure that from
the date of accession, all laws, regulations, jabidecisions and administrative rulings of general
application relating to trade in goods, as welh@sasures subject to the transparency provisiotiseof
GATS and TRIPS Agreement would be translated afdighed in an official WTO language no later
than 90 days after enactment or issuance. Suchumsawould, however, be published in the official
language of Chinese Taipei prior to the date sueasures are to be implemented or enforced except in
cases of extreme emergency publication would be donan expedited basis thereafter. In respect of

enquiry points required to be established undeiifi®© Agreement or the Protocol, the representative
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of Chinese Taipei stated that Chinese Taipei westdblish or designate an enquiry point where, upon
request of any individual or enterprise, all infation relating to the measures required to be ploddl
may be obtained. Replies to enquiries for inforamatvould generally be provided within 30 calendar
days after receipt of a request. In exceptionaésareplies may be provided within 45 calendas day
after receipt of a request. Replies would be cetaphnd would represent the authoritative view of

Chinese Taipei.

219  The representative of Chinese Taipei notedethistence of requirements in some WTO
Agreements for prior notice and a reasonable tionprésent comments on proposed measures. He
stated that Chinese Taipei had an open and traampaystem for adopting laws, regulations and other

measures.

220  The representative of Chinese Taipei statéduffean accession, Chinese Taipei, would provide,
except in cases of extreme emergency, a perioddpropriate authorities, including those of other
WTO members, to comment on all laws, regulatiors@her measures pertaining to or affecting trade
in goods, services, or TRIPS of at least 60 caleddgs before such measures are implemented. If
prior comment is not possible in such cases of gemay, comments will be accepted and considered

immediately after implementation. The Working Radok note of these commitments.
Notifications

221  The representative of Chinese Taipei saidtti®tatest upon entry to force of the Protocol of
Accession, Chinese Taipei would submit all notifimas (other than those required to be made ordan a
hoc basis) required by any Agreement constitutiag pf the WTO Agreement. Any regulations

subsequently enacted by Chinese Taipei which g#feetdo the laws enacted to implement any
Agreement constituting part of the WTO Agreemenuldcalso conform to the requirements of that

Agreement. The Working Party took note of thesarodgments.
X. OTHER TRADE AGREEMENTS

222 In response to questions from some memberfieoMlorking Party, the representative of
Chinese Taipei stated that Chinese Taipei was pairtg any trade agreement which provided for the

granting of preferences to trade in goods andfwices.
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Agreement on Trade in Civil Aircraft

223 In response to questions concerning the aeresEctor, the representative of Chinese Taipei
said that its aerospace industry did not preséatie the capability to assemble civil aircraft ompete
internationally. Chinese Taipei did not providey asubsidies specifically for the aerospace industry
Some members of the Working Party said that a nmoded sophisticated economy such as Chinese
Taipei, which was also a major participant in thebglization of the world's aeronautics and space
industry, should accept the Agreement on Tradeiwi Bircraft upon accession to the WTO. They
further added that due to the advanced state ointhestrial development of Chinese Taipei and the
plans to expand the aircraft and components ingustie acceptance by Chinese Taipei of the

Agreement on Trade in Civil Aircraft was a preresifigi to accession to the WTO.

224  The representative of Chinese Taipei statedCGhaese Taipei would become a signatory to
the Agreement on Trade in Civil Aircraft at the satime that it acceded to the WTO.

XI. CONCLUSIONS

225  The Working Party took note of the explanatiand statements of Chinese Taipei concerning
its foreign trade regime, as reflected in this repdhe Working Party took note of the commitments
given by Chinese Taipei in relation to certain gpematters which are reproduced in paragraphd %2,

19, 21, 22, 36, 37, 39, 44, 47, 52, 57, 63, 7073174, 75, 80, 82, 84, 86, 89, 91, 99, 108, 118, 119,
123, 129, 137, 138, 141, 142, 148, 149, 150, 152, 153, 154, 157, 160, 162, 168, 169, 176, 182, 18
208, 209, 210, 212, 217, 220 and 221 of this DRafvort and noted that these commitments had been

incorporated in the Draft Protocol of Accession.

226 Having carried out the examination of the fymeirade regime of Chinese Taipei and in the
light of the explanations, assurances and commisrgiven by the Chinese Taipei representatives, the
Working Party reached the conclusion that Chineag€l be invited to accede to the Marrakesh
Agreement Establishing the World Trade Organizabonthe terms set out in the draft Protocol of

Accession reproduced in the Appendix to this Rejrctuding the Annexes thereof.

[TO BE COMPLETED]
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APPENDIX

ACCESSION OF THE SEPARATE CUSTOMS TERRITORY

OF TAIWAN, PENGHU, KINMEN AND MATSU

Draft Decision

[The General Councll,

Having regardo the results of the negotiations directed towdhe establishment of the terms
of accession of the Separate Customs Territoryasivdn, Penghu, Kinmen and Matsu (hereinafter
referred to as "Chinese Taipei") to the MarrakegheAment Establishing the World Trade Organisation

and having prepared a Draft Protocol for the Adoessf Chinese Taipei,

Decides in accordance with Article Xll of the Marrakeslgieement Establishing the World
Trade Organization, that Chinese Taipei may acded#he Marrakesh Agreement Establishing the
World Trade Organization on the terms set out @ Ehaft Protocol for the Accession of Chinese

Taipei.]
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[DRAFT PROTOCOL OF ACCESSION OF THE SEPARATE CUSWI® TERRITORY OF
TAIWAN, PENGHU, KINMEN AND MATSU TO THE MARRAKESH AGREEMENT
ESTABLISHING THE WORLD TRADE ORGANIZATION

The World Trade Organization (hereinafter refetieeds the "WTQ"), pursuant to the approval
of the General Council of the WTO accorded undeticksr Xl of the Marrakesh Agreement
Establishing the World Trade Organization (hereggrafeferred to as the "WTO Agreement"), and the
Separate Customs Territory of Taiwan, Penghu, Kinamed Matsu (hereinafter referred to as "Chinese

Taipei"),

Taking noteof the Report of the Working Party on the AccassibChinese Taipei to the WTO
Agreement reproduced in document WT/ACC/...., dated. (hereinafter referred to as the "Working

Party Report"),

Having regardo the results of the negotiations on the accessicChinese Taipei to the WTO

Agreement,

Agreeas follows:

PART | - GENERAL

1. Upon entry into force of this Draft Protocol puant to paragraph 10, Chinese Taipei accedes to
the WTO Agreement pursuant to Article XII of thajr&ement and thereby becomes a Member of the
WTO.

2. The WTO Agreement to which Chinese Taipei aczeslell be the WTO Agreement as
rectified, amended or otherwise modified by sudalenstruments as may have entered into force
before the date of entry into force of this Protocbhis Protocol, which shall include the commititee
referred to in [paragraph 225] of the Working Pdrgport, shall be an integral part of the WTO

Agreement.

3. Except as otherwise provided for in the pardusageferred to in [paragraph 225] of the
Working Party Report, those obligations in the Matieral Trade Agreements annexed to the WTO

Agreement that are to be implemented over a peidine starting with the entry into force of that
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Agreement shall be implemented by Chinese Taipéiiabad accepted that Agreement on the date of

its entry into force.

4. The Special Exchange Agreement between the WhOGChinese Taipei reproduced in Annex

I to this Draft Protocol forms an integral parttbis Protocol.

5. Chinese Taipei shall at the time of its accessiothe Marrakesh Agreement Establishing the
World Trade Organization (WTO Agreement) acceptiRheilateral Trade Agreement on Trade in Civil
Aircraft listed in Annex 4 of the WTO Agreement.

6. Chinese Taipei may maintain a measure inconsigligh paragraph 1 of Article Il of the GATS
provided that such a measure was recorded in gshefliArticle Il Exemptions annexed to this Draft

Protocol and meets the conditions of the Annex@GATS on Article Il Exemptions.

PART Il - SCHEDULES

7. The Schedules reproduced in Annex | to this tDiPabtocol shall become the Schedule of
Concessions and Commitments annexed to the GeAgralement on Tariffs and Trade 1994
(hereinafter referred to as the "GATT 1994") arel §thedule of Specific Commitments annexed to the
General Agreement on Trade in Services (hereinedterred to as "GATS") relating to Chinese Taipei.
The staging of the concessions and commitmentsdlist the Schedules shall be implemented as

specified in the relevant parts of the respectige8ules.

8. For the purpose of the reference in paragraghd(Article Il of the GATT 1994 to the date of

that Agreement, the applicable date in respecthef Schedules of Concessions and Commitments

annexed to this Draft Protocol shall be the datentfy into force of this Draft Protocol.

PART Il - FINAL PROVISIONS

9. This Draft Protocol shall be open for acceptabgesignature or otherwise, by Chinese Taipei

10. This Draft Protocol shall enter into force twe thirtieth day following the day upon which it

shall have been accepted by Chinese Taipei.
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11. This Draft Protocol shall be deposited with tBé&ector-General of the WTO. The
Director-General of the WTO shall promptly furnishcertified copy of this Draft Protocol and a
notification of acceptance by Chinese Taipei tleepirsuant to paragraph 9 to each Member of the
WTO and to Chinese Taipei.

This Draft Protocol shall be registered in accoogawith the provisions of Article 102 of the
Charter of the United Nations.

Done at Geneva, this [date] day of [month] oneuglamd nine hundred and ninety ....., in a

single copy in the English, French and Spanishuaggs, each text being authentic.]
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ANNEX |

SCHEDULE .... - SEPARATE CUSTOMS TERRITORY
OF TAIWAN, PENGHU, KINMEN AND MATSU

Part | - Goods

[The Schedule will be circulated in document .... ]

Part Il Services

[The Schedule will be circulated in document .... ]

[TO BE COMPLETED]
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[ANNEX II

SPECIAL EXCHANGE AGREEMENT BETWEEN THE
SEPARATE CUSTOMS TERRITORY OF TAIWAN, PENGHU, KINMEAND
MATSU (HEREINAFTER REFERRED TO AS "CHINESE TAIPEIAND THE
WORLD TRADE ORGANIZATION (HEREINAFTER REFERRED TO®RTHE "WTQO")

Whereasparagraph 6 of Article XV of the General Agreement Tariffs and Trade 1994
(hereinafter referred to as the General Agreem@®4)] [as indicated in the Explanatory Notes thigreo
provides that any WTO Member which is not a mends¢he International Monetary Fund (hereinafter
referred to as the "Fund") shall, within a timeb®determined by the WTO after consultation with th
Fund, become a member of the Fund, or, failing #ater into a special exchange agreement with the
WTO;

Whereasparagraph 7 of the said Article provides that ssjpbcial exchange agreement shall
provide to the satisfaction of the WTO that thgeotive of the General Agreement 1994 will not be
frustrated as a result of action in exchange nsatigrthe Member in question, and taking into actoun
that the terms of such an agreement shall not iempbkgations inconsistent with those imposed lgy th
Fund;

Whereashe Separate Customs Territory of Taiwan, Penflmmen and Matsu (hereinafter
referred to as "Chinese Taipei") desires to actedbe Marrakesh Agreement Establishing the World
Trade Organization (hereinafter referred to as"iMEO Agreement”) in pursuance of Article XlI
thereof;

The World Trade Organization
and

Chinese Taipei, acting through its representatiug authorized for this purpose,

Hereby agree as follows
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ARTICLE |
Orderly Exchange Arrangements
1. Chinese Taipei shall collaborate with the WTOpremote exchange rates which reflect

underlying economic fundamentals, to maintain dydexchange arrangements with other Members of
the WTO, to avoid competitive exchange alteratiamgl to assist, in accordance with Articles 1l dhd
of this Special Exchange Agreement, in the elinnimabf restrictions on the making of international

payments and transfers within the multilateraleystand to promote international trade and invastme

2. Recognizing that the essential purpose of therriational monetary system is to provide a
framework that facilitates the exchange of goodsyises, and capital among countries, and thashelp
sustain non-inflationary economic growth, Chines&ip@ undertakes to assure orderly exchange

arrangements and to promote a stable system ofegelrates. In particular, Chinese Taipei shall:

(0 Endeavour to direct its economic and finanqgmlicies toward the objective of

fostering sustained, non-inflationary economic growith macroeconomic stability;

(i) Permit exchange rates to reflect underlyingreomic and financial conditions;

(iii) Avoid manipulating exchange rates or theemiational monetary system in order to
prevent effective balance-of-payments adjustmentoogain an unfair competitive
advantage over other members; and

(iv) Follow exchange policies compatible with tnedertakings under this Article.

ARTICLE Il

Avoidance of Restrictions on Current Payments andtipe Currency Practices

1. Chinese Taipei shall not, without the approvethe WTO, impose restrictions on the making

of payments and transfers related to current a¢d¢camsactions.
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2. Chinese Taipei shall not engage in, nor permsit Ministry of Finance, Central Bank,
Stabilization Fund, or other agency, to engagenindiscriminatory currency arrangements or multiple

currency practices except as approved by the WTO.

3. Exchange contracts which involve the currencamf Member or Chinese Taipei and which
are contrary to the exchange control regulationghat Member or Chinese Taipei maintained or
imposed consistently with the Articles of Agreemehtthe Fund or with the provisions of a special
exchange agreement entered into pursuant to patagraf Article XV of the General Agreement 1994
or this Special Exchange Agreement, shall be uneaé&ble in the territories of Chinese Taipei ohia

territories of any Member.

ARTICLE Il

Controls of Capital Transfers

1. Chinese Taipei undertakes that it shall seek/éid the imposition of capital controls to address
balance-of-payments and macroeconomic objectividewever, Chinese Taipei may exercise such
controls as are necessary to regulate internatioagital movements, if these movements are
destabilizing to the balance of payments or jedpardhacroeconomic stability, so long as Chinese
Taipei does not exercise these controls in a mamhih will restrict payments for current transans

or which will unduly delay transfers of funds irttlment of commitments.

2. Chinese Taipei undertakes that measures affecéipital flows will be in accordance with this

Special Exchange Agreement, the General Agreen®®4, hnd the WTO Agreement.

3. If Chinese Taipei institutes new capital corstrol tightens existing capital controls, it shall

immediately after instituting or tightening suchtiols consult with the WTO.

ARTICLE IV

Restrictions on Payments - General

1. In the event that Chinese Taipei, with the approf the WTO, as provided in Article II, or

consistent with consultations with the WTO, as med in Article Ill, as the case may be, imposes a
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measure to restrict payments and transfers fornbedaf-payments and macroeconomic stability

purposes, it shall:

(a) initiate good faith consultations with the Wb economic adjustment measures to address the

fundamental underlying economic problems giving tsthe measures; and

(b) adopt or maintain economic policies consistétit such consultations.

2. A measure adopted or maintained under Articté this Special Exchange Agreement shall:

(@) avoid unnecessary damage to the commerciahoago or financial interests of another

Member;

(b) be temporary and be phased out within a clespécified time-frame;

(c) be the least burdensome type of action avaijabl

(d) be consistent with this Special Exchange Agexdmand the economic policies adopted

pursuant to paragraph 1(b) of this Article; and

(e be applied on a most-favoured-nation treatrbasis.

3. A measure adopted or maintained under Arti¢leflthis Special Exchange Agreement shall to
the extent practicable conform to the provisioridaeh in sub-paragraphs (a) through (e) of paplr

2 of this Article.

ARTICLE V

Furnishing of Information

1. Chinese Taipei shall furnish the WTO with sudieimation within the general scope of section
5 of Article VIII of the Articles of Agreement ohé International Monetary Fund as the WTO may

require in order to carry out its functions under WTO Agreement.
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2. Chinese Taipei shall be under no obligatiorutaish information in such detail that the affairs
of individuals or corporations are disclosed. @k Taipei undertakes, however, to furnish theetksi
+information in as detailed and accurate a mann& practicable.

ARTICLE VI

Miscellaneous Provisions

1. For purposes of this Special Exchange Agreentemterm "Payments for current transactions™
means payments which are not for the purpose o§feering capital, as defined by the International

Monetary Fund.

2. The WTO shall at all times have the right to ommicate its views informally to Chinese

Taipei on any matter arising under this Agreement.

3. Whenever the WTO consults with the Fund on exgbanatters or in other appropriate cases
particularly affecting Chinese Taipei, the WTO $lake measures, as are satisfactory to the Fond, t
ensure effective presentation of Chinese Taipaie d¢o the Fund, including, without limitation, the

transmission to the Fund of any views communichie@hinese Taipei to the WTO.

4. The Understanding on Rules and Procedures Gogdtre Settlement of Disputes of the WTO

shall apply to disputes arising under this Agredmen

5. This Agreement shall enter into force on theedaft entry into force of the Protocol of

Accession of Chinese Taipei to the WTO.]



WT/ACC/SPEC/TPKM/2/Rev.2
Page 101

ATTACHMENT A

Price Controls List

The tariff items subject to price controls andrthestification and legal basis are as follows:
1. Price Controls Mandated by Law: Electricity &att;

2. Price Controls to Implement Specific Polici€s: energy policy to stabilize oil prices as well
as prices of general commodity prices (as oil &hhsis input for almost all productions); Sugat an

fertilizer: agricultural policy to stabilize farngrincome and production cost;

3. Price controls on other necessities: Naturalagad liquefied petroleum gas: mandated by the
"Statute for Monitoring Private Enterprises OpemgtPublic Utilities"; price to be determined by the
Public Utility Rate Commission of the Executive Yua

(0 Electricity: The legal basis for price canls was the Electricity Law;

(i) Salt: The HS number is 2501. The legal &dar price control was the Statute for Salt
Administration;

(iii) Petroleum: The HS numbers are 2710.00.171,0200.12, 2710.00.23, 2710.00.31 and
2710.00.33;

(iv) Sugar and fertilizers: The HS numbers ar€2310.10, 3102.21.10, 3102.30.10,
3102.70.10, 3103.10.00 and sugar sold by the TaBwagar Corporation in Chinese
Taipei. The legal basis for price control of thesemmodities was the Table of

Division of Work between the Ministry of Economidféirs and the Executive Yuan;

(V) Natural gas and liquefied gas: The HS numbees2711.21.00 and 2711.19.10. The
legal basis for price control was the Statute foonlbring Private Enterprises
Operating Public Utilities.
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ATTACHMENT B

Revised Summary of the Tobacco and Alcohol Refdan Rlanuary, 1998)

The following outlines Chinese Taipei's intentidosthe tobacco and alcohol reform plan:

Tobacco and Alcohol Taxes

The TTWMB reform plan includes a classificationtatbacco products and alcoholic beverages
for the purposes of internal taxes (tobacco andhalctaxes). Tobacco products are classified into
cigarettes, pipe tobacco, cigars, and others. Eigarare subject to specific tax of x dollars 800

sticks; pipe tobacco, cigars, and others are sutgjexpecific tax of x dollars per kilogram.

Alcohol products are classified into brewed aldmhdeverages (including beer and other
brewed alcoholic beverages), distilled alcohol bages (including whisky, brandy, rum, gin, and
vodka), reprocessed alcohol beverages, rice wiviehiu"), cooking wine, other alcoholic beverages,

and alcohol.

The reform of the TTWMB will ensure the levy obtcco and alcohol tax in a transparent and
non-discriminatory manner with equal treatment ated to imported and domestic products. The
setting of the rates of tariffs and taxes has takEnaccount the current monopoly tax level, Uaygu
Round "zero for zero" offers, and the practicez@hparable economies of the WTO members. The

tariff rates will be incorporated into Chinese Taip market access schedules.

Administration of Tobacco and Alcohol Products

This section covers the various aspects of therastnation of tobacco and alcohol products

with the implementation of the reform plan.

The planting and purchase of tobacco leaves dve toranged between the manufacturers and
tobacco farmers by contracts. Production of cigesewill not be open to the private sector witthiree

years after the reform.
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In terms of the production of alcohol product® thanufacturing of machinery and equipment
for alcohol and tobacco production, printing offgenarks, and packaging paper are not regulatdekin t
Tobacco and Alcohol Administration Law. Productmalcohol products will be open to the private

sector in stages within three years after the implgation of the new system.

Chinese Taipei plans to liberalize production/nfacture of wine within one year after the
implementation of the new system; liberalizationspfrits and beer production will be effected two
years after the implementation of the new systéns the intention of Chinese Taipei to attain full

liberalization within three years.

Any person wishing to engage in the productioalobhol and tobacco products will be require
to meet certain qualifications. First of all, peisnfrom the authority will be required. To do sbet
applicant must fulfil requirements including, minim capital, organization form (companies limited by

shares only), acquiring a factory license, andegond of criminal offence or tax default.

After the implementation of the new system, tobaemd alcohol manufacturers legally
established will be permitted to import alcohol aoldacco products in bulk for repackaging, provjded
however, such manufacturers shall have authorizdt@n the original manufacturers of the imported

products and shall be able to produce the relesatificates of origin.

In addition, tobacco and alcohol manufacturers neaytract out or accept contract

manufacturing, subject to the approval of the caeeauthority.

In the importation and wholesale of alcohol anhtwo products, a license is required for an
importer and a wholesaler of the products; theneebearer can not have prior record of tax detault
criminal offence within a prescribed time. ChineBaipei has incorporated services related to the
distribution of tobacco and alcohol products indtaft schedule of specific commitments on trade in

services.

The legal and regulatory framework for productenmd distribution of alcohol and tobacco
products will not impose particular restriction foneign firms engaging in related commercial ategi.
The time table and rules for liberalizing the pretin/manufacture of particular tobacco and alcohol

products will apply equally to foreign as well askstic private firms.
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Labelling requirement with respect to tobacco afwbhol products is stipulated under the
Tobacco and Alcohol Administration Law. All alcohmloducts will be required to be labelled with the

warning "excessive drinking endangers health.”

Product inspection will be governed by the stadslastablished by the health authority and

administered by that authority accordingly.

Advertising and promotion for tobacco productssrgject to the Tobacco Hazards Prevention
Act (promulgated 19 March 1997). Chinese Taipei toaa large extent lifted restrictions and allowed
advertising of beer, wine and other alcohol bevesagn radio and TV in specified time period of the
day. After implementation of the Tobacco and AldoAdministration Law, advertising of alcohol
products in all media will be permitted, subjectMemer to regulation in relation to the content and
timing of the advertising. All advertising regutati will be consistent with the principle of natibna
treatment. The advertisement shall not containerdstwhich run counter to public order and good
moral, and public interest; encourage and promaeiekidg; cause harm to adolescents, pregnant
women's mental or physical well-beings; includegéal, exaggerated, or false facts or misleading

contents; and any other situations prohibited lycdntral competent authority through public notice

Trading order will be maintained according to Fagr Trade Law and other relevant laws and

regulations.

Contraband

Chinese Taipei has incorporated penal provisiams the draft Tobacco and Alcohol
Administration Law to serve the legal basis for amded efforts to protect against smuggled and
counterfeit products. The alcohol and tobacco adtnation agency will be given the authority torgar
out inspection on the business operations of matwriers and traders. Inspection and interception of
contraband will be subject to the Alcohol and Tawmaédministration Law (passed 4 June 1999),
Alcohol and Tobacco Tax Law (draft), Statute fortilsmuggling Law and Statute for Interception by
the Customs, and other relevant laws and regulatioder the new administration system, contraband
and counterfeit products will be destroyed or ol disposed of, taking into account the inteometi

practices.

Any violation of the Tobacco and Alcohol Adminggtion Law will be subject to administrative

or criminal penalties, depending on the type apssness of the violation.
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ATTACHMENT C

Deleted
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ATTACHMENT D

The Consolidated List of Commodities Subject topdmh Restrictions and Commodities
Entrusted to Customs for Import Examination, Jud@71Edition, has been deposited with the WTO

Secretariat (Accessions Division, Room 1126)
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ATTACHMENT E
Summary of Law Amendments
Title of Law and Articles Background of Amendment
Amended
Foreign Trade Act Article 6:
Articles 6, 18, 20-1 The amendment is to remove previous authorizatiotake

trade restrictive measures when encountering alage
imbalances of trade. The new version changesdheiton

for taking such action to imbalance in internatigreyments.

Article 18
The amendment deletes the words “drastic or largef
describing the amount of increase in imports asmaiton to
initiate domestic safeguard action. This is tdofelthe use
of language in the Safeguard Agreement.

The amendment also provides a legal basis for utiesty
to set rules to initiate safeguard action as coplaied in the

Agreement on Textiles and Clothing.

Article 20.1

This is a new addition to the Law which is intended
provide the legal basis for the authority to retpiihe pre-
shipment inspection activities of firms mandatedfdmgign
governments. It also gives binding effects ofdleisions of
dispute resolution panel of the WTO Preshipmenpdnson
Agreement on the private parties concerned, nantbky

preshipment inspection company and the exporter.
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Title of Law and Articles

Amended

Background of Amendment

The Commodity Inspection
Law

Articles 1, 4, 7, 8, 10, 11, 27,
28, 38

The amendment exercise is to achieve the folloviimge
objectives:

() to incorporate international standards in tlmendstic

standard-setting process, so as to ensure that stiome

inspection standards follow international trendshe
inspection regime meets the requirements of the

Agreement,

T

(i) to accord national treatment to foreign prouin
terms of application of simplified procedures amdraption

which were previously available only to domestiodarcts,

(iii) to accept and recognize foreign inspecti@ntiicates
in order to be in line with the spirit of the TBTgheement,

particularly that calling for mutual recognition.

The Trademark Law
Articles 4, 5, 23, 25, 34, 37, 6

The amendments to this Law are to achieve thewoilp
objectives:

(i) to broaden the scope of reciprocal grantinghef right
of priority to cover the situation where the thexeo formal
agreement but the right of priority is granted thir@se

Taipei's owner of trademark through practice,

(i) to include combination of colours in the gpoaf items
that are capable of constituting a trademark sdoabe

consistent with Article 15 of the TRIPS Agreement,

(i) to extend administrative protection to welihown
marks by providing that no applications may bedfiler
registration of a trademark design which is idextiwith or
similar to another person's well-known trademarkmark

and likely to cause the public to form a mistakehe.

1BT
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Title of Law and Articles Background of Amendment
Amended
The Patent Law The amendments to this Law are to achieve thewoilp

Articles 21, 51, 56, 57, 78, 79| objectives:

80, 82, 88, 91, 105, 109, 117, (i) to delete the requirement of reciprocity inpest of the
122 granting of patents for micro-organisms, extensibpatent
protection terms and the granting of exclusive irhpights
so as to be consistent with Articles 3 and 4 of TRIPS

Agreement,

(i) to limit compulsory licensing in respect ofersi-
conductor technology to public non-commercial usetm
remedying anti-competitive practice, so as to besistent
with Article 31(c) of the TRIPS Agreement,

(i) to provide patent owners and his/her exaladicenseeq

the right to request destruction or other necesdgposition

of the infringing goods, raw materials or instrutsensed, in
connection with the infringement, so as to meet (the
requirement of Article 46 of the TRIPS Agreementiclih
calls for giving the judicial authority to ordersgiosition

outside the channels of commerce,

(iv) to provide for shifting the burden of proaf iespect of|
process patents as required by Article 34 of thdPER

Agreement,

(v) to provide for longer term of protection fordustrial
design, so as to meet the minimum requirement gehds of
the TRIPS Agreement.

Company Law The amendment is to delete the reciprocity requergnfor
Articles 373, 383 recognition of foreign companies and public placeimef
foreign companies' shares, so as to fulfil Chin€agei's

commitments under the GATS.
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Title of Law and Articles

Amended

Background of Amendment

Customs Law
Articles 3-1, 4-3, 4-4, 11-1, 12
12-4, 12-5, 12-6, 27, 27-1,
46-1, 46-2, 47-2, 51

This set of amendments is to achieve the follow
objectives:

(i) to provide a legal basis for application ofiffaguotas
negotiated by Chinese Taipei as substitution meastor

existing restrictions,

(i) to provide for a duty of secrecy on custoresgonnel in
respect of information submitted for assessmenimpfort
duties, so as to meet the requirement of Articleofi@he

Agreement on Customs Valuation,

(i) to provide a legal basis for the establisimnef the
rules of origin and the authority to require thémission of

the certificates of origin,

(iv) to revise the customs valuation rules accwydio the

Agreement on Customs Valuation,

(v) to delete the provisions that limit the drawkaof
import duties to imports of machinery by certaighitech or

important companies whose products are solelyxpor,

(vi) to revise the provision relating to deterntioa of
normal value for purposes of anti-dumping admiaigin so
as to make it consistent with Article 2 of the Adtimping

Agreement.

Statute for Commodity Tax
Articles 3, 5, 13, 14, 15, 17,
18, 32

The amendments are to achieve the following objesti
() to delete rules relating to tobacco and alcgiolducts
as this part of the Law will be replaced by the riesbacco

and Alcohol Tax Law, a separate body of law,

(i) to delete allowance for deduction of 12 pent
promotion expenses in the calculation of tax bageen
goods are not circulated through exclusive distdts) as g

reflection of Chinese Taipei's accession commitment

(iif) to exclude harbour construction dues frore thx basg

for commodity tax.

ng
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Title of Law and Articles

Amended

Background of Amendment

Business Tax Law
Articles 16, 20

The amendments are to exclude harbour construdi@s
from the tax base of the business tax and to redbat the
business tax base shall include tobacco and aldalkohs

provided in the new Tobacco and Alcohol Tax Law.

The Securities and Exchange
Law
Articles 54, 95, 128

Article 54: This amendment is to delete the requeet that
the certain business personnel of securities fisen€hinesg

Taipei residents.

Article 95: This amendment is to delete the litndia that
only one stock exchange can be established in

geographical area,

Article 63: This amendment is to delete the litndia that
only Chinese Taipei residents can be shareholdexsstock

exchange in company form.

The Certified Public
Accountants Law
Article 47

The amendment is to delete the reciprocity requergnfor
foreigners to take the examination and be qualifeed

certified public accountants in Chinese Taipei.

Commercial Port Law
Article 7

The amendment is to subject goods, circulated natigr
through international commercial ports, to the lefythe
harbour construction dues in order to be consisiait the
principle of national treatment. The amendmenb atskes
clear that the revenue of harbour construction dinedl be
used exclusively for the development of commeitaéabours

S0 as to ensure the levy to be consistent witrclartVill of

Lawyers' Law
Articles 20.1, 42, 45, 46, 47.1
to 47.14, 48, 49, 50, 50.1

This set of amendments is directed:
(i) to provide a statutory basis for allowing ClieeTaipei
lawyers to hire foreigners to work as consultantdegal

assistants,

(i)

take the bar examination and become qualified swtjme

to delete the reciprocity requirement for dgmers to

Chinese Taipei law,

one
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Title of Law and Articles

Amended

Background of Amendment

(i) to provide the statutory basis and qualifioa
standards for allowing foreign lawyers to practioe laws of

their home countries and international law in Cem&aipei.

Architects' Law
Article 54

The amendment is to delete the reciprocity requergnfor
foreigners to take the architects' examination bhadome

gualified to practice in Chinese Taipei.

Statute Governing Privileges

and Immunities of the Foreign
Missions and their Personnel
in Chinese Taipei

Article 7-1

This addition to the Law is to extend privilegesdan

immunities to WTO related personnel for purposes
Article 8 of the Marrakesh Agreement Establishimg orld

Trade Organization.

Law of Pharmaceutical Affairg
Article 53

This amendment is to lift the restriction on andvmie rules

for regulating repackaging of imported pharmacailtjc

products.

Law Governing Food
Sanitation
Article 17

The amendment is to provide the labelling of fooddpcts
with an option to use the date of manufacture erexpiry

date as a code for product identification.

The Publication Law
Article 8

This amendment is to delete reciprocity requires@mtthe

granting of publishing rights to foreign nationals.

Central Bank Act

The amendment is to replace current limitation oreign

Article 23 liabilities of banks operating in Chinese Taipethnieserve
requirements.

Banking Law This amendment is to compliment the amendment

Article 42 Article 23 of the Central Bank Act in respect oé thuthority

in the setting of the deposit reserve ratio aneries for

other liabilities

Copyright Law

- Amended 104 articles

The amendments to this Law are to achieve theviolig

objectives:

of

of
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Title of Law and Articles

Amended

Background of Amendment

1) To amend the definitions for public broadcast gn

public performance;

2) Toinclude explicit protection for performances;

3) To revise the provisions regarding the ownersdfip|
works created in the course of employment or un
commission. These revisions are aimed at redueingjdn

which have existed between the employers and erapio)
under the old law;

4) To revise the provisions regarding the morahtrigf

integrity in order to accommodate the use and EEtmn

of works;

5) To expand the subject matter of works protetted
the public display rights;

6) To delete provisions mandating the compet
authority to set the minimum prices for the transéé

economic rights of works and the royalties for tise of

such works. This change is made because that m3

mechanism should be allowed to determine thesegiric

er

Nt

rket

7) The delete provisions concerning compulsgry

licenses for translations in accordance with TR#R8 the
Berne Convention;

8) To amend provisions regarding compulsd
mechanical licensing for musical works. This isdzh®n

the ideal of promoting the circulation of musicainks;

9) To abolish the copyright registration system;

10) To afford a life plus 50 years or 50 years tein
retroactive protection for works not protected prim

Chinese Taipei's accession to the WTO.
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Title of Law and Articles

Amended

Background of Amendment

Copyright Intermediary

Organization Act

- New legislation of 46

articles

The new legislation is to promote and to facilitdite use of

copyrighted works by the general public throuih

well-established professional copyright intermegli
organizations, following examples from internation

practices.

Statute for Establishment ang
Management of Export

Processing Zone

- Amended 30 articles

The amendments to this Statute are to promotenatienal
trade by means of the following:

1) To replace the original policy objective (¢
export- oriented by international trade promotion;

2) To expand the scope and depth of business vitkin
zone, including trade information services, R&D a
technical services;

3) To encourage investments by the elimination
restrictions on establishing businesses withirztire;

4) To increase administrative efficiency within thene
by simplifying the customs clearance process, cterdi
with the Negative List provided by Article 11 oktRoreign
Trade Act.

—h

nd

of
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Title of Law and Articles

Amended

Background of Amendment

Tobacco and Alcohol

Administration Law

- New legislation of 63

articles

Following the tobacco and alcohol reform plan, tieav
Law is to provide legislative mandate to the adstrative
authorities for the opening-up of the tobacco aludiel
products. The new Law aims to achieve the following

5) To provide a legal basis for the authoritieseigulate
the manufacture and the distribution of tobacco andhol
products;

6) To provide definitions of tobacco and alcoh
products;

7) To forestall international trade disputes byvpreing

the prevalence of counterfeit products and ensufing

established standards are implemented and enfancea
manufacture of tobacco and alcohol products;

8) To protect national health interests by inclgdi
measures such as guidelines on labelling tobacab

alcohol products and regulations on advertisements.

=7

an

Statute Governing the
Organization of National
Treasury, Ministry of

Finance

- Amended 13 articles

The amendments of this Statute reflect the admitige
modifications made with the reform of the tobaccwl 3
alcohol monopoly. A department will be added to f
current organizational structure to implement adstriative
requirements established in the new Tobacco andhalc

Administration Law.

Tobacco and Alcohol Tax

Law

- New legislation of 21

articles

The new legislation is to achieve the following:

9) To provide definitions of tobacco and alcoho
beverages;

10) To establish a new tax system in light of #&ferm of
the tobacco and alcohol monopoly to facilitate t
collection;

11) To establish tax collection procedures to itatéd the

enforcement of the new tax regime.

c
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Title of Law and Articles Background of Amendment

Amended

Food Management Law The amendments to this Law are to minimize theepijc
differential between domestic and imported goodpad s

- Amended 3 articles "mark-up" approach to imports of cereal, rice aratpssed
rice products will be adopted, consistent with &ei4(2) of
the WTO Agreement on Agriculture.

Statute for Agriculture The amendments to this Statute are to achieve |the

Development following:
12) To introduce competitive pricing system by tie@e

- Amended 25 articles "uniform pricing" for exported agricultural prodsctto
complement the enforcement of the Fair Trade Lad &n
open-market mechanisms;
13) To expand the Statute to include special safepy
provisions consistent with the WTO Agreement pn
Agriculture;
14) To introduce measures to prevent the monopmizal
of the market.

Statute Governing the The amendments to this Statute reflect the retstret and

Organization of the Public expanded responsibilities of the Public Constractip

Construction Commission, Commission. The changes include:

Executive Yuan 15) To establish a committee within the Commisdion
handle complaints by suppliers on government pesoent

- Amended and added a tota|  projects;

of 14 articles 16) To establish an information office within the
Commission as a centralized information system wblip
construction and government procurement projects;
17) To provide technical assistance and suppodther
government agencies in matters relating to govenhnje
procurement.
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Title of Law and Articles

Amended

Background of Amendment

Statute for Inspection
Procedure Governing
Properties by Government

Agencies

- Amended 7 articles; added
4 articles; deleted 29 articles

and maintained 1 article

The amended Statute is formerly know as the "Sddfut

Inspection Procedure Governing Construction Wonkd @

Procurement and Disposal of Properties by Goverhn
Agencies". The amendments to this Statute aimnplgy
inspection procedures and to improve efficiency

clarifying the sole responsible authority for gowveent

en

oy

procurement i.e. Public Construction Commissign.

Therefore, procedures inconsistent with the Staare
either deleted or combined with the Governme

Procurement Law.

nt
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Amended

Background of Amendment

Fair Trade Law
Article 41

The amendment is to achieve the following objestive
[1] To increase the pecuniary burden on persons

enterprises that violate the Fair Trade Law.

and

[2] To enhance the Commission’s ability to impose m@re

significant fines on enterprises that do not compith

Commission directives and dispositions.

[3] To conform with the principle of “disposing casés

through administrative channels before resortingthe
judicial system”.

Article 41
With respect to enterprises that violate the proms of this

Law, the Fair Trade Commission may specify a tiregqual
within which the enterprise is required to ceaseeotify its
conduct or within which it must adopt correctiveaseres;
in addition, the Fair Trade Commission may imposme
of between fifty thousand and twenty-five millionTN
Dollars. If within the specified time period theterprise
fails to cease or rectify its conduct, or to takerective
measures, the Fair Trade Commission may continug
specify a time period within which the requiredctease or
rectify its conduct or within which it must adopircective
measures, and may impose successive fines of bebree
hundred thousand and fifty million NT Dollars urttie
acts in question cease or are rectified or ungildbrrective

measures are adopted.

to




