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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, as reflected in thpeetive Minutes (document C/M/259), to examine the
application of the Separate Customs Territory ofwéa, Penghu, Kinmen and Matsu (hereinafter
referred to a$ Chinese Taipéi) to accede to the General Agreement 1947 undesldAXXXIIl, and

to submit to the Council recommendations which niaglude a Draft Protocol of Accessjon. - [ e [0

Membership of the Working Party was open to alltarting parties wishing to serve on it. Following
the request of Chinese Taipei, circulated in doeuréT/ACC/TPKM/1, and pursuant to the decision
of the General Council of 31 January 1995, the \iMgriParty was transformed into a World Trade
Organization (WTO) Working Party to negotiate tleenis of accession of Chinese Taipei to the
Marrakesh Agreement Establishing the World Tradga®ization (hereinafter referred to as tNéTO
Agreemerit) under Article XII of that Agreement.

2 The Working Party met on 6 November 1992, 15 IA#D3, 28 June 1993, 12 October 1993,
17 May 1994, 26 July 1994, 21 December 1994, 28uaeh 1997, 8 May 1998, 12 May 1999, and
18 September 2001 under the Chairmanship of H.LEMMMorland (United Kingdom). The terms of

reference and the membership of the Working Paetget out in document WT/ACC/TPKM/6/Rev.6.

. INFORMATION PROVIDED

3 The Working Party had before it, to serve as sisbfar its discussion, the memorandum on
Chinese Taipei's foreign trade regime (L/7097 anftiehda 1 -11) and the questions submitted by
Members on the foreign trade regime of Chineseéldggether with the replies of the Chinese Taipei
authorities thereto (L/7089/Rev.1, L/7429 and Ajldahd documents Spec(94)28 (Newly Promulgated
or Revised Laws and Regulations), Spec(94)30 (Iptgxnr of Service Sectors), Spec(94)31 and Add.1
(Special Exchange Agreement), Spec(94)41 (StatporRef the Bilateral Negotiations), Spec(95)1
and Corr.1 (Checklist of Accession Issues - Prelimi Responses Provided by Chinese Taipei),
Spec(95)8 (Laws and regulations regarding agrillfproducts), 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 afighist 1995); WT/ACC/TPKM/8/Rev.2 and
WT/ACC/TPKM/9/Rev.2 (Information on Industrial Sudbes); WT/ACC/TPKM/10 (Adoption of
Codex Standards); WT/ACC/TPKM/12 (Standards forridudtural 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 and Add(Additional Questions and Replies

! This document reprints the document distribute@asACC/TPKM/18 on 5 October 2001.
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Concerning Domestic Support and Export Subsidiés)addition, the representative of Chinese Taipei
made available to the Working Party the followingterial:

Customs Regime

- Customs Law;

- Rules Governing the Implementation of the Customs;L

- Implementing Regulation on the Imposition of Comeding 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 Impd@tt Export Commodities
(June 1998 Revised Edition);

- Consolidated List of Commodities Subject to ImpdRestriction and
Commodities Entrusted to Customs for Import Exatona(January 2000
Edition);

- Regulations Governing Import of Commodities by Bass Firms;

- Regulations Governing Registration and Administratiof Exporters and
Importers;

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

- Rules for Handling Import Relief Cases;

- Import Regulations Codes.

Industrial Goods

- Regulations Governing Export and Import of High-T&@ommodities;

- Operating Rules for Screening Applications to Impéshing Vessels Using
New Fishing Methods;

- Requirements for Imported Drug Registration;

- Veterinary Drugs Control Act;

- Agro-Pesticide Act;

- Guidelines Governing the Application for and Iss@nof Fertilizer
Registration Certificate;

- Operating Regulations Governing the Control of Retetd Methyl Bromide;

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

Agricultural Goods

- Statute for Agricultural Development;

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

- Guidelines for Screening Applications for Letter #éfpproval for the
Importation of Livestock and Poultry;
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- Guidelines for the Issuance of Written Approval &eling the Importation of
Aquatic Animals;

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

- Operating Procedures Governing Applications to Im@g¢heat and Operation
of the Stabilization Fund;

- Operating Procedures Governing Applications to Impheat Flour and
Operation of the Stabilization Fund;

- Feeds Control Act;

- Guidelines Governing Applications to Import Aduleédhs;

- Screening Procedures and Criteria Governing theugs 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 ChineskFareign Nationals;
- Statute for Upgrading Industries;

- Enforcement Rules of the Statute for Upgrading $tides;

- Statute for Development of Medium and Small Busiess

- Statute for Establishment and Management of Expatessing Zones;
- Aeronautics and Space Industries Development Rroge

- Automotive Industry Development Policy.

Other Texts Affecting Trade:

General

- Income Tax Law;

- Business Tax Law;

- Statute for Commodity Tax;

- Statute for Foreign Exchange Regulation;
- Fair Trade Law.

Intellectual Property Rights

Copyright

- Copyright Law;

- Implementation Rules of the Copyright Law;

- Copyright Intermediary Organization Act;

- lllustrated Contents of 'Each Kinds of Works' irdggaph One, Atticle 5 of
Copyright Law;

- Certain amounts of Items 2 and 3 of Paragraph Qrfatizle 87bis of the
Copyright Law;

- Standard for Compensation for Fair Use of WorkPamagraph4, Article 47 of
the Copyright Law;

- Regulations Governing Application for Approval obi@pulsory License of
Musical Works;

- Regulations Governing Registration of Plate Rights;

- Implementation Regulation for Suspension of Releds@oods Infringing on
Copyright or Plate Right by Customs Authority;

- Regulation of Copyright Dispute Mediation;
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- Organic Charter of the Copyright Examination andditon Committee of
IPO, Ministry of Economic Affairs;

- Agreement for the Protection of Copyright betweea €oordination Council
for North American Affairs and the American Instéun Taiwan;

- Agreement Concerning the Protection and EnforcemeitRights in
Audiovisual Works between the Coordination Courioil North American
Affairs and the American Institute in Taiwan.

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 Rlamtd Plant Products;

- Statute for Prevention and Control of Infectiousmals Diseases;

- Implementation Rules of the Statute for Preventiad Control of Infectious
Animals Diseases;

- Regulations Governing the Quarantine at InternatiBorts.

Inspection

- Commodity Inspection Law;
- Enforcement Rules for the Commodity 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 Goverhégancies.
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Others

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

- Wildlife Conservation Law;

- Implementing Regulations of the Wildlife ConsereatLaw;

- Rules of Royalty Rate for Public Interest Activitie

Trade in services:

Schedule of Commitments

- Schedule of the Separate Customs Territory of TiiPenghu, Kinmen and
Matsu Concerning Initial Commitments on Trade in rvides
(WT/ACC/TPKM/18/Add.2).

Banking

- Banking Law;
- Guidelines for the Screening and Approval of theaBlishment 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.

Securities

- Securities and Exchange Law;

- Foreign Futures Trading Law;

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

Others

- Broadcasting and Television Law;

- Motion Picture Law;

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

- Employment Service Act;

- Rules Governing the Approval and Administration Fedreign Specialist and
Technical Personnel Employed by Public or PrivateéeBprises and Ranking
Executives Employed by Overseas Chinese or Forddgional Invested
Enterprises.

. INTRODUCTORY STATEMENTS
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4 In his statements the representative of Chinespellinter alia recalled that this Separate
Customs Territory, which encompasses the islandgigfan, Penghu, Kinmen and Matsu, was short of
natural resources. lIts only substantial resoutedour - was the source of its strong rate of gnow
The main economic indicators were as follows:



Chinese Taipei's Main Economic Indicators

Year GNP GNP per *Annual Final Budget Annual Changes in Prices | Unemployment Foreign Export Statistics  Import
(Billion US$) Capita (Billion US$) Consumer priceWholesale price  Rate (%) Exchange (Billion US$) Statistics
(US$) (%) (%) (Billion US$) (Billion US$)
1993 228.6 10,964 42.7 2.9 25 15 83.6 85.1 77.1
1994 248.3 11,806 39.6 4.1 2.2 1.6 92.5 93.0 85.3
1995 269.1 12,686 424 3.7 74 1.8 90.3 111.7 103.64
1996 283.6 13,260 40.9 3.1 -1.0 2.6 88.0 115.9 4102.
1997 293.3 13,592 448 0.9 -0.5 2.7 83.5 122.1 114,
1998 269.2 12,360 34.6 1.7 0.6 2.7 90.3 110.6 104.1
1999 290.5 13,235 40.7 0.2 -4.6 2.9 106.2 121.6 7110
2000 3144 14,216 76.2 1.3 1.8 3.0 106.7 148.3 0140.

Since 1960, theFiscal Yeat refers to the 12-month period beginning from ¥ Jubf the preceding year to 30 June of the detéghgear. The item excludes repayment of
government debt.

In 2000, thé' Fiscal Yedt refers to the 18-month period beginning from 3 &l1999 to 31 December 2000. The item excludpayment of government debt.

Chinese Taipei's Expenditure on Gross National Becbd
Unit: Billion US$

Year | Gross National Gross Domestic Private Government | Gross Fixed Capital Increase in  [Export of Goods § Imports of Goods §
Product Product Consumption Expenditure Formation Inventory Services Services

1993 228.6 2243 126.9 35.0 56.4 2.3 98.9 95.2
1994 248.3 2443 142.6 35.6 60.0 2.0 106.6 102.5
1995 269.1 264.9 155.7 37.7 66.1 1.0 127.1 122.7
1996 283.6 279.6 165.3 40.0 62.9 2.0 132.6 123.1
1997 293.3 290.2 172.0 41.7 66.0 4.2 140.1 133.8
1998 269.2 267.2 159.4 38.2 62.9 3.7 127.7 124.8
1999 290.5 287.9 174.8 37.9 65.8 14 139.0 131.1
2000 3144 310.1 192.8 404 72.3 -1.6 168.1 161.8

Y/(TO)NIN/LM

) abed
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Chinese Taipei's Employment Population by Sectors
Unit: 1000 Persons

Year Agriculture Sector Industrial Sector ServiGestor

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

1998 822 3,523 4,944

1999 776 3,492 5,116

2000 740 3,534 5,218

Chinese Taipei's Balance of Payments
Unit: Million US$
Year Current Account Capital Account Financial Aaab Reserves
1993 7,042 -328 -4,629 -1,541
1994 6,498 -344 -1,397 -4,622
1995 5,474 -650 -8,190 3,931
1996 10,923 -653 -—8,633 -1,102
1997 7,051 -314 -7,291 728
1998 3,437 -181 2,495 -4,827
1999 8,384 -173 9,220 -18,593
2000 8,903 -287 -8,019 -2,477
5 He added that government policies had restrugttire economy from agriculture towards

basic and heavy industries. As part of an impolssitution and integration process, intermediate
goods industries were established. Transportatias streamlined and large investments were made
in new ports, airports and highways. The Chines@édi authorities had also intensified rural
development and supported the moves to improve faroome. More recently, industrial
restructuring was further promoted. Educationatiiations placed greater emphasis on science and
technology in order to provide a highly trained kforce. 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 teatelerated. 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 irtyabstitution strategy, exports were mostly
composed of sugar, rice, bananas, tea and procegsiedltural products. Few industrial products
were sufficiently competitive for export. Gradyathe import substitution industries became capable
of producing competitive export products. As autleshe share of exports of traditional products
declined whilst industrial products took an inciegsshare of exports. At first, major export items
were labour intensive products such as textilespiypwdood. Recently, electronic goods had become
major export items. Recent total exports valud8$000 was as follows:

Year Total

1993 85,091,458
1994 93,048,783
1995 111,658,800
1996 115,942,064
1997 122,080,673
1998 110,582,300
1999 121,591,000
2000 148,320,500
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Recent total imports value in US$000 was as fatow

Year Total

1993 77,061,203
1994 85,349,194
1995 103,550,044
1996 102,370,021
1997 114,424,665
1998 104,665,300
1999 110,689,900
2000 140,010,600

6 Referring to the direction of the future economidicies, the representative of Chinese

Taipei said that overall global economy expandeddity 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 centanger cent respectively. The upturn in Chinese
Taipei's economy could be attributed to strong gtévinvestment 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 economyChfnese Taipei was expected to grow 5.3 per
cent, with per capita GNP expected to reach altd&$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 miajpetus to growth would be the private sector as
a result of strength in private consumption, steatyrovement 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 re@adassume obligations comparable to those
undertaken by WTO Members with a comparable leffeconomic development. The representative
of Chinese Taipei stated that his government waudd claim any right granted under WTO
Agreements to developing country Members or to anlder in the process of transforming its
economy from a centrally-planned into a markeg-faterprise 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 itiswtf one of the world's most dynamic trade
centres. Chinese Taipei's membership of the WTGldvstrengthen the multilateral trading system.
Members also congratulated Chinese Taipei on itkngmess to make the required adjustments
promptly and to only seek a minimum of transiti@ripds in which to bring its economy fully into
conformity with the requirements of the WTO. Memtheoted, however, that membership of the
WTO required full observance of the MFN and natlameatment 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 fory other WTO Member or other country or
separate customs territory, whether or not a cotitig party, to products originating in or destined
for the territories of all other contracting pastieSimilar MFN requirements applied in respedhef
General Agreement on Trade in Services (GATS) d&edAtgreement on Trade-Related Aspects of
Intellectual Property (TRIPS). It also requirede thaking of comprehensive market access
commitments on goods, including agricultural praduand services, which would be reflected in the
respective Schedules of Concessions and Commitraeniexed to the Draft Protocol of Accession.
Several members of the Working Party were of tieewthat Chinese Taipei should assume a level of
obligations commensurate to that of the develometh@my original Members of the WTO, and that
Chinese Taipei should apply the WTO Agreement ftriyn the date of accession, without recourse
to any transition periods.



WT/MIN(01)/4
Page 10

8 The representative of Chinese Taipei acknowledtied importance of observing the
principles of MFN and national treatment in the W&60d the broad scope of that obligation. He
stated that upon accession Chinese Taipei woulg fibserve its MFN and national treatment
obligations in respect of any advantage, favourilpge 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, gmesentative of Chinese Taipei stated that all
current account transactions were free from foreigthange controls. As for residents, any company
or individual could freely settle foreign exchangeth authorized banks up to an amount of
US$50 million and US$5 million respectively per geds for non-residents, any non-resident could
open a NT dollar account with local commercial mankHowever, foreign financial institutions
outside the territory of Chinese Taipei could odgposit locally earned revenue of NT dollars into
their accounts. There was no restriction when rédmittance was related to an outward/inward
investment project approved by the competent aityhohe foreign exchange rate was determined
by the market, and there were no discriminatoryengy practices. In response to further questions
he said that enterprises established under the &wyrpaw of Chinese Taipei could freely purchase
the foreign exchange required for imports or forisible trade settlements through the authorised
foreign exchange banks without any restriction. eréhwas no restriction on the use of foreign
exchange for overseas investment provided thaintlestment had been approved by the authorities.
Authorized foreign exchange banks and foreign baméee free to take part in the Chinese Taipei
foreign currency call loan market. Since 1991 wlmd foreign exchange transactions had been
permitted. The representative of Chinese Taipil fzat these requirements would be gradually
phased out as market conditions permitted. Heesgmd the view that Chinese Taipei's foreign
exchange practices were fully consistent with AtV of the GATT 1994.

10 Some members of the Working Party noted thah€da 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 1994darporating obligations consistent with Fund
Article VIIl. Some members also expressed contwhelements of Chinese Taipei's foreign exchange
system provided scope for practices that distan@de flows. The representative of Chinese Taipei
said that in the context of accession to the WTBinEse Taipei was prepared to comply with the
provisions of Article XV of the GATT 1994 regardintp foreign exchange restrictions. He added
that in order to comply with GATT 1994 Article X\Chinese Taipei had negotiated a Special
Exchange Agreement with the WTO.

- Pricing Policies

11 Some members of the Working Party noted thahé€da Taipei had price controls for the
domestic prices of certain commaodities and thatettveere 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 ¢ of the Public Utility Rate Commission. The
products specified in the list reproduced in Attaeint A to this Report were the only ones subject to
price controls. In relation to the sale of toba@ma alcoholic beverages, the representative of
Chinese Taipei stated that minimum profit or prgiof tobacco and alcohol products had been
abolished. The regulation on the maximum retaitgilmwould cease to be effective when the
monopoly system was formally abolished. He furthdded that petroleum, natural gas and liquefied
petroleum gas were subject to price controls ireotd maintain stability in energy prices. Saltgar
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and fertilizer were subject to price controls tabdlize farmers' income and production costs. E$én
Taipei intended to phase out price controls as ssopossible, keeping in view the objectives noted
above. Future liberalization of price controls Webteke into account the timetable for privatizing
state enterprises which had been involved in esigiprice controls, such as the Taiwan Fertilizer

Company, and the Taiwan Salt Industrial Corporatiofhe Chinese Petroleur€orporatiors | - - { fffg: . Petroleum and
monopoly on activities had been phased out sin€6 &&d price controls on petroleum and liquified | liquefied gas were free from
petroleumgas were removed in 2000. Fertilizer had also esroved from price controls in 199 price controls from 2000

due to the privatization of the Taiwan Fertilizeor@pany. Some members of the Working Party ﬂgﬂg%f?é&‘%mﬁiom of

noted that they could see no justification for ericontrols on sugar and salt. In response, the | petroleum Co. from 1996.
representative of Chinese Taipei stated that tioe gontrols on salt were expected to be abolidiyed Fertilizer was also free from
the end of June 2002. Domestic sugar prices werby Taiwan Sugar Corporation, which was the | price control from 1999 due to
sole supplier of sugar. The sugar price set bwariSugar Corporation took into account the price a tThe. privatization of the

. . . . aiwan Fertilizer Company.
which Taiwan Sugar purchased sugar cane from peavers (which was set 10 years ago according
to the farmers' production cost at that time), @smdwn cost of production. The domestic sugarepr
had been decreasing, as the increase in importtgafrgthe cost of which was lower), helped to bring
down Taiwan Sugar's cost. Industrial users of sugge consulted, in order to ensure that the price
control would not seriously affect their competiness. There was no discrimination between cane
and beet sugar. The price control system wouldeptaced by the implementation of a tariff rate
guota system upon Chinese Taipei's accession. piitte sector would be free to import sugar at
out-quota rates. Upon accession, the private seold have access tmannual sugar tariff quota|
Therefore, importation of sugar would not be subjecmonopoly. With the private sector free to

add to the list of products subject to price cdnset out in Attachment A to this Report, unless th
economy or a specific sector thereof was in seriliifisulty or in a state of emergency.

12 The representative of Chinese Taipei stated ftwh the date of accession, Chinese Taipei
would ensure that price controls applied to thedpots covered in the list reproduced in
Attachment A to this Report, and to any other poddwould be applied in a WTO-consistent fashion,
taking account of the interests of exporting WTOnMbers as provided for in Article 111:9 of the
GATT 1994. The price levels of the goods subjegirice controls would be published in accordance
with Article X of GATT 1994. The Working Party tkaote of these commitments.

V. FRAMEWORK FOR MAKING AND ENFORCING POLICIES

Powers of Executive, Legislative and Judiciary,muistration 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 rabtters covered by the WTO Agreements fell
within the power of the government of the Sepafadstoms Territory. In the event that measures
taken by local levels of government had an impaadnuinternational trade, those measures became
subject to regulation by the government of the 8#paCustoms Territory which could overrule or
invalidate measures of local levels of governmdy.way of example, he noted that the procurement
decisions of local levels of government were subjec the disciplines of the Government
Procurement Law made by the government of the S&p&ustoms Territory. He further noted that a
natural or juridical person whose rights and irdese@n a matter relating to issues covered by the
WTO Agreements were impaired by an administrativgoa in Chinese Taipei was permitted to
appeal such action. In cases of administrativemetlegedly contrary to law, such appeal would be
to the Administrative Court. In cases of an adstmiive action that was allegedly improper, but no
illegal, an appeal committee, organised by a higitministrative level, drawn from government
officials not involved in the enforcement of the ttea at issue, experts from academia and other
experts, would review the matter and recommendm@ciion to the administrative action.
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14 Some members of the Working Party enquired wvemnetimternational treaties were
self-executing under the law of Chinese Taipei soulght 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 ofeSaifaipei said thanternational treaties enter into
force after being duly ratified and promulgated amuld havethe sameforce-and-effect as-domestic
laws. ittt ittt -~

{0 )

{ fiES: by the Legislative Yuaﬂ\
\ w fiESR: by the President. An

15 The representative of Chinese Taipei confirnted Chinese Taipei would fully implement international treaty had

its obligations under the WTO Agreement and itsfDPaotocol of Accession upon accession to the

WTO, unless specifically provided in this Reporti@raft Protocol. Further, the government of the

Separate Customs Territory would eliminate or huliheasures taken by local levels of government

in Chinese Taipei that were inconsistent with WT@vsions from the date of accession. An

illustrative list of the laws that would be amendedpart of Chinese Taipei's implementation of its

obligations is reproduced in Attachment D to thispBrt. The Working Party took note of this

commitment.

VI. POLICIESAFFECTING TRADE IN GOODS

16 Chinese Taipei undertook negotiations on madatess in goods. The Schedule of
Concessions reflecting the results of those netimtis is reproduced in Part | of Annex | of the Bra
Protocol of Accession reproduced in the Appendithie Report.

Import Regulations

Reqistration of Importers and Exporters

17 Some members of the Working Party noted thané€de Taipei required a registered
importer/exporter to clear all imports and expadtisough its customs. Further, Chinese Taipei
conditioned registration as an importer or expoderbeing an enterprise in Chinese Taipei and
meeting a NT$5 million minimum capital requiremerithese members of the Working Party stated
that they considered that the minimum capital negment was excessive and could act as a restraint
on trade. They requested that the minimum capégliirement be eliminated and that registration
should be automatic, open to all individuals antegmises interested in engaging in import/export
without regard to investment or establishment iim€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 enthait importers/exporters had sufficient financial
resources to support their import/export operatioi$ie precondition of NT$5 million minimum
capital requirement had been abolished in Septerh®87. 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 eptése registration certificate. No fee was chdrfp

the registration. Chinese Taipei however woulé li& retain the registration system, which operated
as an automatic licensing procedure pursuant tAgneement on Import Licensing

19 The representative of Chinese Taipei statedatmaenterprise including sole proprietorships,
interested in importing and/or exporting and havimgluded in its profit-seeking enterprise
registration certificate export/import or buyindlsg 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 impogenmiim investment or similar requirements. The
registration system to become an importer/exponteuld conform to WTO rules, including the
automatic licensing provisions of the Agreementlmmport Licensing Procedures, and would not
restrain trade. The Working Party took note o§theommitments.
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Advertising and Trade in Alcohol and Tobacco Paidu

20 Some members of the Working Party considerettiiearules applying to the advertising of
tobacco and alcohol products, which had a stromffact on imports, should not be used to
discriminate eithede factoor de jure against imported products. The representativ€luhese
Taipei stated that under current law, alcohol potslicould be advertised on television and radio
during specified times. While beer and wine cduddadvertised 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 releasémthe market. The representative of Chinese Taipe
also said that advertising of tobacco products g@serned by the Tobacco Hazard Prevention Act,
which came into force on 19 September 1997. Thesron the advertising of tobacco products were
provided in Article 9 and 10 of the Tobacco HazRrdvention Act. The rules set out in these two
articles prohibit the use of certain methods fa firomotion or advertising of tobacco products,
restrict the use of periodicals as a medium forpttoenotion 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 praduct

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

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

confirmed that the advertising rules for tobaccd aicohol products and implementation of those

rules would be consistent with WTO requirementsnfrthe date of accession. The Working Party
took note of these commitments.

22 Concerning the right to sell and trade in tobaard alcoholic beverages, the representative
of Chinese Taipei stated that, upon accessionrpiges engaged in the distribution and/or trade of
imported alcohol and tobacco products would notrdmpiired to provide information beyond that
requested of firms engaged in the distribution anttAde of like domestic products in Chinese Taipe
concerning their business plans or corporate strestand that such information would be requested
on the same timetable as applied to the lattersfirrile also stated that taxes and other charges of
whatever character, including licensing and otliniaistrative fees, related to trade and distrimuti

of imported alcohol and tobacco products would b®tapplied in excess of those applied to firms
dealing with like domestic products. The Workirgytly 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 ratedudf, in particular the products covered by bilate
trade concessions, the existence of mixed dutibethver trade measures were being adopted on a
MFN basis, the level of average effective ratesldfy and the actual levels of protection in force.
Some members noted that in 1992 some 413 agriablind 21 non-agricultural products accounting
for 5.4 per cent of total tariff lines were subjéztduty rates ranging from 30 per cent to 50 peert.c

In response, the representative of Chinese Tagidithat since 1 September 1980, Chinese Taipei's
tariff had two columns of duty rates. The diffefahduty rates in Column Il were applied to import
from countries or areas that granted reciproc#f teeatment to Chinese Taipei's exports. At prds
Column |l duty rates applied to products from 1®turdries or areas which amounted for almost
98 per cent of the total value of imports. Produeten the following WTO Members did not fall
within Column 1l: Angola, Cuba, Djibouti, Republicf the Congo, Estonia, Georgia, Lithuania,
Mongolia, Gambia, Mauritania, Mozambique, MyannRomania, Rwanda, Uganda, Zimbabwe and
The Kyrgyz Republic. The representative of Chingagei undertook that upon accession to the
WTO, MFN treatment would be extended to all WTO Memns applying the WTO rules to Chinese
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Taipei. He added that between 1984 and 1992, tifettad been revised across-the-board and duty
rates have been lowered by some 50 per cent. @thmat same period, 668 items had become duty
free, and 13165 items had their duty rates redusadadditional tariff reduction in 1995 had further
reduced duty rates on 758 items, with an average rdduction of 2.8 per cent. Besides, the duty
rates of 1,358 items had been further reduced 88 Ifcluding 289 items in accordance with the
WTO Ministerial Declaration on Trade in Informatidrechnology products on December 1996.
Further reductions for 750 tariff lines were pemgim the Legislature. At present, the highest
nominal duty rate was 50 per cent, but this waedkonly in a few agricultural product areas. The
simple average of nominal duty rates had declimech f30.81 per cent in 1984 to 8.20 per cent in
2000.

24 In response to further questions, the represeataf Chinese Taipei indicated that in 1998
out of a total of 8,399 dutiable items, 42 itemsr@veubject to specific duties and 114 items were
subject to mixed duties. The remaining 8,243 dilgidtems were subject &l valoremduties. Some
members of the Working Party stated that, in thiew, Chinese Taipei should preferably adoptdn
valoremapproach throughout the tariff in order to inceeétse predictability and transparency of the
tariff régime. The representative of Chinese Tiafaéd that more than 98 per cent of the tarifé$in
were already subject tad valoremduties. In future reviews of its tariff systemhifese Taipei
would take into account the views of members ia thspect.

Tariff Rate Quotas

25 Members of the Working Party requested infororatin Chinese Taipei's proposed new tariff
rate quota system. In response, the represent#ti@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 deedrih paragraphs7235 below. The representative of ~ - [ kR 5-33

Chinese  Taipei provided further information on thascheme in  document
WT/ACC/SPEC/TPKM/5/Rev.1. and WT/ACC/SPEC/TPKM/7daBorr.1. He further noted that
each tariff rate quota would be recorded in PaftAnnex | to the Draft Protocol of Accession).

26 The representative of Chinese Taipei stated fdnathe 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 paragraphs7235 below, which would _ - [ fMER: 5-33

be implemented consistently with relevant WTOsule

27 The representative of Chinese Taipei stated Tfaiff Rate Quota (TRQ) allocation
certificates, as import licences, would be in caame with the Agreement on Import Licensing
Procedures. All commercial terms of trade, inclgdiproduct specifications, origin, pricing,
packaging, etc. would be at the sole determinatiotne parties engaged in the transaction. Partial
shipments against a single allocation would be gd Traders would be allowed to import any
product or mixture of products subject to the saR€ 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 would bedhg transferable and tradable, and certificate disld
could have certificates reissued to combine ordéidllocations.

28 The representative of Chinese Taipei stated @llagpplications for allocation of TRQ
guantities would be submitted to the Ministry oh&ice (MOF). Any enterprise registered as an
importer/exporter in Chinese Taipei would be eligito apply for certificates under each of the quot
allocations systems. Any domestic or foreign gmtse, including a sole-proprietorship, meeting the

requirements set out in paragraphat®vewould be permitted to register as an importer/ebggan - [ ER: 19

Chinese Taipei. Specific conditions for applyimy & TRQ allocation would be published in the
official journal sixty days in advance of the stafthe application period. The application perfod
initial allocations should be closed by 30 Novembérthe previous year, unless the timing of
accession necessitated a change in schedule férahgear. The application period for realloceis
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of unused quotas would be closed by 1 Septemblee. MIOF would grant allocations and publish and
notify the names of recipients and allocations imitivo weeks of the close of the application period
for the purpose of transfer.

System 1

29 The representative of Chinese Taipei statedtligatllocation of tariff quotas would be made
as follows. Under System 1 (for quotas of chickesat, pork offal, poultry offal, deer velvet, fresh
pears (excluding European pears), bananas, andoptsl, the initial distribution of allocations rfo
the first two years, certificates would be issuadadirst-come, first-served basis. Allocationsweb

be established for commercially viable shippingmities, but a ceiling of no more than 20 per cent
of the total in-quota quantity would be establisireddvance and published as part of the allocation
notification procedures. Allocation certificateswid be valid for product arriving between 1 Jaguar
and 1 September. The date of arrival would benddfiin accordance with Article 5 of the
implementing regulations of the Customs Law of @si Taipei as currently in place. Upon request
and proof of signed contract before 1 SeptemberFM@uld automatically extend the validity date
of the certificate to cover products arriving orbefore 31 December.

30 With respect to the reallocation of unused allioms under System 1, the representative of
Chinese Taipei stated that in any year, if the dwolif a quota allocation certificate had not carttre

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 certificatealévbe valid for products arriving on or before 31

December.

31 The representative of Chinese Taipei stated #fiar the first two years, and in each year in
which allocations were made under System 1, apykctr an allocation of the quota would receive
an allocation at least as large as the averageecfinount actually imported by the applicant in the
prior two years. Any remaining quota amounts aréases in the quota amount would be allocated
on a first-come, first-served basis. any and @tfecharges, deposits, duties, etc. associatedtvath
allocation process would be made explicit in theamde public notification process, and with the
exception of ordinary customs duties, would be cemsurate with the cost of the services rendered.
A performance bond would be required to ensure tempitilisation 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 utilisation of tH&RQ

or otherwise restrict trade.

System 2

32 In relation to quotas of red bean, liquid mitidgpeanuts, 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 commerciallgble shipping quantities, but a ceiling of no more
than 20 per cent of the total in-quota quantity \dae established in advance and published as part
of the allocation notification procedures. Alldoais would be made through a competitive process.
An applicant would need to bid by mail in orderdiotain its allocation. Bids submitted would be
arranged in a priority order according to the prembf the bid, which was the amount a bidder was
willing to pay for each unit of the allocation itds for. Quota would be allocated in this ordetilun
filled. In situations where some bids offer thensaamount of premium and the quota available were
not sufficient to fill each of such bids, the quetauld be allocated on ro rata basis. Successful
bidders for allocations would be required to obttieir allocation certificates by paying a non-
refundable premium within thirty days. The MOF wbrte-allocate the allocations of those failing to
pay the premium accordingly. Such reallocatiorcess would commence immediately after a period
of twenty-one days for notification. Allocation técates would be valid for product arriving
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between 1 January and 1 September. The date ighlawould be defined in accordance with
Article 5 of the implementing regulations of thedtams Law of Chinese Taipei as currently in place.
Upon request and proof of signed contract befdsefdtember, MOF would automatically extend the
validity date of the certificate to cover produatsiving on or before 31 December.

33 Concerning the reallocation of unused allocatiomder System 2, the representative of
Chinese Taipei stated that except otherwise peavidr in the preceding paragraph, by 1 September,
the unused portion of the allocation, would béloeated through a competitive process. The dte o

re-issue would be no later than 15 September. &hesued allocations would be valid for products

arriving on or before 31 December.

System 3

34 Concerning quotas of garlic bulbs, dried shétairied day lily, young coconut, betel nuts,
pineapples, mangoes, shaddocks, persimmons, drigadmhs and longan pulp, sugar (private sector),
mackerel, carangid, and sardine (herrings), ungste® 3, the representative of Chinese Taipei
stated that the annual distribution of allocatioould be divided into one to four segments for
distribution. Allocations would be established fmmmercially viable shipping quantities, but a
ceiling of no more than 20 per cent of each segwentd be established in advance and published as
part of the allocation notification procedures. aliidition 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 ofagpication period for each segment amount.
Allocations would be made through a competitivecpss. An applicant would be required to bid by
mail in order to obtain its allocation. Bids sultted would be arranged in a priority order accaydin
to the premium of the bid, which was the amounidadr would be willing to pay for each unit of the
allocation it bids for. Each segment of the quetauld be allocated in this order until filled. In
situations where some bids offer the same amouprerhium and the segment of quota available
were not sufficient to fill each of such bids, thegment of quota would be allocated opra rata
basis. Successful bidders for allocations weraired to obtain their allocation certificates byyira

the non-refundable premium within thirty days. TM®F would re-allocate the allocations of those
failing to pay the premium accordingly. Such rieedtion process would commence immediately
after a period of twenty-one days for notification.

35 The representative of Chinese Taipei noted #xaept as otherwise provided for in the
preceding paragraph, by 1 September, the unusdibrpaf the allocation would be reallocated
through a competitive process. The date of reeisgauld be no later than 15 September. The re-
issued allocations would be valid for productsvamg on or before 31 December.

36 The representative of Chinese Taipei statedtitieahew Tariff Rate Quota system described

in paragraphs 235 above would be implemented by the date of Chirfespei's accession to the - { g 5 )
WTO. The Working Party took note of this commitrnen T {ilﬂ!llék: 3 J
37 The representative of Chinese Taipei statedvifihta view to maintaining a transparent and

open TRQ administration system, upon request froim WTO Member, Chinese Taipei would
consult with the Member on the administration of @B ensure that the quota would be allocated in
a transparent, equitable, and non-discriminatorpmea and the quota would be fully utilised. The
Working Party took note of this commitment.

38 Some Members of the Working Party expressedetonthat 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 atiobarepresented charges imposed on or in
connection with imports that were inconsistent waitmmitments undertaken by Members under
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Article 11:1(b) of GATT 1994. These Members sougissurances that Chinese Taipei would modify
its tariff quota allocation system should it be dastrated in the WTO that charges associated with
allocation by competitive processes were WTO inistest.

39 The representative of Chinese Taipei statedsthadld it be demonstrated in the WTO that
charges associated with allocation by competitiaeg@sses were WTO inconsistent Chinese Taipei
would promptly modify its tariff quota allocatiorystem to bring it into conformity with WTO
requirements. The Working Party took note of them@mitments.

Other Duties and Charges (Article II:1(b))

40 The representative of Chinese Taipei stated elaépt as provided in the Schedule of
Concessions on Goods (Part | of Annex | to the DPabtocol of Accession of Chinese Taipei) all
other duties and charges covered by Article 1l:Ifbthe GATT 1994 would be bound at the level of
zero. The Working Party took note of this comnatrm

Fees and Charges for Services Rendered

41 The representative of Chinese Taipei said tiexetwere no taxes, charges or fees levied on
imports only. The trade promotion fee authorizedtbe Foreign Trade Act had a ceiling of
0.0425 per cent, and was collected on all importd exports exclusively to promote import and
export trade. He stated that the Trade Promotam Was a very small charge, no more thad25.0|
per cent of customs value (currently only 0.0416qgest), applied to both imports and exports talfun
trade promotion activities. He added that in daddito import tariffs and taxes applied equally to
imported and domestic products (e.g., the Commottty, the VAT, and the Alcohol and Tobacco
Tax), the Harbour Construction Dues and the TradenBtion Fee were the only charges applied to
imports. In response, some members of the Workagy stated that the Trade Promotion Fee did
not appear to be consistent with Article VIII oEtBATT 1994. In response to questions concerning
the Harbour Construction Due, the representativeaCbinese Taipei explained that the customs
authorities collected a Harbour Construction Duegoods entering Chinese Taipei through ports.
The levy, introduced in 1948 to fund harbour expem&nd maintenance, was imposed at the fixed
rate of 0.4 per cent and did not apply to inteasisl trade.

42 Some members of the Working Party stated thegt tonsidered that this levy and fee were
inconsistent with Article VIII(1)(a) of the GATT B8l. These members of the Working Party
considered that the levy and fee discriminated resgjaimports because they were only applied to
imported goods and not to like domestic productstaey were not in conformity with Article Il of
the GATT 1994. Some members of the Working Paointed out that thad valoremnature of the
Harbour Construction Dues and the Trade Promotiem 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 promotéenapplied to imports as well as exports. In his
view, the Harbour Construction Dues could be tta@® an internal tax or a service fee to improve
port facilities and services. Chinese Taipei casd both the Harbour Construction Dues and the
trade promotion fee to be service fees as contdetplander Article VIII of the GATT 1994. He
acknowledged that 25 per cent of the Harbour Coo8tn Dues proceeds were used to provide
financial assistance to the cities where the hasbaere 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 theletyy of 0.4 per cent was a revenue charge
to fund harbour up-keep and expansion based onringocation, 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 accessibhe representative of Chinese Taipei stated
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that after reviewing the comments made by WorkiagyPmembers, Chinese Taipei had decided to
bring the Harbour Construction Dues into conformitith Article VIII of the GATT 1994. He added
that the Trade Promotion Fee would not be revisechbse it was considered in conformity with
GATT 1994 Articles Ill, and VIII. In addition, néier charge would be increased in its level of
application, or included in the taxable base ofont for the purposes of applying domestic taxes
such as the Commodity Tax. If requested, Chineapel would consult with the Members
concerning the effect of these measures on thadetr Some members reserved their position in
relation to the Trade Promotion Fee which they @red incompatible with Chinese Taipei's WTO
obligations. These members expressly reservedighe to pursue this issue pursuant to the WTO
Understanding on Rules and Procedures Governin§dtikement of Disputes.

44 The representative of Chinese Taipei confirmteat the Trade Promotion Fee would be
applied in conformity with WTO obligations and wduhot exceed 0.0425 per cent of the customs
value of the good. The Working Party took not¢helse commitments. o
45 The representative of Chinese Taipei stated @étese Taipei would bring the Harbour
Construction Dues into conformity with Articles Bhd VIII of the GATT 1994 upon accession. The
Harbour Construction Dues would be based on theafdbe services provided and not applied on an
ad valorembasis. The Harbour Construction Dues would atsajplied to all trade, including inter-
island trade. Within the same time-frame Chinea@di would exclude these charges from the
valuation base for the application to imports ofméstic taxes, such as the Commodity Tax and the
Tobacco and Alcohol Tax. The current Harbour Cartsion Dues were 0.3 per cent of the taxable
base. The Working Party took note of these comenitsh

Internal Taxes Applied to Imports

46 In response to questions, the representatiehofese Taipei stated that VAT, Commodity
Tax, tobacco and alcohol monopoly tax were apgigahlly to imported and domestic products.

Commodity tax

47 Some Working Party members sought informatiomfiChinese Taipei on the application of
the special commodity tax. In response, the remtaesive of Chinese Taipei said that the tax was
imposed on imported goods at the time of importgtand on like domestic goods upon their release
from the factory. For imported goods, the amouinthe commodity tax was the taxable value
established in accordance with the Customs ImpentffT plus customs duties, plus harbour
construction dues multiplied by the tax rate. [Eomestic goods, the amount of the tax was
calculated on the basis of one of two methods. fifeemethod applied when the manufacturer sold
products through wholesalers or if the manufactuas paid to manufacture the products for others.
The second method considered a 12 per cent pramadtiexpense. The goods subject to the
commodity tax were: rubber tires, cement, machiaglencool drinks, flat glass, oil and gas, certain
electric appliances and motor vehicles. Chinespeldelieved that many Working Party members
had similar practices. He noted that the 12 pet ppomotional expense represented a manufacturer's
typical promotion expense. The tax allowed a dednoof 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 sastbe goods sold through distributors, and did not
discriminate against imports. The commaodity taxs \aaspecial excise tax. The determination of the
tax base had taken into account common practidé® 12 per cent deduction only applied if the
domestic sales were not through a sole distribuberesponse, 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 avaidani subsidization.

48 Some members of the Working Party were of tbe/that the basis for the application of the
commodity tax to imports was artificially inflatdaecause the tax base of domestic and imported

g These members
expressly reserved the right fo
pursue this issue pursuant ti
the WTO Understanding on
Rules and Procedures
Governing the Settlement of
Disputes.
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goods were different. Domestic goods were assesseah 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 aneémtustoms charges and customs duty. They also
noted that domestic goods profited by having antixeél 12 per cent deduction for promotional
expenses prior to the calculation of the tax. €he®mbers 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 theofporation of a 12 per cent differential in the
valuation of imports and domestic products basethenconcept of promotional expenses could not
be justified, and should be eliminated prior toession. Those members considered that due to the
different tax bases, the tax was applied in a mativad were not in conformity with Article Il ohe
GATT 1994. They stated that Chinese Taipei shalichinate by the date of its accession any
domestic tax measures or methods of applying domtsstes whose applications vary according to
whether the items were locally manufactured or irgub

49 The representative of Chinese Taipei statedftbat the time of Chinese Taipei's accession,
changes to the Commodity Tax would modify the Hase¢he tax. From that date, the tax would be
calculated on the basis of the sale price. The pate was the manufacturer's wholesale pricéhfor
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.
Imported goods were taxed on the basis of theirv@liee and therefore were not eligible for the tax
adjustment. He further added that in order to Bsmahe treatment of domestic and imported
products, prices of domestic manufactured goodd dakectly to retailers contained elements of
wholesale profits which were not included in the base. He further stated that the current practic
of assessing the commodity tax based upon engspadement of automobiles and the licence plate
tax was fully consistent with Article Ill 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.

50 The representative of Chinese Taipei stated @ahese Taipei would amend its laws to
remove the 12 per cent allowance provided when gawere circulated not through an exclusive
distributor, and would use selling prices as theeliar levying the commodity tax. He further stiate
that Chinese Taipei would eliminate by the datéfccession any domestic taxes, tax assessment
methods or application of them which was inconsisteith Article Il of the GATT 1994. The
Working Party took note of these commitments.

Business Tax: Gross Business Receipt Tax and VAT

51 Some members of the Working Party asked Chifag®i to describe the application of the
business tax, its scope and level of applicatibwe, fgortion of the tax revenue accounted for by
imports, etc. In response, the representativehifi€de Taipei said that Business Tax applied to the
sale of goods and the rendering of services. &kevis levied in two forms. The first form was a
general sales tax which applied to the businesssofrance, banking, investment trusts, securities,
agricultural wholesale, pawn shops and small bgsimperators. The second form, a VAT business
tax, applied to all other businesses. The VAT wpglied at the rate of 5 per cent, to both domestic
and imported products. All goods, both domedticalanufactured and imported, were generally
taxed at the point of sale. Revenue from both «kimdl tax imposed on imported goods had
represented 1.24 per cent of total tax revenu@®@8911 July 1998 to 30 June 1999). Chinese Taipei
considered that the imposition of the tax at thimtpof sale simplified the procedure by levying the
tax on the taxable goods' imported value and thpiters' added value jointly, rather than sepayatel
However, in some cases, to minimise tax avoidamgmited goods were subjected to business VAT
at the time of importation. The reason for thiswhat if business VAT was levied at the time désa

it was possible that certain imported goods wittiipalar end uses could avoid payment of the ta, i
motor vehicles imported for personal use, or gdaagorted by a financial institution. He further
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noted that because the tax paid on inputs couldddected from the tax paid on outputs collected
from purchases, goods imported for use and googsried for resale were not differentiated at the
time of importation. In relation to the tax base dalculation of the amount of business VAT pagabl
the representative of Chinese Taipei noted thabiteg goods were taxed on the basis of the customs
duty paid value plus the commaodity 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 baseddrusiness, whether the goods were imported or
manufactured domestically. In addition, the bussnemporter could deduct the input tax from the
output tax and was only taxed for the value addeth¢ goods. Therefore, there was no double
counting or'tax-on-taXx. He added that Chinese Taipei, after examiningthér all goods could be
taxed at the time of importation, had found thawdts common practice in those economies which
imposed VAT to levy the tax at the time of impoitat

Monopoly tax on tobacco and wine

52 Some members of the Working Party sought inftioneon the monopoly tax for tobacco,
wine, spirits and beer. In their view, there wasesious transparency problem in this sector. In
response, the representative of Chinese Taipeirooed that imported tobacco and wine were subject
to a Monopoly Tax, in lieu of customs duty, harbawonstruction fees, commodity tax and
value-added business tax. The Monopoly Tax impasedomestic tobacco and wine products was
assessed on aad valorembasis, equivalent to the operating revenue mitluseevant 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.m8anembers of the Working Party requested that
Chinese Taipei provide information on cost of piehn, and indicate how the TTWMB's
methodology to determine the tax rate complied Wwith GATT 1994, in particular Articles 1, 1lI, X,
XI, XVI, and XVII, a list of the taxes applied tonports, their negative rates, the value basis dls we
as the methodology used to determine that domtstiacco, spirits and wine were subject to a tax
rate of approximately 185 per cent of cost.

53 Some members of the Working Party reiterated tlomcerns 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 ma#hte domestic costs, it was not possible to
accurately determine whether the Monopoly Tax waqsaly 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 verifialilavas not possible to conclude that domestic
and imported products were taxed in an equivaleahmar. As there were large discrepancies
between the rates quoted by Chinese Taipei anéhfbemation available to national authorities, it

would be appropriate. Chinese Taipei should ei¢tieninate the Monopoly Tax on imports of wine
and distilled spirits immediately upon accessiorrgplace the Monopoly Taxes with reasonadde
valoremimport duties, and ensure that internal taxesiegg@qually to domestic and imported wine
and spirits. These members of the Working Parsaglieed with the view that a system for duke
valorem taxation of domestic goods based on net profitshef TTWMB could be considered as
equivalent to a specific tax on imported goodsapipeared 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 thedfmly Tax for imported wine, cigarettes and
distilled spirits was significantly higher than teéfective tax rate for similar domestic produats i
breach of Article Il of the GATT 1994. These merh requested, therefore, that the operation of
the TTWMB be altered prior to Chinese Taipei's as@@n, to enhance transparency and to operate in
a manner consistent with the provisions of the GAIPB4. The official monopoly plan ought to be
liberalised and the trade impact of the plan fulyiewed prior to accession. The representative of
Chinese Taipei said that due to the alteratiorhefdcheme over recent years, the Monopoly Tax on
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imported products tended to be lower than the mptied to domestic products. In any event, the
Legislaurg was determined to repeal the tobacco and wine papsystem. Alcohol and tobaccp. -
products were classified according to productiothogs and other features, with different tarifesat
and taxes applying to different products. Clasatfon and tariff and tax rates were carefully

monitored in order to ensure that no discriminationurred between domestic and imported goods.

54 Some members of the Working Party asked thatilsidte provided of the scheme which

would replace the Monopoly Tax and reiterated tmattransitional period was appropriate for a

situation which was in clear breach of Article dfi the GATT 1994. The representative of Chinese
Taipei responded that public hearings had been ketety 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 anbaitco products. The new scheme would be
implemented upon Chinese Taipei's accession.

55 The representative of Chinese Taipei stated tipain accession, the Monopoly Tax would be
abolished and that tobacco and alcohol productddvos subject to (i) import duties as reflected in
Chinese Taipei's Schedule of Concessions (Parhoéx | to the Draft Protocol of Accession) in the
same manner as other imported products, (ii) tbadwo 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 didtohuof 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 towreoship of the enterprise. The Working Party took
note of these commitments.

Quantitative Restrictions

Area restrictions

56 In the early stages of the Working Party, som@ambers 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 fronUthited States; (iii) oranges and other mandarins,
including tangerines and satsumas, and grapefioiorts 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 subjegjumtitative restrictions. In response to recgiest
from Members for updated information on area restms, the representative of Chinese Taipei
stated that as of May 1999, (i) peaches: limitetirports from Europe and the United States, imports
from Australia and New Zealand were limited in citgn (i) lemons and limes: limited to imports
from the United States; imports from Argentina, #kaka and European Union were limited in
guantity; (iii) grapes: limited to imports from thénited States; imports from Chile were limited in
quantity; (iv) plums: limited to imports from theniled States; imports from Australia, Chile and
New Zealand were limited in quantity; (v) whole Bacturkey cuts: issuance of import licenses was
suspended except for imports from the United Stdték oranges: imports from the United States
were free, imports from Australia, European Uniamd éSouth Africa were limited in quantity;
(vii) other mandarins, including tangerines andwiatas: imports from the United States were free,
imports from European Union and Japan were limiteguantity; (viii) grapefruits: imports from the
United States were free, imports from Argentinasthalia and South Africa were limited in quantity;
(ix) apples: imports from the United States andddanwere free; imports from Argentina, Australia,
Chile, European Union, France, Japan, New Zealamd South Africa were limited in quantity;

accorded for additional agricultural products weiseriminatory trade measures inconsistent with the

[ R ive Yuar
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GATT 1994 and, in particular, the MFN principle.hdse members emphasized that there was no
justification to permit the continuation of suctsclimination. Chinese Taipei should eliminate ¢hos
measures from the date of its accession to the WTO.

57 In response the representative of Chinese Taguel that the area restrictions and similar
measures operated to maintain the diversity inotfigin of imports and to maintain trade balances
with certain areas, or to facilitate agriculturetracturing. Only a small percentage of industaiadl
agricultural products were subject to these disicd@tory restrictions. Area restrictions for alcahol
beverages and cigarettes had been eliminated epter8ber 1994. The tariff rate quota offered as a
liberalization measure to be implemented after ssioa for young coconuts would be distributed as
described in paragraphs 27-35 through procedurasistent with the relevant provisions of GATT
1994 and the Agreements on Agriculture and Imparéhsing Procedures.

58 With regard to automobiles, some members notedt tChinese Taipei's Import
Regulation 209, provided that only motor vehiclesnf" Europe and the American Continermhay

be imported into Chinese Taipei. The represergaif\Chinese Taipei agreed that this restrictios wa
discriminatory. It was imposed pursuant to the olubbile Industry Strategic Development Plan.
Chinese Taipei's car industry was currently nobaetitive one, as the size of the market was not
substantial enough to allow for economies of scdlbe total production value in 1992 was US$8.2
billion, representing 5 per cent of the total praihn value of the whole manufacturing sector.
Workers directly employed in the car industry wiréhe number of 120,000. A sudden opening of
the market would result in serious economic anéspcoblems.

59 Some members of the Working Party stated tharaitional period was not appropriate, and
that the area restrictions on automobiles shoulelieinated prior to accession. In response, the
representative of Chinese Taipei undertook to elit@ the area restrictions on automobiles. Up to
now the liberalisation of car imports had proceededollows: (i) heavy trucks could be imported
freely from February 1994; (i) passenger carslccdae imported without quantitative restrictions
from North America and Europe (excepting Easterrofp®). Passenger cars from other areas were
currently under either quantitative or area restms; (iii) light trucks and station wagons coldd
imported freely from North America and Europe. brtp of light trucks and station wagons from
other areas were currently under either quantéaiivarea restrictions. He assured the WorkingyPar
that it was not the intention of Chinese Taipeietoploy measures not permitted by the WTO
Agreement, such as voluntary export restraintstioerogrey area measures to liberalise automobile
imports.

60 At the request of some members of the WorkingyPthe representative of Chinese Taipei
provided a comprehensive listing, covering botifftand non-tariff measures, of all trade preferenc

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 icvoformity with the requirements of the WTO
Agreement. He confirmed that area restrictions dtmoholic beverages and cigarettes had been
eliminated from 1 September 1994.

61 The representative of Chinese Taipei stated dned restrictions applying to imports of
certain passenger cars and certain small commevghicles, certain automobile chassis and
motorcycles would be eliminated upon Chinese Ta&aicession to the WTO. Passenger tigis,
commercial vehicles and certain fish products vileesonly industrial products that would be subject
to tariff-rate quotas after WTO accession. Foispager cars and light commercial vehicles, théf tari
rate quotas would be increased at the annual f&@ percent. The transition period of the tandffe
quota system would be eight years after the aimregsar. Chinese Taipei also undertook that upon
its accession, area restrictions on agriculturadipets, except young coconut which would be subject
to tariff rate quotas, would be eliminated. Thewéf rate quotas would be administered in a manne
consistent with the requirements of the WTO Agreetmi@ particular the Agreement on Agriculture,
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the Agreement on Import Licensing Procedures and GA994. The Working Party took note of
these commitments.

Import Licensing

62 Several members of the Working Party noted lfsttrically Chinese Taipei had maintained

a complex network of non-tariff measures consistifigjuantitative 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 wlitsel engines and motorcycles of 150cc or more,
applied by Chinese Taipei were inconsistent withG\abligations and would have to be eliminated.
These members requested that Chinese Taipei etenipeor to accession to the WTO, all import
restrictions inconsistent with the GATT 1994 and YWTO Agreements, in particular the Agreements
on Agriculture, Sanitary and Phytosanitary Measares Technical Barriers to Trade.

63 In response, the representative of Chinese iTagid that a system of licensing had been
operating in relation to the importation of certginoducts that consisted of area restrictions,
discretionary licensing and import controls. Autdino licensing operated to grant an import license
without requiring the Customs to screen the godaliscretionary 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 produmtsCouncil of Agriculture, Industrial Development

Bureau, Department of Health, Environmental PradeciAdministration and other agencies were
required to consent to the issue of licenses fdh import controls and discretionary licensing in

respect of products falling within their respectjuesdictions. Once the importation was approved,
the Board of Foreign Trade issued an import license

64 The representative of Chinese Taipei stated ahaa result of the concerns expressed by
members of the Working Party, Chinese Taipei haddee to establish &Negative List system.
The Negative List system would streamline the irtgg@n process and replace all pre-existing
health, or environmental protection implication¥he Negative List would result in the issuing of
licenses by the relevant agencies according tdo@@tiive standard, and in a transparent manner. He
noted, however, that some items on the automaténse list would become subject to quantitative
restriction or import ban under the Negative Ligitem, 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 peast of the government agencies enjoying the
import monopoly would be made consistent with AetiXVIl of the GATT 1994.

65 The representative of Chinese Taipei outlinedaoferation of its Negative List system under
the June 1997 version as follows. Items weredisteeither Table | (Table of Commaodities Subject
to Import Control) or in Table Il (Table of Commtds Subject to Conditional Import). Items listed
in Table | could not be imported unless speciaipraved by the Board of Foreign Trade or other
relevant authorities, which were listed in ImporédRlations 111/112. Items listed in Table Il
required that an import license be issued priaintportation, by the Board of Foreign Trade or its
designated licensing banks i.e. Import Regulatit®#/122. Tables | and Il constituted the Negative
List. In respect of items that had previously lieegh a license issued by the Board of Foreign Trade
but were not retained in the Negative List, if thegre subject to administration requirement, which
had no trade restriction effect, the Customs weggiired to carry out an inspection to determiné tha
all requirements for importation were fulfilled. h& items subject to that requirement were listed in
the" List of Commaodities Entrusted to Customs for Imgexaminatiofi (*the Entrusted List). The
Entrusted List was published together with the Niggalist in a consolidated volume arranged by
HS Code number. The Negative List and the Entdukist each accounted for 8 per cent of tariff
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lines, the remaining tariff items were free of thegiuirement. Items contained in Table | were ettbj

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

of the GATT 1994, whilst others were required totpct domestic sectors. In the case of bans
necessary to protect domestic sectors, an entitierte 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 Il if qga® or tariff quotas were used as transitional
measures.

66 In response to further questions from memberhe@fWorking Party, the representative of
Chinese Taipei explained that the decision whedhgroduct should be included in the Negative List
was taken by government agencies. The legal Basigicluding items in the negative list was

Article 11 of the Foreign Trade Act, which permittéhe imposition of a restriction if the restrictio

purposes social security, culture, human health, environtakprotection 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 thausiat of an item in the negative list, existing
practice permitted such representations to be nt@adiecision makers. The practice of inviting
interested parties to express their view when demigig 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 itemsulddbe 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 subjechew import licensing requirements. The
Working Party took note of this commitment.

67 Several members of the Working Party indicated &ll bans and restrictions set out in the
Negative List, and the requirements for import igieg being issued by more than one regulatory
agency should, be brought into full conformity witite WTO Agreement, especially the Agreement
on Import Licensing Procedures. In particular, entber of the Working Party noted that some of
Chinese Taipei's stated reasons for restrictiodsidi appear consistent with WTO requirements, e.g.
restrictions required to protect domestic sectdiisis member requested specific justificationsaioy
import restrictions maintained or imposed in thieife. A general statement that import bans, which
in respect of most products were justified underchas XX and XXI was insufficient to evaluate any
commitment. In response, the representative ofi€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 thatiired import licenses to be obtained from one
regulatory entity only. Some members of the Wagki?arty said that all import bans, quantitative
restrictions import licensing restrictions, and esthnon-tariff measures inconsistent with the
requirements of the WTO Agreement would have telbeinated prior to Chinese Taipei's accession.
Some members of the Working Party said that if EsinTaipei believed that certain of its import
bans, quantitative restrictions and administratreguirements were not inconsistent with the
provisions of the WTO, the onus was on Chineseéidgpdemonstrate this. They requested Chinese
Taipei to modify this list to show: the precise dfstion of the product affected by HS number, the
measure or measures applied to each, the specifi@ Wovisions which justified the maintenance of
the measure or measures and the responsible agdhtorder measures were to be justified to
enforce Technical Regulations or Sanitary and Rfayiitary Measures, the table should also show the
relevant national standard(s) and any internatistaidard(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.

68 The Consolidated List of Commaodities Subjectinport Regulations and Commodities
Entrusted to Customs Import Examination was refem® in Attachment C to this Report. The
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representative of Chinese Taipei undertook to yatify changes introduced to the Consolidated List
in accordance with the Agreement on Import LicegdPnocedures. The Working Party took note of
these commitments.

69 In response to a request that Chinese Taipdupeoa plan for the elimination of quantitative
or other non-tariff measures on fish, the represtamt of Chinese Taipei stated that Chinese Taipei
would eliminate all quantitative restrictions omesle products from the date of accession, withdle s
exception of import bans on mackerel, carangid sadlines. The existing import controls for
mackerel, carangid and sardines would be replagédrlif rate quotas which would be distributed, as
indicated in paragraphs 27-35, through procedunasistent with GATT 1994 and the Agreement on
Import Licensing ProceduresS.he Working Party took note of these commitments.

70 Some members of the Working Party noted theirmaedtl application of non-tariff measures
to imports of certain yachts and recreational fighivessels and a ban on the importation of
motorcycles, including those with reciprocatingeimal combustion piston engines of a cylinder
capacity exceeding 150cc. These members of th&kipParty stated that the restrictions were not
justified under the WTO Agreement. In additionmeomembers noted that Chinese Taipei had not
developed appropriate emission standards for mgtlas over 150cc which in itself could preclude
effective market access even if the formal ban elasinated. Finally, those members noted that
Chinese Taipei restricted motorcycle access oraicerhajor highways in Chinese Taipei. These
issues would need to be addressed at the timeahensas eliminated to ensure effective market
access for these products.

71 The representative of Chinese Taipei stated tip@h 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/replatterght 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 anddvpermit their import. At that time, Chinese
Taipei would implement emission standards for motdes 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 accessadgavould not be barriers to market access and that
Chinese Taipei would consult, upon request of a Wii@nber, regarding road access restrictions and
their effects. The representative of Chinese Tdipther stated that Chinese Taipei would eliminat
the import ban on passenger cars equipped witleldéegjines two years after accession to the WTO.
The Working Party took note of these commitments.

72 The representative of Chinese Taipei said ttah fthe date of accession, Chinese Taipei
would apply its import licensing and quantitatiestrictions regime in strict conformity with WTO
Agreements, in particular with the Agreements orridgdture and Import Licensing Procedures.
Chinese Taipei would also ensure that the distobhudf import licenses, quotas, tariff-rate quotas,
permits or any other means of approval for impantabr the right of importation hyall levels of L -

g% central and sub-centra
authorities

governmentwould not be conditioned on whether competing damesuppliers of such product
exist or on performance requirements of any kindiuiding but not limited to local content or mixing
requirements, the transfer of technology, the cohdfiresearch and development, minimum export
requirements, or on the origin or nature of theegmise. Chinese Taipei would ensure that price
increases, if any, in respect of imports by stedéihg enterprises would be imposed in a manner
consistent with the requirements of Article I1:4 ®ATT 1994 and Article 4.2 of the Agreement on
Agriculture. The Working Party took note of thesenmitments.

73 The representative of Chinese Taipei said that€Se Taipei also undertook to eliminate and
not reintroduce or apply import bans, quantitatigstrictions, licensing restrictions, or other non-
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tariff measures having similar effect which werd justified under specific provisions of the WTO
Agreement. He also noted that Chinese Taipei woatduse measures related to customs procedures
and technical product or safety standards and asgndnd phytosanitary measures as disguised
barriers to trade and that any measures applieddwoe no more restrictive than necessary to
accomplish their legitimate goals. The WorkingtiPawok note of these commitments.

Customs Valuation

74 Some members of the Working Party requestedrmimstion on the system of customs
valuation in Chinese Taipei. In response, theasgmtative of Chinese Taipei stated that paragtaph
of Article 12-1 of the Customs Law reflected thtuations in which the transaction price would not
be used as the basis of customs value. The ti#orsa@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 concerrtimg adequacy or accuracy of an invoice, it
normally requested the importer to provide an exatimn 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 deteerthiat the invoice price would not be accepted as
the customs value. In such a circumstance, Arfi2l2 to 12-6 of the Customs Law provided that the
value was assessed in the following sequencelyfirtie transaction value of identical goods;
secondly, the transaction value of similar gootsgty, the deductive value; fourthly, the computed
value; and, fifthly, any other reasonable value.

75 Some members of the Working Party asked whethgminimum import values were used
in Chinese Taipei. The representative of ChinEsipei replied that although Article 12 of its
Customs Law provided for use of a duty paying vaistewhich provided a pre-determined value for
The discretionary power had been eliminated asréselt of the April 1997 amendment to the
Customs Law.

76 Some members of the Working Party said that smspects of the customs valuation regime
of Chinese Taipei appeared to be inconsistent whth 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 agfgrence price mechanisms or other arbitrary Gits
prices used for customs valuation purposes on w@gnial and other imports should be eliminated;
and the selection of valuation methods outsidehileearchy 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 ruteshe determination of whether parties were
related when dealing with the customs valuatiotrarfsactions between related parties were required;
and provisions giving effect to the WTO MinisteriBecision on Customs Valuation should be
enacted.

77 Some members of the Working Party also expressedern regarding the practice of
requiring importers to post bonds for prompt cleaeaof goods, in particular horticultural goods,
based on pre-determined reference prices. Theeeemee prices were not established in a
transparent manner, were often changed without pidtice and no opportunity was provided for
comment on the rate established. In the view eé¢hmembers, this practice had the same effect as
use of reference prices to calculate duties. $paese, the representative of Chinese Taipei stated
that its use of reference prices in determiningaim®unt of the bond to be posted to facilitate grom
clearance of goods was not inconsistent with theD/dbligations, in particular, the obligation under
the Agreement on Customs Valuation.
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78 The representative of Chinese Taipei statedGhatese Taipei would continue to improve its
current practice of requiring importers to post d®ifor prompt clearance of goods in order to make
the bond amount a closer reflection of the actwler of the goods. Any bond paid would be
refunded, if a post-clearance assessment of th®masvalue of the goods was less than the bond
amount. Chinese Taipei would, by the date of aioas adopt an equitable, transparent Customs
bonding system for any perishable fruits and vedgetasubject to such requirements that allows for
potentially frequent adjustment to the bond valuaake account of prevailing market forces. The
representative of Chinese Taipei stated that th&tdis bonding system would have the following
characteristics:

0] specific bond values would be fixed for eaclppier country. Upon request,
Chinese Taipei Customs authorities would make alvkilto any domestic or foreign
interested party the data, the data source, andh#rodology used in formulating
the reference price upon which the value of thedbeas based.

(ii) Adjustments would be made to the specific baatlies, as frequently as necessary,
to take account of prevailing international marleices, and seasonal quality
consideration.

(i)  Alternative data sources would be considersgthuld representatives of an exporting
country believe that more appropriate and accudat® exist beyond that being
employed by Chinese Taipei in setting the bondeslu

(iv) A mechanism would be established to provigiethe request of either an exporting
country or Chinese Taipei authorities, for promphgultations should a question or
concern arise relative to an established bond value

The Working Party took note of these commitments.

79 Responding to comments from some members ofAtbeking Party detailing other areas
where the customs valuation regime of Chinese Taljenot concord with the provisions of the
Agreement, the representative of Chinese Taipdcated that these issues were addressed in the
implementing legislation for WTO accession.

80 The representative of Chinese Taipei confirned &mendments to bring the Customs Law
into conformity with the Customs Valuation Agreerherould 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 accegsiothout 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 conaggrthe effect of Chinese Taipei's customs valuation
procedures on their trade. The Working Party toale of these commitments.

Rules of Origin

81 Some members of the Working Party requestedniation about the elaboration of rules of
origin in Chinese Taipei whether in the contextffe trade agreements or otherwise, and also
requested Chinese Taipei to confirm that its rofesrigin for both preferential and non-preferehtia
trade complied fully with the WTO Agreement on Ru Origin.

82 The representative of Chinese Taipei said that Gustoms Law had been amended in
April 1997 to provide a legal basis for the esstiinent of rules of origin fully consistent with the
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WTO Agreement. The Rules of Origin on Imported @®set out the criteria for determining origin.
The representative of Chinese Taipei stated thaheSk Taipei would ensure that its laws and
regulations relating to rules of origin were cotesis with the relevant WTO Agreements upon
accession. The Working Party took note of this miment.

Preshipment Inspection

83 Some members of the Working Party requestednrdtion on whether the services of a
preshipment inspection firm were employed by ChenEsipei. The representative of Chinese Taipei
said that Chinese Taipei did not use pre-shipmespection. The representative of Chinese Taipei
noted however that Chinese Taipei had amendeddtedn Trade Act in April 1997 to provide the
legal basis for the authority to regulate preshipiniespection activities of firms mandated by fgrei
governments.

84 The representative of Chinese Taipei statedGhatese Taipei would ensure that its laws and
regulations relating to preshipment inspection wodle consistent with the relevant WTO
Agreements, in particular, the Agreements on Ppeséit Inspection and Customs Valuation. The
Working Party took note of this commitment.

Anti-Dumping and Countervailing Duties

85 In response to questions from members of thekiMprParty the representative of Chinese
Taipei said that in 1984 Chinese Taipei had endcté Implementing Regulation on the Imposition
of Countervailing Duties and Anti-Dumping Duties That Regulation provided that countervailing
or anti-dumping duties could be levied on goodsnébto have 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 reqguénets 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 retfiseRegulations to make them consistent with
the Uruguay Round Agreements prior to accessiahe¢®/TO and to submit them to the WTO.

86 The representative of Chinese Taipei stated, Bhtnese Taipei would ensure that its
legislation on anti-dumping and countervailing dsitivas in full conformity with the requirements of
the WTO Agreement, in particular Article VI of GATTL994 and the Agreements On the
Implementation of Article VI and Subsidies and Ceuvwailing Measures from the date of accession.
Chinese Taipei would also ensure that any anti-dongnpr countervailing duties imposed on any
product after its accession were in accordance thétrequirements of Article VI of GATT 1994 and

the Agreements On the Implementation of Articlearid Subsidies and Countervailing Measures.
The Working Party took note of these commitments.

Safeguards Regime

87 Some members of the Working Party noted thawbeigion in the Foreign Trade Act, referred
to as thé'trade imbalance clauseermitted Chinese Taipei to suspend trade froncipeountries
because of persistent trade deficits and did netifpally authorise the type of actions foreseen i
the Understanding on Balance of Payments ProvistbrGATT 1994. In response to requests for
justification of this provision and measures takemsuant to it, the representative of Chinese Taipe
said that, in his view, Articles XI, XIl, 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, XIll, 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 inconsisteith the provisions of the WTO.
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88 The representative of Chinese Taipei statedithdtpril 1997, the Foreign Trade Act had
been revised to address members' concerns abotratleeimbalance clause. This clause had been
replaced with one that was consistent with Artiglé of the GATT 1994. The representative of
Chinese Taipei further confirmed that the provisiof the Foreign Trade Act would be implemented
from the time of accession in a manner conformiagthte provisions of the WTO Agreement.
Moreover, the representative of Chinese Taipeiedtdhat should a critical balance of payment
situation develop, Chinese Taipei would give pmiee to those measures referred to in the
Understanding on the Balance of Payments ProvistdSATT 1994 as price-based measures to
address the situation and would maintain any measanly so long as necessary. In the circumstance
that Chinese Taipei must resort to measures thae wet price-based, Chinese Taipei would
transform these measures into price-based measittéa 6 months after implementing the initial
measures. Moreover, any measures taken for batdmmmyment reasons would not be used to
provide import protection for specific sectors, ustties or products.

89 The representative of Chinese Taipei stated ftuah 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 Regulations

90 In response to requests for information on aestrictions maintained on exports, the
representative of Chinese Taipei stated that ndumts were prohibited from export from Chinese
Taipei. Ammunition, narcotics, protected wildlifend strategic high-tech products were subject to
strict export controls, and could only be exportetter special export permits. As a result of
measures adopted by importing countries, certdieroitems 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 prarsi subject to export licensing maintained to easur

0] the implementation of quantitative restrictiarrangements and voluntary restraint
arrangements;

(ii) £ssential securifythe security of supply of certain daily necessitand important]. - /{ilﬂ!l%: national security

industrial materials, including rice and salt;
(i) social policies, including narcotics control;

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

v) hygiene and health, including eels;
(vi) agricultural development, including bananakijte/skin sugar cane, and onions.
91 In order to streamline the granting of an exfioeince, an automatic electronic export licence

had been adopted.

Export Processing Zones / Economic Processing ZibBgport subsidies

92 Some members of the Working Party requestednre#on on the Export Processing Zones

(‘zones), in particular, information on the total value wade as well as the percentagezohg | - { Wk EPZs
production. In response, the representative oh€d@ Taipei said that ttEneswere establishec {illl!lﬁ%: EPZs
pursuant to the Statute for the Establishment amshdgement of Export Processing Zones. The

Statute was amended in 1999 and thereafter renatmedStatute for the Establishment and {ilﬂ!l%: EPZs
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Management of Economic Processing Zones. As altrdsSyport Processing Zones were also - -
P W fiE&: Economic Processing

Zones

(a) exemption from the following duties and taxes:

0] customs duties on imported machinery and eqaeigmraw materials, fuels,
commodities, components, and samples;

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

R the Economic ‘

(iii) deed tax on newly built standard buildingsjaired from thezone's Administration - -~ W Processing Z

”””””””””””””””””” T {mﬂl{{k: Economic Processingjl

(b) no business tax on exported goods and theitegllabour services, as well as on the goods
purchased by the export enterprises;

(c) due to the exemption from taxes or duties, there araexemption from the requirement to
keep certain documents and to pay tax deposits étcaddition, transfers of property to
different enterprises withinzone were not subject to the business tax. .

- { filE&: Economic Processing jl

93 The representative of Chinese Taipei furthereddthat thezones were managed by the/’{mﬂﬁ: Economic Processing 7

Zones in Chinese Taipei. In 1994, 96 per cent ofipetion in thezones was exported. Under { W Economic Processingjz

the production of thgones was required to be exported. A certain percentéighe production could (e EPZ )
be sold on the local market, provided that it wasoeded the same treatment as imported prodletS’,’{ R EPZ J
and was subject to customs duties, commaodity taxasiness tax. The product of ghenessold in - [ ks EPZs ]
the domestic market was subject to customs dutherfinal product, not on inputs into the product.

If goods produced in theonesfor local sale were less than 50 per cent of tivaual production, the - | fifhg: EPZ: )
Zones Administration would automatically approve the degtic sale of the goods. If the goods - { g epz. )
produced for local sale were in excess of 50 pet ckannual production, the approval by ffumes

Administration was discretionary. However, no sagiplication for approval had ever been refused. {ilﬂ!l%: EPZ: J

The representative of Chinese Taipei added thae thras no local content requirement for enterprises
wishing to operate in thgones In the past subsidiaries or branches of entpricould not be - [ g EPZ:

production in 1994, 6-7 per cent in 1997, 8.19 gt in 1998 and 11.34 per cent in 2000. In May { HHER: EPZs
1997 Chinese Taipei had lifted the 50 per centtlonilocal sales through amendments to the Statute\.{m]ﬁg: EPZs
Domestic sales had exceeded 50 per cent of theigtiod of crystal oscillators, electronics testers,

zoneswhich entered the domestic market accounted fly B per cent of the value of toabnes . JMB:_EPZS %

benefited from the tax exemption granted by theuStdfor Upgrading Industries.

94 Some members of the Working Party noted thatsaithe arrangements providing for fiscal
incentives for businesses located or operatingh@zbnes appeared to be in conflict with the - ‘ HiHER: Economic Processing

provisions of the SCM Agreement and the AgreemanfRIMS. They requested further information | Zones

on the fiscal incentives offered. In response, tfresentative of Chinese Taipei indicated that

machinery, raw materials, fuels, commaodities, congmts and samples, and the deed tax on the new | Zones
buildings purchased from or otherwise acquired ftbagones' Administration. No business tax was - [ MER: Economic processingjg

charged on the exported goods and their relatetcesr nor was the business tax levied on purchases
by those enterprises. These enterprises were eedempted from applying for tax exemption,
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guarantee, relevant bookkeeping, and paying panéditax. He further stated that in Chinese
Taipei's view those practices complied with theunements of the WTO Agreement and did not
constitute export subsidies. Their trade efféany, was minimal: 0.185 per cent of total export

95 Some members of the Working Party noted thabiinguty and tax exemptions on goods

Direct taxes on the profits from the exports ofsd@nterprises were also exempted. In their view
these practices appeared to be in conflict withS@# Agreement. Those subsidies could also be

create duty-free zones for the production of exqart order to create an environment where exports
manufactured from imported inputs need not obtaiefand of duties. This was consistent with the
obligations contained in the WTO Agreement. Thaithtion on duty refunds/exemptions on inputs
directly incorporated into exported products waplied by many developed economies, for the
purpose of administrative expediency, rather theindobased on the theory that refunds/exemptions
of duties on imported inputs not directly incorgedh into the exported products would unduly
increase the exporters' competitiveness and shooiidoe allowed. Because the products were
primarily for export, it was therefore not necegstr limit exemptions or refunds to the extent of

SCM Agreement, inputs consumed in the productiatess, for which drawback of import charges
was allowed, were defined to cover energy, fuel @ihdh the production process and catalysts which
were consumed in the course of their use to obtiaén exported product as well as the inputs
physically incorporated. Because the exports ftbmzones did not receivéundu¢ amounts of | - - [ k& Economic Processingjz
refund or exemption the relevant practices didauoistitute a subsidy. The representative of Cleines
Taipei added that the SCM Agreement AnnéXllstrative List of Export Subsidig&sdid not contain
the requirement that the input be physically inocoaped into the exported product. He stated thet t

exemption from corporate income tax fmones enterprises had been abolished togethertigtd - [ ff&: Economic Processingjz

their products, provided that they met the requestm set forth in the Statute for Upgrading {ilﬂ!l%: Economic Processingjz
Industries. Consequently, the practice was neighepecific subsidy nor conditional upon export
performance.

96 Some members of the Working Party reiterated tihe incentives provided in thgones ‘ - ~{ Mg Econornic Processing |

appeared to be incompatible with the SCM Agreemertiey expected that Chinese Taipei would
ensure that sales into the market of Chinese T#ipei thezones would be subject to normal taxes, - { fif§&: Economic Processingjz

tariffs, and other border measures. In additibesé members considered that Chinese Taipei should
satisfy the Working Party that the regime of foees was consistent with all the requirements ef th - { fig&: Economic Processingjz

WTO concerning the treatment of goods, services iatadlectual property. The representative of
Chinese Taipei replied that Chinese Taipei haddgetto levy duties qgone products entering thg -

fiE&: Economic Processing jZ

domestic market on the basis of ex-factory priceésusivalue added resulting from manufacturing or

fiE&: Economic Processing jl

economies. He added thaChinese Taipei hoped that the changes to the systenid alleviate
concerns that the current system operated as rBceigive forzone products entering the domestic - { fiffig: Economic Processingjz
market. In May 1997 the Statute was amended aed thie amendment, it was renamed the Statute
for the Establishment and Management of Econonocdasing Zones. In the interim, elimination of
the limits on sale of products into the domestioreeny had removed the requirement to export

products from gone and the proportion of goods exported from tirees had declined over the firgt. - ‘ fiHE&: n Economic Processin?
z

{
{
{
{ #B&: Economic Processing |
(
{

six months of 1998. While the fiscal incentivesypously provided under the Economic Processing
Zones statute could be considered by some membemnstitute subsidies, elimination of the export
requirement, in Chinese Taipei's view, resolved thsue.
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97 The representative of Chinese Taipei confirntied, tfrom the date of its accession, all taxes,
charges, and measures affecting imports, incluigiqprt restrictions and customs and tariff charges,
applied to imports from abroad into other part€Cbinese Taipei would be applied zone products
entering the domestic market. While customs dutiesild be applied on the basis of ex-factory -
prices minus value added resulting from manufactuier processing activities in thm®nes, other
taxes, charges and measures would be based onxifeetary price. He further-added -that
preferential arrangements provided to enterpriseatéd within thezones would be extended to all
enterprises whether domestic or foreign and maiathin a WTO -consistent manner; i particular
with regard to the principles of non-discriminatiamd national treatment. Furthermore, export
requirements or incentives would not be reintroduceThe Working Party took note of these
commitments.

Internal Policies Affecting Trade in Goods

Industrial Policies Including Subsidies

98 Some members of the Working Party stated th&himese Taipei there were currently in
place a number of official industrial assistancegpams that could be considered prohibited indalstri
subsidies under the WTO Agreement on Subsidies @ndntervailing Measures (the SCM
Agreement). These practices included all expobsilies that were of the type contained in the
illustrative list set out in Annex | to the SCM Aggment (including preferential tax rates and other
subsidies contingent upon export performance) aherosubsidies contingent upon the use of
domestic over imported goods, as provided for itichr 3 of the SCM Agreement.

99 Some members of the Working Party said that tuesidered that many of the industrial
promotion plans currently being implemented by @k Taipei acted as disguised subsidies. These
members requested that Chinese Taipei review timesesures in light of the WTO Agreement on
Subsidies and Countervailing Measures. The reptatee of Chinese Taipei recalled that Chinese
Taipei had, as an observer, participated in thetingeof the GATT 1947 Committee on Subsidies
and Countervailing Measures. He said that Chiffesgei 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 Countervailingeaddires. In document
WT/ACC/TPKM/8/Rev.2, the representative of Chingsépei submitted to members of the Working
Party a draft Notification Pursuant to Article X¥l.of the GATT 1994 and Article 28.1 of the
Agreement on Subsidies and Countervailing Measutasdocument WT/ACC/TPKM/9/Rev.2, the
representative of Chinese Taipei submitted to thark¥kig Party a draft Notification Pursuant to
Article XVI.1 of the GATT 1994 and Article 25 of ¢hAgreement on Subsidies and Countervailing
Measures.

100 In response to questions about industrial digsimaintained by Chinese Taipei, the
representative of Chinese Taipei explained thaStia¢ute for Upgrading Industri¢s$SUl") provided
financial assistance to industry, such as tax eximm or accelerated depreciat'tm enterprises in

[ {iE%: Economic Processing jl

[ fiE&: Economic Processing jl

- [ fiE&: Economic Processing ?_

{ilﬂ!lﬁ%: , assistance to

- { R

Taipei explalned that to qualifipr this assistance, as"aewly emergmg, ]n"lbcf)rftantfand éfrafejg*m\ {ilﬂ!lﬁb a

indust;", theenterprise was required to meet foltowing criterig: (1) the paid-in or increasealigr
in capital for the investment plan should be ova$R00 million; and (2) the amount of the fund\
available for the purchase of brand-new machinguojfament in the investment plan should be over

NT$100 m||||on The above cntena for pa|d in |0|Creased paid- |n capital and the amount of funds

\

assets) applied to all enterprises, organlzederidhn ofa company pursuant to the Company Law of
Chinese Taipei, including companies incorporateddogign investors or entities. He added that all

-

{M@s

{mﬂlﬁ& as an

{ R ies

fHER: must be met

{1 a

{ fiHEs: Statute

o J JU U JU JC JU
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industrial sectors could be entitled to receiveetarated depreciation for investment in instruments
and equipment for exclusive use for energy saviR@D purposes, experiments or inspection of
quality deemed eligible pursuant to Article 5t SUI. The representative of Chinese Taipei said

that in the fiscalear1999 the total value of the tax exemptions or ductions granted, pursuant (o]
the,SUI, was approximately US$1.45 billion. - g stauee

101 Some members of the Working Party expressececorthat Article 18 of the Statute for the
Establishment and Administration of a Science-Bdeddstrial Park ("SSP") constituted a prohibited
subsidy because the business tax was exemptedshitas of domestically produced machinery and
equipment sold to enterprises inside such an induggrk, but was imposed on imported machinery
and equipment sold to enterprises inside a pankthdir view, this constituted an import substnti
subsidy. Some members of the Working Party pointgdhat a similar provision could be found in
Article 17 of the Statute for the Establishment andnagement of Economic Processing Zones

(Amended Edition) ' (AmendecL Ia\)v) The representatlve of Chinese Taipei explaltim the | - [ g EPZ

imported for non-resale. Such imports were Covéxyethe very broad exemption from business tax
under Article 41 of the Business Tax law for goadgported by businesses fbbusiness operations
purposes. Some members asked the Chinese Taipei representdty, if this was the case, was
there a need for the preceding article of the $8tle 17, which refers specifically to the busise
tax and exempts from such tax imports of machimeny equipment into a park. The representative
of Chinese Taipei explained that the provisionsAdticle 18 of the SSP and Article 17 of the

{ Wigg: EPZ

business tax. In light of these concerns, howeherrepresentative of Chinese Taipei stated Het t
relevant provisioniproviso) of Article 18 of the Statute for Establinent and Administration of [

{HER: details

{ mg: EPZ

\\;\{mﬂlﬁ:ve

102 Some members of the Working Party noted thaiclar7 of the Statute for Upgrading \{W!I%ZO

Industries (SUI) gave tax credits to industriesesting in particular regions filling criteria to be

determ|ned by thgovernmentand requested more |nformat|on on those criteTine representatlvﬂU [mﬂgk: Executive Yua
Ic fiES: set by the Executive

development was stagnated relative to populatevel$ of employment, transportation capacity, tax ‘ Yuan

)
|
|
|
)
|
|

revenues, the average regular income per familgt, tha availability of public facilities. For this
purpose, each year the counties were ranked irbbsped list which determined levels of regional
assistance. Chinese Taipei submitted a draftficadton of the investment tax credit provided and
Article 7 of the SUI in Annex Ill of document WT/AQSPEC/TPKM/8.

103 Some members of the Working Party expresseckecorabout the transparency of the criteria
used to determine which enterprises would reces®istance under the Statute for Upgrading
Industries and requested information on the scépg@mlication for tax benefits, whether they apglie
to domestic and foreign investors, to all industsactors and to specific areas, as well as a
breakdown of expenditures. In response, the reptave 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'béxcellencg, the tax credit was 15 per cent of the tax payable
Other tax benefits were allocated to all indussidtors or to particular industrial sectors. he@ent
period the incentives under the Statute for Upgrgdindustries related to the Business Income Tax
had included accelerated depreciation, corporatesiment tax credit, institutional shareholders tax
credit and foreign investment loss reserves. Besnkad also concerned the Deferral of Land Value
Increment Tax, Stamp Tax, Deeds Tax, etc.
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104 Some members of the Working Party enquired enedll of the criteria listed in Article 21
of the Statute for Upgrading Industries were reggliito be established before a business could be
eligible for assistance from the Development Fuiitiose members also requested examples of how

the governmentdetermined when assistance should be paid for gibgyoses as prescribed by [ . Exccutive Yuan

sub-paragraph-7 -of -that Article.- -The represergatif Chinese"Taipei said that-only -one- eriteria
needed to be satisfied, and that sub-paragraply6pplied when none of the other criteria applied. {Wﬂ%i !

 J

He also explained that the value of the revolvingd-was approximately NT$111.1 billion at the end
of July 2001.

105 Noting that the Statute for the Developmeri¥leflium and Small Businesses and the Statute
for Upgrading Industries provided for industriacémtives, some members of the Working Party
requested an estimate of their set-up amount @cent period. In response to another questien, th
representative of Chinese Taipei noted that Chiflegeei had established the Fund for Development
of Small and Medium Businesses in 1992, with al taaie of NT$12 billion. Until March 1998, the
allocated amount of the Fund was NT$9.1 billiorurtfrermore, almost all enterprises could qualify
as small or medium sized enterprises.

106 Some members expressed concerns that the edit @rovided in connection with the
creation of internationally recognized brands cituisls 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 pdrgxpenses for international market investigatiorttierdevelopment

of new products. The representative of Chinese Taipei stated tti@tRegulation on Creation of
International Brands had been eliminated in Decen®®0. Any future programme in this area
would be consistent with WTO requirements and wauwtl reintroduce prohibited subsidies. The
Working Party took note of this commitment.

107 Some members of the Working Party also notatlaimong the measures to support new and
promising industries were tax concessions and itndistrial cooperation programmes could be
applied in certain areas. Reference was also Itweithe existence of two separate steel pricesand t
need to ensure that the lower domestic price wasised to indirectly subsidize the export of steel.
With regard to steel, the representative of Chinksipei said that besides direct export price at th
world market level, China Steel Corporation (CSQjimtained a two-tier pricing in the domestic
market. The higher domestic price offered to amsis whose products were sold and consumed in
the domestic market was based on the landed, dutlygrice of imported steel products. The lower
one (i.e. indirect export price), applied to cuseesnwho manufactured steel into final products for
exports, was based on the landed, duty-free pficapprted steel products. The indirect exporteri
was aimed to ensure that CSC's pricing remainedpetitive with that of imported steel. The
two-tier pricing system had been abolished in 188d China Steel Corporation had been privatized
in April of the same year. Prices of China Ste@rg@ration's products since then had been
determined according to the market condition. &hbad been no State intervention in the
determination of prices whatsoever. Since then dbmestic steel market had been free and
competitive.

108 Some members of the Working Party asked howneéSki Taipei proposed to stimulate
development of desirable industries, particularighkitechnology and high value-added industries.
The representative of Chinese Taipei said thatdiiten to the Statute for Upgrading Industries,
Chinese Taipei had eased the requirements relatindpe acquisition of land used for factory
construction and had taken steps to satisfy long ttiemand for industrial sites. Chinese Taipei had
also provided medium and long-term training progras to highly qualified personnel in order to
upgrade skill levels, and had developed the necgsHeastructure pursuant to the Development Plan.

109 In response to additional questions concertfirgspecific measures taken by Chinese Taipei
to support new and promising industries, the rapriegive of Chinese Taipei indicated that Chinese
Taipei supported research and technological dewsop in the areas and technologies identified as
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promising and major focuses of attention. The Btiyi of Economic Affairs (MOEA) gave priority

to funding scientific research and developmentchJuvestment had increased yearly. The MOEA
also contracted with non-profit seeking researstitirtes to develop Generic Technolodyrequired

by promising industries. Promising industries doallso enjoy tax incentives, pursuant to Articlef8

the Statute for Upgrading Industries. In order tgpport industries deemed to Beémportant
Technology-Based Enterprisgsthe following steps were takeribhe, governmentdetermined the| _ - -
generic technologies to be developed for the releialustries reviewed and approve the required

budget and, enteed into contracts with non-profit research institutions eéxecute the require

~

research. Fourth, private companies might beedvib participate in the joint development of the
required technologies, or alternatively, followidgvelopment of the technology, might be offered the
technology at a market price. Fifth, the non-gradisearch institutions might sub-contract specific.
research tasks to private companies. Sixth, ifoifiate companies had the capacity to develop the
required technology by themselves, the authoritesld assist them in obtaining the necessary
finance, or could provide other assistance. Timep@mising industries specified in the six year
Development Plan were as follows: telecommunicatiomustry, information industry, consumer
electronics industry, semi-conductors industry, cjgien machinery and automation industry,
aerospace industry, advanced materials industegialpy chemicals and pharmaceuticals industry,
medical and health care industry and pollution mnbdustry. The eight key technologies to suppor
the development of the above-mentioned new and ipmogn industries are: optoelectronics,
information software, industrial automation, apglienaterials technology, advanced sensing
technology, bio-technology, resource developmedtearergy conservation.

110 In response to questions from members of thekWp Party concerning the incentives
allocated to the use of advanced technology and twnsistency with WTO obligations, the
representative of Chinese Taipei said that in &idipb the funding of research and development by
the MOEA, funds were also allocated for technolagyort or " Inward Technology Transfer
Subsidies applied to the purchase of automatiorpetgnt 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, differentdeedits applied.

111 Some members of the Working Party expressetinced concern regarding the assistance
granted for the purpose of developing th€op-Ten Emerging Industri€s.In their view, such
assistance included practices that constituted fimgabstitution and export subsidies and a wide
range of R&D funding. These members sought assesathat Chinese Taipei had included all such
assistance in its subsidy naotifications, emphagitiat such notifications would be without prejuaic
to the legal status of such assistance. The repta@sve of Chinese Taipei assured the concerned
members and the Working Party that (1) the topetmerging industries did not now, and would not
in the future, benefit from any measure meeting diedinition of a" prohibited subsidy under
Article 3 of the SCM Agreement, other than thoséfied, and (2) Chinese Taipei had notified all
domestic subsides that the top-ten emerging inidgsturrently benefitted from, namely, (i) R&D
grants provided under Article 10 bMeasures for Assistance in the Development of Neading
Products; (ii) low-interest loan granted under Article 2fitke SUI and (iii) tax credits granted under
SUl Article 6,7,8,9.

112  The representative of Chinese Taipei confirtiied the" Program for the Development of

Critical Components and Pdrtsvas nothing more than an illustrative list of theods/products

covered by Top Ten Emerging Industries and that Rnegram involves support or assistance
measures only under the "Measures for Assistan¢beirDevelopment of New Leading Products."
The Program ceased to be effective on 30 June 200th respect to low interest loans under Article
21 of the SUI, the representative of Chinese Tadoeifirmed that the loans that Chinese Taipei
maintained were not given to a specific enterprindustry or group of enterprises or industries
within the meaning of Article 2 of the SCM Agreenedid not require the purchase of domestically
produced goods or services, and did not constiuteincentive or inducement to purchase

[ R First, t J

fiHE&: relevant authority of
Chinese Taipei

fHEs: . Second, the Executiy
Yuan and the Legislative
Yuan would review

& . Third, the MOEA
would
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domestically produced goods or services over inggogoods or services. With respect to Article 6
tax credits, the representative of Chinese Taipgliadned that under Article 6 of the SUI, enterpsis
that purchased domestically produced automatiorhmery and equipment, includintautomatic
machine equipmerit, received a larger tax credit than if they purckhagsmported automation
machinery and equipment.

113  The representative of Chinese Taipei confirtfet Chinese Taipei would eliminate the
Article 6 tax credit differential upon accessiordamould not in the future reintroduce it or anyesth
tax credit differential that favours domesticallyoguced automation machinery and equipment,
including" automatic machine equipmeéhiThe Working Party took note of this commitment.

114  The representative of Chinese Taipei said ttiatExport/Import Bank (Ex-Imbank) was a
government owned bank which provided financing essdrance schemes. It provided secured loans
to export firms if the terms of sale provided papinterms of 181-360 days, in order to provide
working capital prior to payment. Interest accrugdsuch loans at the rate of 0.75 per cent above
LIBOR for US$ loans in August 1997. The bank gisovided deferred paymetiexport credit

with a duration of more than one year to exportergnporters 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 valiterest was charged at the rate of 6.5 - 7. 7S @et

for US$ loans. Meanwhile the Bank also providdiked rate re-lending facility to overseas banks to
enable the purchase of manufactured goods of Ghif@ipei origin, at the rate of 8 per cent, ané 8.2
per cent depending on maturity date. He addedthieaEx-Imbank provided an overseas investment
financing system which financed domestic firms ssgloverseas investments. That system did not
provide a more favourable interest rate than coroiakeloans from other banks. Financing by the
Ex-Imbank was not linked to or conditional upon estpperformance. The representative of Chinese
Taipei reiterated that no export subsidies werd fmexport enterprises.

115 Some members of the Working Party referredetaitito the aeronautics and space industry.
These members requested information concernindénenautics and Space Industries Development
Programme, asked whether private or government dveneerprises had received assistance from ,,the"[ fiHER: Ministry of Defence }
governmentand enquired about the use of industrial coopargirogrammes in this sector. In this
connection, a member of the Working Party noted @tanese Taipei had indicated thiatvould use - [ KR the Ministry of Defenc@

defence operating funds, technical personnel, technologyl aguipment facilities to assis,,t,,,,,{ B would use its J

government-owned and private enterprises in theldpment of research and the development and
the manufacturing of aeronautics and space produncisheir associated equipment. These members
indicated that there could be no exemption, traorst or otherwise from subsidies disciplines foya
sector or product such as the aeronautics and spdgstry. The representative of Chinese Taipei
said that the Aeronautics and Space Developmentr&€ai the Chung Shan Science Research
Institute, had entered into an agreement with thiwan Aerospace Corporation and the Industrial- { fifg: . )
Technology Research Institute for technology transflf a government entity purchased imported { JMEE: Ministry of Defens J
aeronautics and space products, the Committee Viatidn and Space Industry Development could
enter into a technology transfer agreement withpehalty clauses, known as dnndustrial
Co-operation Agreemeht If the foreign supplier entered such an agreé¢mire supplier was
required to provide a credit line in an amount édoaa percentage of the purchase price as a
commitment to technology transfer and the purchEsdomestic aeronautics and space products.
Private companies that purchased foreign aerorsaatid space products were encouraged to enter
into such" Industrial Co-operation Agreemehtsand if they did so were recommended to commercial
banks by the government of Chinese Taipei. If tldéy not enter such agreements, no such
recommendation was made, and decisions by the bahn&ther to accord loans to those companies
were taken by the banks.

116  The representative of Chinese Taipei statet] #saprovided for in Article 28, any such
measure falling within the scope of Article 3 0€tBCM Agreement granted or maintained within its
territory would be notified by Chinese Taipei. 8wgubsidies, with the exception of those provided
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under Article 12 of the Statute for Commodity Tauquld 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 yetas @hinese Taipei's accession to the WTO. The
Working Party took note of these commitments.

117  The representative of Chinese Taipei statetl thgon accession, Chinese Taipei would
provide a complete notification of all of its suties which were specific to an enterprise, industry
group thereof (within the meaning of Articles 1 @haf the SCM Agreement) in conformity with
Article 25 of the SCM Agreement. The Working Pardgk note of this commitment.

Technical Barriers to Trade

118 Inresponse to requests for information, wépect to the publication of the laws, regulations,
administrative orders and technical rules and stats] invitation of comments by the public, inquiry
points, consultation agencies and other agencisrezl under the Agreement, the representative of
Chinese Taipei said that, currently, only the Reatioh for the Establishment of National Standards
promulgated in September 1996 contained a provigtmat set forth the length of time for soliciting
comments. There were nine laws, regulations andhirastrative orders relevant to the

submitted to the WTO in due course.

119  The representative of Chinese Taipei added @ihese Taipei had formed g@ecia{/‘x’{mm national

committee to deal with and to coordinate all mattexiating 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 Wontdd€ Organization's Agreement on Technical
Barriers to Trade". With respect to the publicatiof the technical regulations, standards and
procedures for assessment of conformity, and toirthiéation of comments by the public, details

concerning the enquiry point and consultation agdahat were required to be involved under the

/‘_‘,{mﬁg:a

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

(ii) currently, only the Regulation for the Establiment 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 rulegt any,| - -
level of government that set forth the length ofdirequired for soliciting comments.

level or

HER: | either at the central

In principle, all government bodies would provideeasonable time period (generally \{mﬂﬁg; the local

60 days) for presentation comments.

120 In response to questions concerning the ragimtr and certification requirements for
imported pharmaceuticals, cosmetics and medicategvthe representative of Chinese Taipei said
that the requirements and approval standards ®iintiportation of pharmaceuticals, cosmetics and
medical devices did not exceed the requirementbealpip some advanced WTO members, and were
the same for imported and domestic goods.

121 The representative of Chinese Taipei statedré@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 notéhid commitment.

J
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122 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 procedurethe representative of Chinese Taipei replied tha
Chinese Taipei was reviewing its standards witheavvo bringing them into conformity with the
TBT Agreement and had decided to incorporate rmatiifbn procedures into the draft amendments to
its relevant laws.

123 The representative of Chinese Taipei also geaviexamples of particular differences
between its standards and ISO and IEC standardh, asi domestic electrical standards, Chinese
Taipei television broadcasting systems, the desigmaf industrial products, and the requirement of
"weight' certificates for all imports of automobiles. Haidthat Chinese Taipei was prepared to
comply with the Agreement on TBT but might needramsitional period for the rectification of laws
or practices which did not comply with the Agreemein response, some members of the Working
Party stated that they considered that a transitiperiod of general application was not appropriat

124 Following examination of Chinese Taipei's técahbarriers to trade regime, some members
of the Working Party stated that in addition toitgka commitment to apply the Agreement on
Technical Barriers to Trade from the date of adomsswithout recourse to a transitional period,
Chinese Taipei should commit itself to eliminate Hpecific problems members of the Working Party
had identified and which were listed below. Insthégard, some members of the Working Party
stated that, as a condition of its accession, GhinEaipei would be required to eliminate the
mandatory conformity assessment procedures andlagtds for imports that were not applied to
similar domestic goods and were not based on nelamernationally recognized criteria. Chinese
Taipei would be required to accept equivalent tlimdntry standards and regulations in particufar, i
the case of automobiles and heavy-duty vehiclescaraing the safety requirements (lightening,
specification of brakes, horns, emission standarub test procedures, fuel consumption, on board
diagnostic systems, evaporative requirements, ehaise). Whenever new standards were imposed
by Chinese Taipei, enough time would have to bearagilable for manufacturers to adapt their
products. Chinese Taipei would be required to dbarcarry-over testing for vehicles whose model
types were unchanged from one year to the nexidaich were identical in emission-related aspects
with the previous model-year vehicles as well aditamhal quality control testing when manufacturers
in-house test data were made available ChineseeiTaiquld be required to provide for a simplified
homologation for vehicles supplied in small volumasd to extend to CKD vehicles the same
acceptance of self certification for emissions gsliad to BU imports. The representative of Chines
Taipei said that because of the high density of,c&hinese Taipei had serious concerns over
pollution resulting from emissions. Furthermordyi@se Taipei's current practice was to accept the
results of tests carried out by the original canaofacturers according to the emission standardsyset
Chinese Taipei. New emission and noise standaste wnplemented with prior notice of three to
four years.

125 Some members of the Working Party also stated €hinese Taipei should ensure
compliance with requirements for publication of matory conformity assessment procedures and
standards and ensure the establishment of a recoedetiecomment period of 60 days prior to
finalization of such measures. Chinese Taipeikhalso eliminate from the date of its accessien i
requirements for performance testing of importegdiock. Chinese Taipei should also replace the
weight certificate system for automobiles with ariamobile safety certification system of general
application, which would take effect prior to ChseeTaipei's accession. It was also noted that the
current requirements for performance testing ofartgof livestock were inconsistent with Article22.

of the Agreement on Technical Barriers to Trade.hese members requested that all such
inconsistencies with the Agreement on TechnicalriBar to Trade be eliminated upon accession.
They also stated that Chinese Taipei should suhtsit statement on implementation and
administration of the Agreement on Technical Basriteo Trade to the Committee on Technical
Barriers to Trade at the time of accession.
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126 Some members of the Working Party further dt#tat Chinese Taipei should confirm that
all relevant laws relating to its technical regidas, standards, conformity assessment procedures,
and labelling, including product coverage, wouldaakministered by Chinese Taipei in conformity
with relevant international standards and guidslin€hinese Taipei should also undertake that the
controls applied in connection with technical redgwns, standards, conformity assessment
procedures, and labelling would be applied in 18 lavourable a manner for imported products than
for like domestic products. Such requirements khtwe administered in a manner which did not
unnecessarily impede trade or create barriers forired products, and should not be applied to
imported products in an arbitrary manner, in a wdnych discriminated between supplier countries
where the same conditions prevail, or as a disduisstriction on international trade.

126bis. Some Members noted with concern that Chineseeiaips considering adopting a technical
regulation to define whisky that would unnecesgatibcriminate against the exports of whiskies to
Chinese Taipei by some Members. The representafivehinese Taipei confirmed that Chinese
Taipei would ensure that its definition for whiskypuld take into account generally accepted criteria
for defining whisky, and would avoid restrictiveiteria that resulted in unjustifiable discriminatio
among products, and be consistent with the TBT &gent. The Working Party took note of this
commitment.

127 The representative of Chinese Taipei statet! @mnese Taipei would fully apply the
provisions of the Agreement on Technical Barrier3 tade 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

128 Some members of the Working Party asked wheligeregulations regarding sanitary and
phytosanitary measures including quarantine angeutfon provisions were published and readily
available to importers and exporters and whethesgahmeasures were based on sound scientific
evidence. They also asked whether Chinese Taipeidvaccept the sanitary and phytosanitary
measures of other economies which offered equivéderls of health protection. In this connection,
information was requested on certain provisionstltd Commodity Inspection Law and its
Implementation Rules concerning the inspectionngbarts, bilateral arrangements, inspection fees,
the inspection quantities and sample guantities snitary requirements obtaining products such as
coconut and palm oil, milk, fresh fruits, poulthovine 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 Foevention and Control of Infectious Animal
Diseases, the Plant Protection and QuarantinetheiQuarantine Requirements on the Importation of
Animal and Animal Products, the Quarantine Restmict on the Importation of Plants and Plant
Products, the Law Governing Food Sanitation, theguRgions Governing the Quarantine at
International Port, and the Quarantine RegulatmrCholera on Imported Fishery Products.

129 In response to questions whether Chinese Taigesi prepared to apply phytosanitary
standards in a transparent manner based on sicientiflence, the representative of Chinese Taipei
stated that in developing its standards Chinesperagferred to relevant international biologicatla
entomological publications. It also evaluated pihabability 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 tramspy in the future, when a regulation was
promulgated by the authority, it would be notifiexithe relevant associations and trading partners.
The representative of Chinese Taipei also provitkedWorking Party with detailed information on
various quarantine rules and import bans concertfiegfollowing products: rice and rice products,
sugar, wheat flour, meat and offal, fish, dairydarats, and fruits. The sanitary requirements dodf
stuffs were the same for imported and domestic gjoodDomestic goods were also subject to
inspection in order to maintain effective quaramtim certain instances. Goods found to be
contaminated with toxigeniwibrio choleraewere destroyed. The regulation on pesticide uesid
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tolerances had been developed ohpasitive listing principleé. The same tests applied equally to
domestic and imported goods. The CODEX standagtibys FAO/WHO were one of the references
used in determining the pesticide maximum residoetd. There were no procedures for the
recognition of foreign quarantine or other standam Chinese Taipei. Chinese Taipei was
endeavouring to modify standards so that they camiphith international standards, except where

geography or important technology considerationsessitated deviations from international

standards. He stated that even though all safepeiction requirements and standards applied gquall
to domestic goods, some phytosanitary requiremenkg applied to imported goods, when only

imported goods risked contamination by particulaedses and pests.

130 The representative of Chinese Taipei addedthieasanitary requirements for food were set
by the Law Governing Food Sanitation. The starslavet out in that law were developed with
reference to the CODEX standards set by the FAO/WH® setting sanitary standards, Chinese
Taipei used Codex standards with modificationsexessary, te allow a higher level of protection,

if there was a scientific justification, or othesgias set out in the relevant provisions of papigrd
through 8 of Article 5 of the Agreement on SPS. fdeher added that imported products were
subject to mandatory inspection by the Bureau aihfodity 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 certificatiossued by inspection and veterinary authoritiesesfain of its trading
partners. The determination and publication oéétibus animal diseases had been transferred from
the BCIQ to the Council of Agriculture. Chineseg& had determined that in addition to the List A
and List B animal diseases of the Office Intermalades Epizooties, the following were also among
the infectious animal diseases: Vesicular exantheengsipelas, Scabies, Bovine ephemeral fever
(Bovine influenza), Gas gangrene, Streptococcaltitisasinfectious pancreatic necrosis, Wirling
disease and Bacterial Kidney disease. The plasiis pa diseases referred to in the Enforcement
Rules concerned harmful organisms which were fuslghe mould, bacteria, viroids, phytoplasma,
parasitic plants, nematodes, insects, mites, nwd|uand invertebrates or vertebrates directly or
indirectly causing harmful effects to plants anainplproducts.

131  The representative of Chinese Taipei addedthieaimportation of fresh fruit was prohibited
from areas where infestations of mango seed wemsihgo weevil, Chinese citrus fly, peach fruit fly,
cucurbit fly or guava fruit fly had occurred. Fnefuit could only be imported from areas under
guarantine for Mediterranean fruit fly if the BCkpproved 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, Webtdian fruit fly, South American fruit fly or
Queensland fruit fly and lethal yellowing, kaincopisease, 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 intpdrwith a certificate stating that the fruit hazkh
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 prodwdsinistered by the Bureau of Standards. He
further added that the implementation of animal plagit quarantine regulations and measures carried
out by the Bureau of Commaodity Inspection and Quiima (BCIQ) has been transferred to the
Bureau of Animal and Plant Health Inspection & Guriine (BAPHIQ), Council of Agriculture, from

1 August 1998. In addition, the BCIQ has been dpegainder a new name, the "Bureau of Standards,
Metrology and Inspection" (BSMI), following reorgaation on 26 January 1999.

132 In response to the information presented byrépgesentative of Chinese Taipei on the
sanitary and phytosanitary regime, some membettsedVorking Party requested that Chinese Taipei
enter a commitment that in implementing the terfnthe 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 assessmenth@frisks involved; follow the notification
procedures of the SPS Agreement; not maintain asaneaunless based on sufficient scientific
evidence; ensure that existing international stedelavere applied when they exist; accept the
sanitary and phytosanitary measures of other WTOnbtgs as equivalent, even if these measures
differed from Chinese Taipei's measures or froms¢hosed by other Members trading in the same
product, upon demonstration that such measurese\athithe appropriate level of sanitary or
phytosanitary protection; and, ensure that sanaad phytosanitary measures were adapted to the
sanitary or phytosanitary characteristics of theaamcluding areas within a country or other pait
boundary, from which the product originated anevtich the product was destined. Some members
of the Working Party also requested that Chinesperaecognize exports as being from pest or
disease free areas and areas of low pest or dipeasaence.

133 Some members of the Working Party stated teat quarantine regulations applying to
air-freighted fresh fruit, whereby inspectors wbeing 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 dans with the trading partners that had indicated
they had problems with Chinese Taipei's SPS pranssi Some of the problems had been resolved,
and technical experts had discussed existing prable

134 Some members of the Working Party requestedCheese Taipei eliminate the following
practices from the date of its accession to the WAliout recourse to any transitional period:
quarantine controls applied to imported agriculturtammodities without adequate notification,
consultation, or a clear scientific basis for thegiplication; certificates nominally granted foratih
sanitation or quarantine reasons which were inrfager granted, and therefore actedi@$actobans

on importation; and the arbitrary denial of cectifion with no criteria being made available ta&s

to indicate under what conditions certificates &@nobtained, and no explanation being given for
non-approval of certification.

135 The representative of Chinese Taipei statedtiiegaban 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 requirementsildidoe allowed entry into Chinese Taipei from
the date of accession. The Working Party took nbthis commitment.

136 Some members of the Working Party raised varimncerns regarding Chinese Taipei's
practices with respect to application of SPS measuin their view, Chinese Taipei had, in the past
adopted SPS measures without providing notice efatttion and the criteria for its application to
traders and often bases quarantine areas on pblg@ographical regions, rather than scientifically
justified areas. In addition, Chinese Taipei hddtimes failed to base its SPS measures on
international guidelines or recommendations andihabme cases adopted and maintained measures
without sufficient scientific evidence. In partiay scientific risk assessments that take intmaet
assessment techniques developed by internatiogahi@ations had not been provided in some cases.

137  The representative of Chinese Taipei statet @dnese Taipei would fully apply the
provisions of the Agreement on Sanitary and Phytibay Measures from the date of its accession,
without recourse to any transitional period and Maddress the concerns raised by members. He
also stated that Chinese Taipei would, from the dditits accession, notify to the WTO all relevant
laws, decrees, regulations, and administrativegsliof general application relating to its sanitzng
phytosanitary measures, including product coverauy® relevant international standards, guidelines
and recommendations. The Working Party took nbteese commitments.
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Trade Related Investment Measures

138 Some members of the Working Party requesteatnradtion on the investment regime of
Chinese Taipei, in particular the local contenursgments prevailing in the automotive sector. 8om
members of the Working Party said that Chineseéiaipeded to notify its trade-related investment
measures such as the local content requirementaidtor vehicles and the mixing requirements in
force for coal and cement production, and speci$gtaedule for their elimination. In response the
representative of Chinese Taipei said that Chifegigei only maintained local content requirements
on automobiles and motorcycles. In the case oflsaméomobiles, at least 40 per cent of the motor
vehicle plus at least four items from a list otddn designated major items were required to be of
local manufacture. For large automobiles (3.5Qdahs), at least 37 per cent of the motor vehicle
plus at least three items from a list of fifteersigeated 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 requdoe of local manufacture. These local content
rules applied equally to domestic and foreign gmises. He added that a local content requirement
on government procurement of incinerators had ledieminated, but that a local content requirement
on electric locomotives remained. He noted thatwas an exception to national treatment permitted
under Article 1l of the GATT 1994, as these produwere not intended for commercial resale.

139 Some members of the Working Party said thah€d@ Taipei needed to notify its trade
related investment measures such as the mixingremgents in force for coal and cement production,
and specify a schedule for their elimination. Tapresentative 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 thished 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. This measaseeliminated in January 2001.

140 The representative of Chinese Taipei statedGhinese Taipei undertook to eliminate the
existing local content and sourcing requirementpliap to the production of automobiles and
motorcycles and the mixing requirement relatingh® use of coal upon accession to the WTO. The
Working Party took note of this commitment.

141 The representative of Chinese Taipei confirtied Chinese Taipei did not apply any other
measures inconsistent with the Agreement on Traelat®d Investment Measures and would not do
so in the future. The Working Party took noteto$ ttommitment.

State-Trading

142 Some members of the Working Party requestedGhanese Taipei provide information on
the State owned enterprises covered by Article XfIithe GATT, and the WTO Understanding on
the Interpretation of Article XVII, operating in @lese Taipei. At the request of members of the
Working Party, the representative of Chinese Tasppplied details of the State enterprises opeyatin
in the energy industry, the agriculture-fertilisedustry, the metals-mining industry, heavy indystr
the petrochemical industry, the paper manufactuiridgstry, and the tobacco products and alcoholic
beverages industry. He noted that the Taiwan Chisig Paper Corporation, the Tang Zong Iron
Works Co. Ltd, the Agricultural and Industri@interprise Co. Ltd, the Kao-Hsiung Ammonium

Sulphate Co. Ltd, and the Taiwan Tobacco and Winadgoly Board (TTWMB) previously owned /{W!Iﬁ*: a

Chinese Petroleum Corporation had enjoyed a mogdpamport crude oil and refined products 5ﬁdi{mﬁ: the central

to export refined products. Theport and expormonopoly of the Chinese Petroleum Corporation { fHE&: government entities

export sugar. All liquid ammonia imports were mpalised by the Taiwan Fertiliser Company, - {illl!lﬁ*' June 1996

)
)
)
)
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which also centrally administered purchase andssalgcept for imports of waste acid gas. The
Taiwan Fertilizer Company was privatised in Septemf999. The Taiwan Salt Industrial
Corporation held a monopoly to import salt, excémt imports of industrial salt used in the
production of alkali-chloro. It was expected todimlished by the end of June 2002. Taiwan Sugar
Corporation supplied all the alcohol requiremerftethe TTWMB. The representative of Chinese
Taipei asserted that neither Taiwan Power Comp&hina Steel Corporation (before it was
privatized) nor Aerospace Industrial Developmentgaation enjoyed import or export monopoly.
These enterprises did not enjoy any special traatinetheir trade or production activities. Prigat
traders could import alcohol and tobacco produstsguTTWMB as the nominal importer.

143 In response to further questions from some neesntif the Working Party, the representative
of Chinese Taipei said that the above-mentionete$taned enterprises were profit oriented and
operated on the basis of commercial consideratithgchases by State enterprises in principle were
made by public tender and the purchase decisiong Wwased upon such factors as qualities,
specifications, deliveries and prices. Non-comnaé¢réactors did not come into play. Area
restrictions applied to two neighbouring econontieat were the only instances where purchase
decisions could deviate from commercial consideratiwhen the amount of the procurement
involved exceeded US$600,000 had been abolishddJome 1997. These State enterprises imported
raw materials for products where production couketthe demand of the domestic market. The
reselling price of the imported products was deieechin the same way as for domestically produced
products. There was no discrimination against imspoThe purchasing decisions of Taiwan Power
Company and China Steel Corporation (before it pagatized) were also generally based upon
criteria such as quality, specification, delivendgrice. However, since the government of Chinese
Taipei was the largest shareholder in these emesrthe purchasing decisions were affected by the
government's economic and trade policies. Sormmabees noted that the State-enterprises were not
subject to the Fair Trade Law and asked how thigdche justified in light of Articles XVII and Ilbf

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

144 Some members of the Working Party referrechto status and operations of the publicly
owned retail stores which offered buyers betweep&Ocent 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 thecpublivned retail stores and access was not
restricted to members only. In response, the seprtative of Chinese Taipei said that there were 55
publicly owned retail stores in operation. Thetmes do not discriminate against imported products
and do not create obstacles to importation andilolision of imported products. The United
Cooperative Assaciation (UCA) was a private ertiiynmissioned by the government to supply daily
necessities to employees of the government andaédnal institutions. The rules governing the
negotiation practices contemplated the determinatib 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

privately owned stores used the public stores ascee of supply, which resulted in market
distortions. Some members of the Working Partp aksid that the UCA requirement that suppliers
not sell at lower prices to any store in the fremrkat appeared to be in conflict with the Fair Bad
Law. In addition, the operating practices of th€AJand the Military PX stores harmed both
manufacturers who were forced to sell at unreeéiflti low prices, and private retailers who were
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forced to compete with subsidised publicly-owneatest. Prices in the publicly-owned retail stores
were 15-30 per cent below retail levels, and in yreases manufacturers were forced to supply these
stores at below cost prices. The publicly-ownedifestores appeared to have up to 40 per cent of
market volume. This factor, combined with theiices, made it difficult for private retailers to
compete in the market place. These members coedidleat the publicly-owned retail stores should
be subject to the Fair Trade Law.

145  The representative of Chinese Taipei respotttitdhe UCA and the Military PXs were not
entirely exempted from the operation of the Faadi Law, and that the exemption was limited to the
organisation of the UCA because it fell within ttiefinition 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 furthdded that publicly owned businesses did not de
jure or de facto discriminate against imported prtgl 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 stemontrol the persons allowed to gain access to
the UCA and Military PX stores, the quantity of guats allowed to be purchased by the public
employees, establish and publish new procuremedtpaoduct listing guidelines which reflected
market dynamics, and establish a fairer pricergpgrocedure. 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, sup&atsaand discount stores in many cases offered
merchandise at the same or lower prices than thiohe Military PX stores. Because of the pricés o
private stores, the incidence of resale of prodymiechased at Military PX stores was almost
non-existent. In addition the Military PX Headqgwss had made rules to prohibit the resale of
products purchased in the Military PX stores. @oninig the purchasing decisions of the Military PX
stores, the representative of Chinese Taipei nbiggcheeds of military personnel and the conditibn
the market were examined. The decision to purchaseadvertised in newspapers. All suppliers,
whether importers of foreign goods or local manufeers 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 adrmative agency responsible for enforcing the Fair
Trade Law, had been monitoring very closely theirtess 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 storhs hweld themselves out as UCA stores in order to
deceive consumers. The Fair Trade Commissiond@abtl into the pricing practices of suppliers of
the UCA stores to see whether there was any alfuserket power by the UCA stores. As a result
of the Fair Trade Commission's investigation, thker Frade Commission launched a business
correction campaign requiring large-scale marketmgities including, among others, UCAs, to
eliminate as of 1 July 1995 the practice of impgsiontractual obligations on suppliers to offer the
most favorable pricing.

146 Some members of the Working Party stated théneSe Taipei must agree to additional
transparency in the operation of all of its Stadeling enterprises, particularly in the area of
agricultural products, e.g. by demonstrating thatkyups on State-traded imports do not discriminate
against imported goodgs-a-vis domestically-produced goods, and in the area pbexsubsidies.
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.

147  The representative of Chinese Taipei said thatfollowing State enterprises would be
notified as State-trading enterprises under Art¥\él for the purposes of the Understanding on the
Interpretation of Article XVII of the GATT 1994: Qtese Petroleum Corporation; Taiwan Sugar
Corporation; Taiwan Salt Industrial Corporation,iifan Tobacco and Wine Monopoly Bureau;

China Engraving and Printing Works; Council of Agiiture (rice imports); and Taiwan Provincial

Fruit Marketing Cooperative. The Working Partykawte of that commitment.
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148  The representative of Chinese Taipei statetl e TTWMB, which was owned and
managed by the Ministry of Finance, would also b&fied under Article XVII as long as it maintains
its current nominal import/distribution monopoly darother special privileges under law and
regulation in the distribution, or trade of toba@a alcohol products. The Working Party took note
of that commitment.

149  The representative of Chinese Taipei statetttigstatutory import/distribution monopoly
would be abolished with the implementation of nemrd establishing a tobacco and alcohol tax and
administration system. The representative of lernaipei also stated that some private trade ri
and sugar would be permitted as reflected in PafriAinnex | to the Draft Protocol of Accession. €Th
Working Party took note of these commitments.

150 The representative of Chinese Taipei statetl than accession to the WTO, import and
export procedures of state trading enterprises dvdug fully transparent and in compliance with the
WTO Agreement. In this regard, Chinese Taipei wWoglrovide complete information for any such
activities as required in WTO questionnaire G/STR/3n addition, to assist in monitoring
implementation of its commitments, Chinese Taipeuld provide, upon the request of a WTO
Member, specific information, which would be main& on a confidential basis and not disclosed to
the public, on all elements of particular impodrsactions by the following state trading entegwis
the Council of Agriculture (rice imports), the Taw Provincial Fruit Marketing Cooperative, the
Taiwan Tobacco and Wine Monopoly and the TaiwanaBugorporation, for so long as those
enterprises met the definition of state tradingegamises within the meaning of the WTO Agreement.
He further stated that such information would e all elements affecting the price, such as the
product, quality, grade, contract price, terms @fwéry, financing provisions, discounts, governinen
assistance, transportation, and insurance ratésnay exclude the name of the other party to the
transaction. The Working Party took note of thesmmitments.

151  The representative of Chinese Taipei statetlftimaall 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 @sésrpvould not afford protection in excess of the

tariff rate provided for imports listed in the Sdéesin Annex |, to Chinese Taipei's Draft Protocdl - - [ KR annexed

of Accession, plus fees and charges consistent Avithle VIII of the GATT. Imports in excess of

of Accession would not be reserved for state-owarestate-operated enterprises, and would be able
to be imported and distributed by private firmsl ather non-state-trading enterprises. He staizd t
state trading enterprises within the definitionAoficle XVII of the GATT 1994 would not be used as

a conduit for subsidized exports, nor would natifion of these enterprises under Article XVII
exempt them from other requirements under WTO Agsgds, 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, vabrecountry of origin of goods purchased.
Furthermore, Chinese Taipei would not export rio@arted under its minimum access commitment.
The Working Party took note of these commitments.

152  The representative of Chinese Taipei also tooleithat 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 otheresant Articles of GATT 1994, in particular with
Articles I, Il, 1lI, XI and XIIl. The Working Past took note of these commitments.

State Ownership and Privatization

153 Some members of the Working Party enquired heneBtate owned enterprises would be
privatized. The representative of Chinese Taipéd shat the policy was to privatize most State
owned enterprises. The statutory framework reqgumeémplement this policy was in place.
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154 In response to further requests for informatitve representative of Chinese Taipei stated
that information on the privatization of State owrenterprises could be obtained through the web
site of the Council for Economic Planning and Depehent. Since 1989, more than 50 offerings
(including CSC's two DR issues in 1992 and earl@719%epresenting 360 million shares and
203 million shares respectively), and several safesssets had been conducted. The sales of
government owned companies had yielded total pdsceénearly NT$ 400 billion, corresponding to
US$12.5 billion (based on 2000 data). Up to De@02@wenty-four of the targeted SOEs had been
successfully privatized, including, Chung Kuo Iremwe Co. Ltd. (CIC), China Petrochemical
Development Corporation (CPDC), BES EngineeringpOtion, China Steel Corporation (CSC),
Yang Ming Marine Transport Corporation (YMTC), Ligfied Petroleum Gas Supply Administration,
Yuan Rong Industrial Gas Co., Ltd, Chang Hwa ConomaéBank, First Commercial Bank, Hua Nan
Commercial Bank, Taiwan Business Bank, Taiwan &ird Marine Insurance Co. Ltd., Taiwan Life
Insurance Co., Ltd, Taiwan Navigation Co. Ltd., §&Bhan Ropery Factory, Taiwan Development &
Trust Corporation, Taiwan Fertilizer Company, Ttegrers’ Bank of China, Chiao Tung Bank, Bank
of Kaohsiung, Taipei Bank, Taipei City Governmerninfng House, Hsin Sheng Press Enterprise Co.,
Ltd., and Taiwan Motor Transport Co., Ltd. In adzh, 3 plants of the Taiwan Machinery
Manufacturing Corporation (TMMC) have been privatizy private placement. The details of the 24
privatized enterprises were as follows:

Privatized State-Owned Enterprises in Chinese Taipe

% Government
Company Date of Privatization Shareholding
(2000 data)

Chung Kuo Insurance Co. Ltd. 5 May 1994 30.60
China Petrochemical Development Co. 20 June 1994 .7315
BES Engineering Corporation 22 June 1994 0.00
China Steel Corporation 12 April 1995 40.52
Yang Ming Marine Transport Corporation 15 Februb®96 42.62
Liguefied Petroleum Gas Supply Administratior, 16rb4al1996 0.00
Yuan Rong Industrial Gas Co., Ltd 1 January 1998 .839
Chang Hwa Commercial Bank 1 January 1998| 23.38
First Commercial Bank 22 January 1998 36.31
Hua Nan Commercial Bank 22 January 1998 37.92
Taiwan Business Bank 22 January 1998 39.35
Taiwan Fire and Marine Insurance Co. Ltd. 22 Jan8e8 29.03
Taiwan Life Insurance Co. Ltd. 20 June 1998 28.92
Taiwan Navigation Co. Ltd. 30 June 1998 37.42
Kang Shan Ropery Factory 1 August 1998 0.00
Taiwan Development & Trust Corporation 8 Januar§99 34.06
Taiwan Fertilizer Company 1 September 1999 45.29
The Farmers' Bank of China 3 September 1994 45.29
Chiao Tung Bank 13 September 1999 33.08
Bank of Kao-Hsiung 27 September 1999 48.85
Taipei Bank 30 November 1999 44,55
Taipei City Government Printing House 31 Decemlifi®@ 0.00
Hsin Sheng Press Enterprise Co., Ltd. 31 Decemb@d 2 0.00
Taiwan Motor Transport Co., Ltd. 1 July 2001 0.00

Recent changes had made it easier for the sha®®B$ to be listed on the Taiwan Stock Exchange
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shares issued to employees of SOEs had been raighdeach employee now entitled to purchase
shares, equal in value up to 48 months' pay, idstéaust 24 months as before.

Privatization Timetable as of 2001

Date Schedule for Privatization
December 2001 Food Products Factory
December 2001 Kao-Hsiung Ammonium Sulphate Corpmrat
December 2001 Aerospace Industrial Development @atipn
December 2001 Central Reinsurance Corporation
December 2001 China Shipbuilding Corporation
December 2001 Tao-Yuan Furniture Factory
December 2001 Tang Zong lron Works Co. Ltd.
July 2002 Taiwan Salt Industrial Corporation
December 2002 Taiwan Railway Freight Co. Ltd.
December 2003 Chinese Petroleum Corporation
December 2003 Plastics Works
December 2003 Lung-Chi Chemical Plant
December 2003 Veterans Pharmaceutical Plant
June 2004 RSEA Engineering Corporation
June 2004 Taiwan Railway Administration
Undecided Chung Hsing Paper Corporation
Undecided Agricultural and Industrial Enterprise. Cl.
Undecided Chunghwa Telecom Co. Ltd.
Undecided Taiwan Machinery Manufacturing Corponatio

155 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.
He stated that his authorities would provide anmapbrts to WTO Members on developments in its

programme of privatization as long as it was instxice.

commitment.

Taiwan Tobacco and Wine Monopoly Bureau (TTWMB)

The Working Party took note of this

156 The representative of Chinese Taipei said tt&tprivatisation of the TTWMB was under

review independently of the tax reform plan.

Hewvided information concerning the calculation

methodology, and stated that the units used byeSkiiTaipei were 1000 sticks for cigarettes, aneklit

for alcohol. He explained that the prices of ddimesine and tobacco products were equal to the sum
of operating costs plus the Monopoly Tax.

157 With regard to tobacco products, some membietaeoWorking Party said that the future
operations of the TTWMB should provide equal oppaittes to all tobacco product exporters. The
representative of Chinese Taipei replied that ¥alhg the reforms the TTWMB would have no
regulatory function, nor a monopoly on the disttidu of tobacco and alcohol products. The TTWMB
would, pursuant to the Tobacco and Alcohol Admiaisbn Law, be restructured so that it would only
operate as a business venture. Within the governaie¢he Separate Customs Territory, the regujator
functions would be carried out by the Ministry ahénce. Moreover, the TTWMB would have no
influence upon the market access of tobacco exgortdée submitted to the Working Party the summary
of the Tobacco and Alcohol Reform Plan reproduceitiachment B to this Report.
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158 The representative of Chinese Taipei stateadiitva the date of accession, TTWMB would be
reformed to bring its operations in the area ofrimational 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 amdbdion 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 concemitobacco and alcoholic beverages and would
operate on a commercial basis subject to the saws, Iregulations, rules, decrees, directives,
administrative guidance, policies and measuresagtypé 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 basimted

in the Schedulem Annex Ito the Draft Protocol of Accession. The Workingti?@ook note of these

commitments. Y- — — — - — = = = = = & - - [ TiER: annexed

159 The representative of Chinese Taipei confirtted from the date of accession, TTWMB
would be a business operation without any reggldtonction. Within the government of the Separate
Customs Territory, the regulatory functions woulel ¢arried out by the Ministry of Finance. All
special or monopoly privileges granted to TTWMBtlie domestic distribution and international trade
of alcohol and tobacco products would be eliminagedd both domestic and foreign firms would be
eligible to participate in the distribution anddeaof these products on an equal basis, as noted be

and in the Schedulgas_Annex |to the Draft Protocol. The representative of @senTaipei further _ - [ KR annexed

stated that the reform of TTWMB would also inclutie gradual elimination of its monopoly on the
production of alcohol and tobacco products. Pradocof tobacco and alcohol products would be
opened to other domestic and foreign firms accgrthrthe following schedule:

Time Schedule | Category |
Stage 1 X brewed alcoholic beverages except beproeessed alcoholic beverages
(fruit), rice spirit
Stage 2 X+1 year cooking alcoholic beverages ldidtspirits, reprocessed alcoholic beverages
Stage 3 X+2 year beer, alcohol

Note: X = Accession Year

160 The representative of Chinese Taipei statetl dahg subsidies provided for the domestic
production of tobacco and grapes would be boundyeslially reduced as provided for in the Schedule
attached to the Draft Protocol of Accession. Athg producing tobacco or alcohol products in Céime
Taipei would have access on an equal basis to teghand domestic inputs, including any remaining
benefits from such subsidies, for their productiod processing activities consistent with the miovis

of the WTO. He added that Chinese Taipei wouldth@nimplementation 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 othiaigss,

six months in advance of the date when such deswitere liberalized, in order to provide new amsa
with the possibility of operating under the refopmogram from its inception. He further stated thiat
enterprises in Chinese Taipei that produce thesdupts would be subject to the same protection,
formalities, fees, and penalties under law, withregiard to their ownership or length of establishime
He stated that fees charged would not be excessiwenduly burdensome and that penalties for
violation of the Tobacco and Alcohol Tax and Adretration Laws would not exceed in severity the
penalties applied for similar violations in othecwrs. To ensure adequate transparency aftenrtefo
Chinese Taipei would provide WTO Members with ahmeports on the volumes of tobacco and
alcoholic products manufactured in Chinese Taipédi @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 standend customary accounting procedures, including
a fiscal balance sheet that reports on costs, ditpess, and revenues of TTWMB, and on its profits
and losses. Realizing that sales into the domesditet of large quantities of smuggled or counterfe
imports of alcohol and tobacco products undermi@bihese Taipei's market for legally marketed
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products, and wishing to discourage such activitiethe future, the representative of Chinese Taipe
confirmed that all contraband smuggled or couniteirffigports of alcohol and tobacco products seized
would be destroyed or otherwise disposed of, takitayaccount the practices of WTO Members in a
similar situation, and that Chinese Taipei woukktaadditional efforts to prevent such illegal impo

In this regard, Chinese Taipei would ensure thatate 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 thesentoitments.

Government Procurement

161 In response to questions concerning the ChinEsipei's procurement policies, the
representative of Chinese Taipei stated that tbeuPement Department of the Central Trust of Clanes
Taipei was a non-exclusive procurement agent faeigonent 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 organisation)ip and private enterprises.

162 In response to a series of questions from merddehe Working Party concerning tendering
requirements for government procurement contrabts,representative of Chinese Taipei said that
tender requirements set by the procurement ageweiesbased on factors such as performance, design,
international standards, domestic standards, eraete 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 contraetserder to avoid the tender threshold was sultgect
an administrative penalty. Chinese Taipei's temd#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 theeea why they did not win a contract. There was no
provision for an unsuccessful bidder to appealrea decision not to award a tender.

163 In response to questions the representativEhafese Taipei said that a bidder could be
required to submit a commitment to implement augtidll co-operation plan (ICP) to the amount of a
certain percentage of the contract price. Somebeeof the Working Party said that the increased u
of the requirement that tenderers agree to techgdlansfers was inconsistent with the Agreement on
Government Procurement.

164 Some members of the Working Party said thate&3lg Taipei should apply for and commence
negotiations on accession to the Agreement on @owent Procurement (AGP). The representative of
Chinese Taipei said that Chinese Taipei had cdyefubmined the request and had decided to acoede t
the Government Procurement Agreement. He added fmé@or to acceding to the Government
Procurement Agreement, Chinese Taipei would taédgessto improve the procedural aspects of the
current practices. The representative of Chinespel said that Chinese Taipei had prepared a draft
Government Procurement Law which would replaceetkisting procurement requirements set by the
various audit laws and regulations. The draft teok full account of the AGP requirements, inchgli
the establishment of a bid challenge procedure Géwvernment Procurement Law would take effect on
May 27, 1999. A Government Procurement Gazette wWwaimg officially published from

1 November 1996 after a ten-month long trial patilan. The ceiling limitation of 49 per cent fdret
acquisition of interests in existing constructiarmé had been abolished from 3 November 1995.
Foreign experience could be counted in the detetioim of qualification for Class A construction
company licenses. From 1 June 1997 the areact@&strin the procurement practices had also been
lifted. The issues of the industrial cooperatioogpam (ICP), and the limitation on foreign supdie
market access/lowering of the threshold were baééait with in the accession negotiations for thePAG
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165 Some members of the Working Party noted thgtieions were continuing regarding Chinese
Taipei's commitments regarding product coverageraptementation of procedures associated with the
procurement process. In particular, additionatitylavas required regarding procedures to address
disputes arising in the context of the procurenagalt contract performance process. The represantati
of Chinese Taipei noted that the contract perfomagmrocess did not fall within the coverage of any
WTO rules.

166 The representative of Chinese Taipei stateddhmese Taipei had notified the Committee on

Government Procurement of its intention to accedbde Agreement on Government Procurement and
had initiated negotiations to that end by the sgbion 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 WTQ, however, new government procurement laws
necessary to comply with the GPA were enacted piao€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 ws. laThe Working Party took note of these

commitments.

Agreement on Textiles and Clothing

167 The representative of Chinese Taipei statetl the quantitative restrictions on imports of
textiles and clothing products originating in Chiaelaipei 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 natified to the Textiles Monitoring 8o(TMB) as being the base levels for the purpose
of application of Article 2 of the Agreement on Tites and Clothing. The representative of Chinese
Taipei stated that for the purpose of Chinese Taipecession to the WTO, the phrasiay prior to the
date of entry into force of the WTO Agreemerbntained in Article 2.1 of the Agreement on Tiesti
and Clothing would be deemed to refer to the day po the date of accession of Chinese Taipdi¢o t
WTO. To these base levels the increase in groatts rprovided 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

168 Some members of the Working Party requestedniaition on the treatment of imports under
barter arrangements. The representative of Chifiegeei 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. rUhéeexisting bilateral arrangement, Korea was
provided with access to the local market in respéchpples (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 restoas on apples and quantity restrictions on nashrq
there would be no need to maintain this arrangemiigrt Chinese Taipei's accession to the WTO. The
barter trade arrangement had been terminated frortdber 1997.

169 In response to further questions concerninghase requirements, the representative of
Chinese Taipei said that no mandatory counter psetrequirements were imposed. The current
practice of encouraging the purchase of locally umfectured components was granted to foreign
investors who had exported substantial quantitiesomponents 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@amcement of the Government's appreciation for
increased export volume by particular supplierdie $cheme was not a subsidy program nor did it
impose any mandatory requirement to make locahases.
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Agricultural Policies

170 Some members of the Working Party noted thateSh Taipei had indicated that it did not
apply subsidies to exports of products, and aaughyl these members stated that Chinese Taipei
should agree to bind its export subsidies at zeiitsiSchedule 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 exptirteslurpluses of rice generated by artificiallyhhi
internal price supports sustained by an import drarcompetitive products. On average from 1990 to
1992, exports had represented some 10 per cembadfigiion and some 160,000 tons. These members
asked that Chinese Taipei explain how the diffezdmetween the price paid to producers and the expor
price was funded as well as the meaning of theessjimn "a comfortable rate of self sufficiencyiaet.
Information was also requested on total price stppxpenditures of Chinese Taipei and the use of
government assisted loans as provided in the StituAgricultural Development. Some members also
enquired whether the import ban on rice was ofreegg application and requested its elimination.

171 The representative of Chinese Taipei statedGhmese Taipei's policy was to liberalise the
agricultural sector. In response to questionsrapeesentative of Chinese Taipei indicated thapifice
support mechanisms operated to purchase agridytt@ducts from farmers at guaranteed prices, which
were set above the production cost of the prodinctesponse to further questions the represeptafiv
Chinese Taipei informed members of the Working yP#rat Chinese Taipei operated a system to
compensate farmers for damage caused by compsfitionimports of agricultural products. Relief
was accorded if producers of major agriculturaldpicis suffered serious injury as a result of the
liberalisation of imports due to trade negotiatiangolicy changes. If the quantity of such praduc
imported during the injury period had increased2Byper cent or more compared with a reference
period of the previous three years; or the impopeatiucts had been subsidised or had otherwise
benefited from unfair trade practices. Seriousrinjvas deemed to occur when the market price fell
below the cost of production. The sixteen prodedigible for relief under the Regulations were as
follows: citrus, apples, plums, peaches, guaveaaispevax apples, grapes, tea leaves, beef, pock, du
meat, bred shrimps, pineapples, chicken meat amscl In 1995, the legislation was amended to the
" Rules for Redressing Damage to Farmers Caused figultgral Imports: It broadened the eligible
products to all agricultural products. The repntstive 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 thécci#ation of Chinese Taipei's AMS calculations and
AMS reduction commitments according to the AgreentenAgriculture; measures taken for fishery
products would be consistent with subsidy rulesetsout in the SCM Agreement. The Working
Party took note of this commitment.

172 The representative of Chinese Taipei also dtdmni Information Concerning
Domestic Supporind Export Subsidiesin  documents WT/ACC/SPEC/TPKM/4/Rev.3  arld
WT/ACC/SPEC/TPKM/10/Rev.1.

173 In response to questions, the representativehofese Taipei noted that the AMS would be
scaled down consistent with the requirements ofAfi® Agreement on Agriculture, i.e., phase-downs
would be completed by the year 2000. The purpbsleeorice price support was to maintain a stable
food supply and to maintain farmers' income. Tige price support mechanism consisted of two
elements: planned purchase and supplementary parch@ihe purchase was made twice in a year
divided into two crops. Aged rice was exportegiates lower than the production costs due to the
lower quality when compared to new rice. The @duof Agriculture mandated the Central Trust to
auction off the rice with the base price takingiatcount the international rice price. The felaghts,
livestock farming business and aquaculture businesgkl apply to the Council of Agriculture through
the Feedstuff Association for the purchase of fiemel The price was set at 90 per cent of the egabe
price for imported maize at the time of purchaseggpayment. The difference between the guaranteed
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price paid to producers and the export price wasléd by the government budget. The guaranteed
purchase price was the only price support measuptoged by Chinese Taipei. Rice imports needed a
Consent Letter of the Council of Agriculture. Besa of overproduction consent letters were notrgive
and rice could not be imported. He added that emyb, corn and sorghum were eligible for crop
purchase under the Rice Production and RicefieldeerBification Programme. In addition, the
importation of soybeans, corn and sorghum had lieemrlised, and the duties for those products were
1.5 per cent, 1 per cent and 1 per cent, respéctivte also stated that Chinese Taipei would gafigu
reduce excess rice production. A proposal onimgmrts had been submitted to the Working Party in
documents WT/ACC/SPEC/TPKM/5/Corr.4, WT/ACC/SPEG{M?5/Rev.1 and Section 1B of the
Schedule of Concessions and Commitments on GooAsiriex | to the Draft Protocol of Accession
Chinese Taipei's standards for paddy, milled aod/brrice were provided to members of the Working
Party.

174 Some members of the Working Party expressetinoena concern about Chinese Taipei's
practice of auctioning central rice stocks for expoly. These members noted that only livesteadf
businesses had access to these stocks for domsstiand only at fixed prices. In the view of thes
members, this practice was an export subsidy.edpanse, the representative of Chinese Taipetstate
that in addition to livestock feed businessesslivek 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 represeetat Chinese Taipei stated that purchasers ef ric
from the central stock would not be required tocekhe purchased rice. Chinese Taipei also stated
that upon accession, anyone having the right ttetia rice in Chinese Taipei would have access to
aged rice from central stocks on the same ternesaaffto exporters, and that no further trade-based
restrictions would be imposed. The Working Paotykt note of these commitments.

175 The representative of Chinese Taipei statddlibeeban on imported rice would be lifted upon
Chinese Taipei's accession to the WTO. Chineseel@ipended to structure market access for rice
imports along the lines of Annex 5 of the AgreemamtAgriculture. The rice import quota would be
144,720 metric tons (calculated on a brown riceshas the first year after accession. Chinesegdiai
agreed to negotiate with interested WTO Membersnugexession as to whether there could be a
continuation of this special treatment beyond ttst fear after accession pursuant to Annex 5 ef th
Agreement on Agriculture and to conclude this niegiain no later than 12 months after accession.
With a view to maintaining a transparent rice imporangement, Chinese Taipei would consult with
any WTO Member upon request. The representativ€hifiese Taipei further stated that 1990-92
would be used as the base period in the calculatiaice imports and for any calculations under
paragraph 6 of Section A referred to above as B29@ras used concurrently as the base period in
tariff negotiations, as well as the calculations AMS and SSG trigger price. In response to furthe
requests for information on its proposed SSG systhemrepresentative of Chinese Taipei provided
members of the Working Party with a detailed degiom of the proposed program in document
WT/ACC/SPEC/TPKM/9/Rev.1.

176 In response to questions concerning exportsugar, tobacco leaves and bananas, the
representative of Chinese Taipei stated that Chifagpei's sugar exports fluctuated with changeisen
United States import quota allocated to ChinespéiaiAll exports of sugar were to the United State
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 farnasd contracts with farmers for processing the isuga
cane and sharing the sugar made from sugar caneeddvom such farmers. The sugar cane growers
could share 55 per cent of the sugar, which in ¢aid be purchased by Taiwan Sugar Corporation for
export or sale in the domestic market. The puelpgise 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 Staliiin Fund, if the sugar was to be exported.
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177 The representative of Chinese Taipei statetl the Sugar Stabilization Fund had been in
existence since 1966 for the purpose of stabiligingar export and farmers' income. The Fund oggbrat
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 exportajuaed price, payment to the farmers for the price
difference was made out of the Fund. Taiwan S@mporation, however, had to bear the price
difference all by itself. The export price had mémver than the export guaranteed price in regeats.
The price difference had been paid out of the Feowdributed by the price difference resulting frime
export price exceeding the export guaranteed pritee past. Sugar prices were of two types:voae

for sugar of general use, and the other was foarsuged for processing exported food products. The
domestic price for sugar of general use was s#tédiinistry 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 dorpestcin the first instance. When the productsewer
exported, the differences were settled Since 1198y, the Fund had stopped operating.

178 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. éWlthe 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 guaeghiprice, 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 thepgeaative for export. The prices for domestic sales

for export were determined according to the demamisupply. Generally, export prices were higher
than the domestic price. The representative oh€da Taipei also stated that soybeans, maize and
sorghum were purchased by the Provincial Food Biigad summer vegetables were mostly purchased
by the Taipei Agricultural Produce Marketing Conypam the basis of guaranteed minimum prices.
Guaranteed purchases of wine grapes and wheatgeadtiérminated in the first part of 1997 and 1995,
respectively.

179 Some members of the Working Party requestesssessment of the effect of the price support
programmes operated by Chinese Taipei on the etmortof Chinese Taipei's agricultural products. |
response, the representative of Chinese Taipdaedefiiat he did not consider that the price support
programme constituted a subsidy on exports..

180 The representative of Chinese Taipei statetl upan accession, in accordance with the
provisions of the Agreement on Agriculture, Chin@agei would eliminate all of its WTO-inconsistent
guantitative restrictions and bind all tariffs @pglon imports of agricultural products listed inrfex |

of the Agreement. Further, in accordance with dati3, Part Il of the Agreement on Agriculture,
Chinese Taipei would not provide export subsidres, support in favour of domestic producers, in

and confirmed that from the date of accession, atipweviously granted for the production of tolmcc {illl!lﬁ*: this protocol

and grapes would be calculated into AMS. The Wylarty took note of these commitments.

181 Chinese Taipei's commitments on agriculturdfsaon domestic support and export subsidies

for agricultural products were reproduced in theeBlule of Concessions and Commitmeniadnnex!| | - - [ KR of
to theDraft Protocol of Accession of Chinese Taipei to the WTibe Working Party took note of these {illl!lﬁ%: the

commitments.
VII. TRADERELATED INTELLECTUAL PROPERTY REGIME

182 Some members of the Working Party noted thezéant years, Chinese Taipei had introduced
a number of improvements to the protection of iattlial property rights and that Chinese Taipei was



WT/MIN(01)/4
Page 54

apparently ready to assume in full the obligatisesout in the WTO Agreement on TRIPS. In their
view the problems faced by Chinese Taipei in thisaarelated to enforcement rather than to the
intellectual property rights legislation itselfnfbrmation was requested with regard to the emtty i
force of the Patent Law, the Trademark Law, thedrated Circuit Protection Law and the Industrial
Design Law. Information was also requested onehkistence of bilateral agreements, the border
measures to combat counterfeiting, the procedymglicable to the infringement of intellectual prdye
rights, the protection accorded to pharmaceutivatntions, the protection accorded to geographical
indications and to appellations of origin for wirsesl spirits.

183 In response, the representative of Chineseeilsdid that the Action Plan to Comprehensively

for efforts to strengthen the protection of intefi@l property rights: (i) improving the relevdegal
framework; (ii) strengthening the relevant admimaigve organization; (iii) enhancing the enforceme
of the relevant laws and regulations; (iv) inciegseducation and promotion; (v) increasing the
capability to negotiate with other economies; $tiengthening investigation and research capasijiti
(vii) providing adjustment assistance to the indes concerned; and (vii) monitoring the
implementation of the plan. Some members of thekilg Party responded that they had noted
continued high levels of piracy of computer sofvar Chinese Taipei and export of pirated software
embodied in semiconductors. Members of the Worliagy expressed concern regarding the failure to
impose penalties, in particular administrative pt@sand seizure of infringing product and machine
predominately used to produce such products, giffito deter piracy.

184 The representative of Chinese Taipei statadritianuary 1999 Chinese Taipei had established
the Intellectual Property Office whose respongipilivas exclusively for dealing with intellectual
property matters.

Copyright and related rights

185 Concerning copyrights, the representative aié€de Taipei noted that according to Article 4 of
the Copyright Law, copyrights of economies or teries which have established reciprocity with
Chinese Taipei were protected by Chinese TaipedteEtion also extended to foreign works published
for the first time in the territory of Chinese Taipor foreign works which were published in Chimes
Taipei within thirty days of their first publicatian territories outside of Chinese Taipei. Chen&sipei
had revised the Copyright Law to meet the requirdm@f TRIPS. The main revision includes:
(a) amending the definitions for public broadcasid public performance; (b) giving explicit
protection for performers' performance; (c) detetprovisions 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 18tikeé Berne Convention. The Amendment had been
promulgated since 21 January 1998, and effectineesR3 January 1998, except the retroactive
protection provisions which would not take effentilChinese Taipei's accession to the WTO.

186 In response to a question concerning ChinegeiBacurrent protection for computer programs,
the representative of Chinese Taipei stgtdwat computer programs had been protectable 4886 - [ KR saic ]

under the Copyright Law. The protection term wayéars.

187  The representative dChinese Taipei committed th&thinese Taipei woulgimend relevant. -~ {illl!lﬁ%: also committed to J

Articles toprotect computer programs as literary works anextendthe term of protection to life plus

| fiHE&: this protective term life
plus 50 years or 50 years.

188  The representative of Chinese Taipei statetlithais opinion, the Copyright Law was in \\[ R this J

Law provisions to the Working Party. He said tGainese 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@oight Law; The Certain Amount in Item 2 and 3
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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 Paragrapidicle 47 of Copyright Law; Regulations
Governing Registration of Plate Rights; ImplementatRegulations for Suspension of Release of
Goods Infringing on Copyright or Plate Right by @umss Authorities; Regulations of Copyright
Dispute Mediation; Organic Charter of the Copyrigtamination and Mediation Committee of the
IPO, MOEA.

189 In response to the assertion by some membéne d¥orking Party that Chinese Taipei did not
appear to protect against the transmission ohigiing copyright material on its cable televisiotwiark,

the representative of Chinese Taipei indicated that Government Information Office (GIO) had
determined that a priority target was a crackdowrillegal cable television networks that transmditte
illegal copyrighted television programmes withoutherization. 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 LawdHaeen promulgated in 1993, the GIO had the
authority to impose fines on those cable TV netwovkhich transmitted copyrighted televisions
programmes without authorization, and refer caséiset prosecuting authorities.

190 The representative of Chinese Taipei also nthtatia bilateral agreement on protection of
copyright with the United States had taken efferl6 July 1993 and had been reinforced by a bihter
agreement regarding reciprocal treatment on therigyri rights 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 wadaravailable to the Working Party as well as the
Agreement Concerning the Protection and EnforceroBRights in Audiovisual Works between the
Coordination Council for North American Affairs arttie American Institute in Taiwan. The
representative of Chinese Taipei welcomed any dappity of entering into bilateral agreements on the
enforcement and recognition of intellectual propeghts with its other trading partners.

191 In this connection, the representative of Gién€aipei noted that Article 4 of the Copyright
Law provided that copyright protection for workeated outside Chinese Taipei could be granted on
the basis of reciprocity. The reciprocity requifedgranting protection to foreign copyrights abide
established by way of (i) a treaty or agreementu(iilateral action by other economies throughrthe
laws, regulations, or other legal instruments wigobvide protection to Chinese Taipei's copyrigbts,
(i) customary practices. Chinese Taipei wasimglito discuss with interested parties to find dually
accepted way to establish such reciprocity. Intadto the reciprocity established with the Udite
States, Chinese Taipei had decided to protect wamilginating in the United Kingdom; Hong Kong,

China; New Zealand; Macao, China; and Switzertanolugh unilateral administrative action following {W!EF 0
- % three

Trademarks

192 In response to questions, the representativehofese Taipei stated that Article 37(7) of the
Trademark Law was applied to provide protectionvi@l known foreign marks in accordance with
Article 6 bis of the Paris Convention, i.e. even when the gegele not similar to the goods in respect
of which a trademark was registered.

193 In response to further questions concerningthdemark Law and the statement by a member
of the Working Party that Chinese Taipei's Intéllat Property Office applied the standards for

trademark registration in a manner that was notsistent with the requirements of the TRIPS

Agreement, the representative of Chinese Taipeiiged details of the system of protection and the
respective time limits which, in his opinion, werasically consistent with the TRIPS Agreement. He
stated that the Intellectual Property Office hadently adopted several measures to facilitate the
examination process and to maintain consistentatistcs revealed that in Chinese Taipei applcesi
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for trademark registration filed by foreign appiitehad a consistently high approval rate. Cotiegrn
the question of geographic denominations of origiesconfirmed that the Trademark Law did not deal
with geographic denominations of origin. Howe\vkan application for a trademark was made and the
trademark could cause confusion as to the geograypigin of the marked goods, the application could
be rejected. If appellations of origin were usedrademarks their use would violate Article 37t
Law.

194 The representative of Chinese Taipei saidttieairademark Law, Articles 4, 5, 23, 25, 34, 37
and 61 had been amended to achieve:

0] to broaden the scope of reciprocal granting ofriiet of priority to cover the situation
where there was no formal agreement but the rifjptiority was granted to Chinese
Taipei's owner of trademark through practice;

(i) to include a combination of colours in the group iteins that were capable of
constituting a trademark so as to be consisteiht Auticle 15 of the TRIPS Agreement;
and

(i) to extend administrative protection to welndwn marks by providing that no
applications may be filed for registration of admark design which was identical
with or similar to another person's well-known sadhrk or mark and likely to cause

the public to form a mistaken bejief. This amendtrtead been passed in April 1997 - [ TER: .

and has come into force on 1 November 1998.

Geographic indications

195 On geographic indications, he noted that ctlyrethe 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's afisgeographic indications as trademarks caused
confusion to the general consumers as to the geloiged origin of the product concerned, the
Intellectual Property Office could on its initiagivor upon petition by interested parties turn dolan
application of trademark registration or canceldkisting registration, as the case may be, acugridi
Article 37, sub-paragraph 6 of the Trademark Ldfvappellations of origin were used as trademarks,
there would be a violation of Article 37, sub-pasgh 10 regarding indications of origin. The reletv
trademark application would be turned down or thgistration would be cancelled. Chinese Taipei
believed that the above protection should meetrégirement for the protection of geographical
indications and appellations of origin contemplatethe WTO TRIPS Agreement.

Patents

196 Concerning patents, the representative of Ghinkipei 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 ptiatedo the product no matter which process wasl use
in the manufacturing of the product. Paragraphf the same Article provided that if the patented
invention was a process, the patent protectionndei to the product using the process in the
manufacturing. However, if the product was subfecanother party's patent, the use of the process
invention required the consent of that other pafjre above rules applied to all inventions, intgigd
pharmaceutical inventions. The Patent Law, (asnde@ in 1994) provided statutory bars to an
invention patent in Article 21. Article 56 of tlenended Patent Law conferred on the patentee of a
patented article and patented manufacturing pratesexclusive rights to manufacture, sell, use or
import. Article 80 stipulates that where the prddowanufactured in accordance with a patented
manufacturing process was under a product patenteyt to others, the owner of such process patent
would not put his process invention into practi¢génaut the consent of the product patentee.
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197 In response to questions concerning whethemateutical 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 Taigiel that a patent was granted on the invention,
regardless of which process was used in the maougaof the goods. He said that the examining
authority could grant extensions of the time linfits the submission of supplementary information
supporting a patent application.

198 He added that the 1994 Patent Law, Article$2156, 57, 78, 79, 80, 82, 88, 91, 105, 109, 117
and 122 had been amended to achieve the follovibjegtives:

0] to delete the requirement of reciprocity in pest 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;

(i) to limit compulsory licensing in respect of mieconductor technology to public
non-commercial use or to remedying anti-competifivactice, so as to be consistent
with Article 31(c) of the TRIPS Agreement;

(iii) to provide patent owners and his/her excledigensees the right to request destruction
or other necessary disposition of the infringingdg raw materials or instruments
used, in connection with the infringement, so ama®t the requirement of Article 46
of the TRIPS Agreement which calls for giving thedigial authority to order
disposition outside the channels of commerce;

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

V) to provide for longer term of protection fordimstrial design, so as to meet the
minimum requirement of 10 years of the TRIPS Agreem

These amendments had been passed in April 199%amd enter into force at the time of accession.
Chinese Taipei also committed to amend Article @Bthe Patent Lavgo thatupon accessiopatents

issued prior to January 1994 thegrestill in effect would have a term of protection2§ years andl2
years as from the date of filing for the inventipsitents and new design patents respectively. The
Working Party took note of these commitments.

g% to extend the term of
protection from original 20
years and

Protection of undisclosed information

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

Enforcement

200 Concerning enforcement of intellectual propdatys, the representative of Chinese Taipei
noted that in addition to the administrative meesuo be taken by the Intellectual Property Offtbe,
Fair Trade Law and the Commodity Labelling Law afgovided 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 sorking. Violators could be fined up to one mitlio
NT Dollars. The fine had been raised to NT$25iamillas a result of the amended Fair Trade Law
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which had been promulgated on 3 February 1999.eltie Commodity Labelling Law, importers and
manufacturers were required to include informatigating 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 grievoffience, the violator may also be subject to such
disciplinary action as suspension or cessationusfigss operations. In addition, persons usirggfal
designations could be liable under Article 339haf €Criminal Code as having committed the offence of
forgery.

201 Concerning the enforcement of intellectual proyprights, the representative of Chinese Taipei
said that Chinese Taipei provided training concgrnintellectual property rights (intellectual progye
rights) to judges, prosecutors and other law eefoent officials. Newly appointed judges and
prosecutors could not practice until they had ceteol an eighteen month training programme which
included an introduction to intellectual properights. Additional training was provided to incumbe
public prosecutors. Chinese Taipei had also talteps to co-ordinate the relevant agencies in the
enforcement of intellectual property rights. TheblR Prosecutors' Office attached to the Chinese
Taipei High Court had conducted five seminars sihdely 1992 for representatives from government
agencies including Customs, the Government InfaomaDffice (GIO), the Board of Foreign Trade
(BOFT), and the Police Administratiofpecific public prosecutorsad been appointedo deal with - | Ji{g&: The Ministry of Justice

intellectual property rights infringement casgaublic prosecutorsvere directedo hghgleflhtiejlegtyak (MOJ) had also issued
property rights complaints expeditiously and tosgréor harsh sentences whenever the C|rcumsfanCes administrative directives
warranted. Judgements which appeared not to haletesrent effect would be appealed to the High'« appoint
Court. All prosecutorswere directedthat the discretiono commutg prison terms to fines should be: [ i s )
exercised very carefully in intellectual properights cases. * | fHE&: in the prosecutor's
‘ office
202 To facilitate the investigation of intellectugroperty rights infringement cases, d@\ \ & The MOJ had also
31 March 1993, the Public Prosecutor's Office Imdelgrated all intellectual property rights agendies ', | issued administrative
form a task force. In a letter of 20 August 1&95prosecutor$1ad been directetd investigate cases ' ' | directivestop

where Chinese Taipei residents infridgmpyrights inthe PRC If the result of the investigation ;net HER: The Ministry of Justic

\
R

the requirements under Article 251 of the CrimiRabcedure Code, prosecutors should prosecute the had directed to
case. Article 100 of the Copyright Law providedtthaprosecutor could initiate an investigation ahd
issue an indictment in the absence of a compldfré.complaint had initiated the investigationfidle .
100 also provided that the prosecutor could coetiwith the investigation or prosecution even if the
injured party withdrew the complaint. When a skavarrant and the seizure of goods was conS|dered
appropriate, prosecutors were reqmred to proceethly. In addition to the Copyrlght Laval W

m]ﬂﬁ* of commuting %
filEs: the MOJ had requeste ﬂi
)
)
)
)

g% mainland China

j
|
I
L
be exercised very carefully |n |nteIIectuaI proyertghts cr|m|nal cases. ,g,udges had also been\ %
L
|
'

Iﬁﬁ the MOJ had

fE%: The Judicial Yuan had
also encouraged

prosecutors had been designated to deal withentalll property rights cases. The Publlc Prosesfuto
Office attached to the Chinese Taipei High Coud leanducted several on-the-job seminars SlnCe

1 July 1992 for new and current prosecutors. Gheernment woulgcontinue to hold educational ' | #i§&: j J
seminars and courses for new and current prosscatut judges on a regular basis to keep t hem JHER: had established J

fiER: MOJ together with the

informed of the new developments relating to ietetlial property rights issues.
' w Judicial Yuan

203 To further deter the export of counterfeit catep software, the Board of Foreign Trade of the -
Ministry of Economic Affairs promulgated the Guinhels for Handling Cases Where the Export of Hﬂ!lﬁ%: will J
Products related to Computer Programs was Suspett€dpyright Infringement in 1996. In this

connection, the representative of Chinese Taip#tdhdhat in November 1992, export licensing

requirements were introduced for the following proid 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 ir&ard (only PC boards with semiconductor
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chips containing computer software); 9504.10.00T&@vision 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 Othdiclas for funfairs, table or parlour games
(palmtop electronic games containing computer soft)y 9504.90.90.00 Other articles for
funfairs, table or parlour games (cassettes fomugd electronic games); 9504.10.00.20
Cassettes for television video games; 8471.20.@Digifal automatic data processing machines
(containing in the same hosing at least a CPU arigdub unit, whether combined or not);
8471.92.20.10 Dot matrix printer; 8471.92.20.20€drggrinter; 8471.92.20.30 Daisy printer;
8471.92.20.90 Other printer; 8524.90.30.00 Recortigd processing system magnetic disks
(only disks containing computer software); 85220100 Other digital integrated circuits (used
in computers, printers or TV video games and caimtgi chips with computer software);
8542.19.90.00 Other monolithic integrated circitsed 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 safty.

204 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 toekmort permit, invoice and packaging list or other
export documents. The examinations were carri¢chbtandom with 30-50 per cent of such exports
being examined. All exports of an exporter who haen previously found to have exported intelldctua
property rights infringing products were subjectitgpection, whether or not these exports were
described as computer software. All exports susgdeof being counterfeit were seized, unless the
exporter could provide evidence to offset such isi®p The seized products would be confiscated
when the intellectual property rights right-holddtained 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 productsn response to further questions, the represeatativ
Chinese Taipei noted that CD, VCD, CD-ROM and DV@nufacturers in Chinese Taipei were

required to inscribe the source identification c¢8¢D) on all CDs, VCPsCD-ROMs and DVDs| - - [

manufactured. This measure was aimed to furthtar diee circulation of pirated CDs, VCDs, CD- -
ROMs and DVDs. Concerning patents and trademdringements, the representative of Chinese
Taipei stated that the Anti-Counterfeiting Comnati@CC) under the Ministry of Economic Affairs
worked closely with the Customs and the Prosecuiffice. The ACC had been designated as the
coordination agency to assist the effective opematif the export monitoring system. The ACC was
responsible for the enforcement of anti-countanfgiefforts involving trademark, patents and copiyti
The ACC directed the work of the intellectual pmdpeaights Enforcement Supervisory Task Force
since July 1989. The ACC was empowered to refgpestted counterfeiting cases directly to the Courts
for prosecution. Following conviction, the ACC @uequest the BOFT to impose punitive measures
according to the degree of seriousness of the adfehe BOFT could refuse to issue export permits
for a period of one year to the companies concerndd added that the inspection by the Customs
emphasized the examination of the product namedmmames, qualities, specifications, product serial
numbers, model numbers, countries of manufacteteweights etc. Trademark holders with sufficient
information could file a petition to the Court fiite provisional attachment of the counterfeit goods
inform the prosecutor. The Customs could onlyesélie goods when informed by the Court or the
trademark authority. If Customs suspicions wersed concerning the export of certain goods, it
would refer the matter to the ACC. There was rahsuechanism to deal with imported goods. He also
stated that consultations with the United Statesthmn protection for pharmaceuticals had been
concluded. On 7 July 1993, the Department of Hdat issued revised public notices regarding safet
monitoring which applied to all pharmaceuticalsaretiess of their origin.

{ gz
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205 In reply to questions concerning border measanel the seizure by the Customs of infringing
products, the representative of Chinese Taipeicatdd that in relation to patented goods, it was
necessary for the right holders to obtain a Caultiobefore any seizure could be made by the Cisstom
All infringements of intellectual property rightadhto be dealt with in the same manner as patgmsri
The only exception was Article 38s of the Copyright Law, which provided that rightldhers upon the
posting of an appropriate bond could petition thist6ms to seize imports reasonably suspected to be
infringing copies. The goods would be confiscatpdn a Court judgment confirming the infringement.
In response to questions concerning the seizuparnt$ imported into Chinese Taipei for the purpafse
being assembled into infringing goods which woutdelxported to a third country, the representatfve o
Chinese Taipei replied that Chinese Taipei had meweountered such a situation, but the goods could
be seized if a Court order was obtained.

206 Some members of the Working Party asked whetineradditional measures were planned in
order to combat the infringement of intellectuabgerty rights, taking into account that existing
measures did not appear to be having a sufficietercent 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-cotmteac These members expressed concern
regarding the failure to impose penalties, in paltir administrative penalties and seizure of igfirig
products and machinery used to produce such pmdudficient to deter piracy. The representatize
Chinese Taipei replied that Chinese Taipei haceidsun 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 updjng of the standards of protection, the appboatf

stiff administrative measures, the strengtheningiditial enforcement and the education of the ggne
public to respect intellectual property rights. Arer-agency Task Force had been established to
co-ordinate and supervise the enforcement of euilal property rights. Chinese Taipei was
determined to enjoy a reputation as a territory tbspected intellectual property rights.

207 The representative of Chinese Taipei noted tfdrts to ensure fully conformity with the
Agreement on TRIPS were ongoing. Amendments tolthdemark Law passed in April 1997 had
entered into force on 1 November 1998. The amentinte the Patent Law passed in April 1997 would
enter into force upon accession. The draft franmksvior the Integrated Circuits Layout ProtectiawlL

had been promulgated on 11 August 1995 and enitieedorce on 11 February 1996. Some members
of the Working Party expressed their appreciationtite representative of Chinese Taipei for the
information on efforts to implement the TRIPS Agnemt. 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.

208 Recognizing that sales into the domestic markstuggled or counterfeit imports of alcohol
and tobacco products undermine Chinese Taipei'kanfor legally marketed products, and wishing to
discourage such activities in the future, the regmeative of Chinese Taipei confirmed that all
contraband smuggled or counterfeit imports of abtaind tobacco products seized would be destroyed,
or otherwise disposed of, taking into account ttaefices of WTO Members in a similar situation, and
that Chinese Taipei would take additional effeotprevent such illegal imports. In this regartireése
Taipei would ensure that certain alcoholic bevelaggorts would be accompanied by a certificate of
origin similar to that issued by the regulatoryhawities in the country of origin in order to coniba
counterfeiting. The Working Party took note ofsaE@ommitments.

209 The representative of Chinese Taipei statetl @anese Taipei would fully apply the
provisions of the Agreement on TRIPS by the dataaafession, without recourse to any transitional
period. Chinese Taipei would furthermore ensuréhkeydate of accession:

(@) full protection of geographical indicationsdliding against trademarks which contain
or consist of such an indication), as well as ofl-4k@own marks (including the
enhanced protection pursuant to Article 16.2 anfl e TRIPS Agreement);
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(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 Lavedmply 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 tégements; and in particular,

(e) effective enforcement (including implementat@rthe special requirements related to
border measures).

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

210 Several members of the Working Party streséatl €hinese Taipei must undertake a
substantial package of initial commitments in ien&es Schedule with minimum exceptions from
MFN treatment. Chinese Taipei engaged in marketsgcnegotiations on services with members of the
WTO. The results of those negotiations are reprediun Part Il of Annex | to the Draft Protocol of
Accession. The representative of Chinese Taipedegigthat Chinese Taipei would schedule its best

that an enquiry point would be established asefitite of accession. wo {m@: mandated

211  The representative of Chinese Taipei confirnieat MOTC would license additional \\{ilﬂ!lﬁ%: begun

facilities-based operators effective from July 200dnd, consistent with Chinese Taipei's {W!EEZ in Genev:

 J

commitments under the GATS, there would be no $itiwhs on the numbers of licenses after Chinese
Taipei becomes a member of the WTO. In addition, TM@Owould deregulate international voice
simple resale service from July 2001. From thakfimarket access to services-based competition
would be fully open. The Working Party took notetoése commitments.

212 Some members of the Working Party welcomed €3ainTaipei's commitment to permit
attorneys of foreign legal affairs (AFLA) to estiabl a partnership with or employ a lawyer licensed
in Chinese Taipei upon Chinese Taipei's accessidhd WTO. They also noted that Chinese Taipei
would grant AFLA status to all foreign lawyers wivere employed in Chinese Taipei by the date of
Chinese Taipei's accession and who complete a eao-gmployment period, in accordance with the
"Regulation Concerning Chinese Taipei Lawyers' Egmplent of Foreigners and Administration
thereof. The cooperative arrangements betweenire&h Taipei lawyer and an AFLA would not
constitute a violation of provision of Article 50 the Lawyers' Law.
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IX. TRANSPARENCY

213 Some members of the Working Party noted thatlArX of the GATT 1994 required that all
laws, regulations, judicial decisions and admiaiste rulings relating to trade be published prdyngo
that governments and traders could become acqdaiite them. Similarly, Article Ill of the GATS
required prompt publication (at the latest by theetof entry into force - except in emergency gitwes)

of all relevant measures of general applicationctvipertain to or affect the operation of the GATS
Agreement. These members also noted that tramspambligations arose from Article 63 of the
TRIPS Agreement. They also requested that sucts, laegulations, judicial decisions and
administrative rulings relating to trade be systiiztaily and immediately translated into a WTO afic
language.

214 Some Working Party members emphasized the tempzer of prior notice of laws, regulations
and other measures affecting trade in goods, ssnand 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 sofrtbteoWTO Agreements expressly provided for
such a notice and prior comment process and urdwdes€: Taipei to extend the coverage of this
process to all measures related to the WTO.

~{ mEg: shall be

215  The representative of Chinese Taipei statedtha following lawswould be among those -
repealed, amended or newly made by the date ofsioreto the WTO for the purpose of putting into
effect Chinese Taipei's accession commitments:

- Foreign Trade Act

- The Commodity Inspection Law

- The Trademark Law

- The Patent Law

- 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 fhareign 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 DepartmeniNational 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 Expraitessing Zones

- Statute for Agriculture Development

- Food Management Law
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- Statute for Inspection Procedure Governing ContnudVorks and Procurement and
Disposal of Properties by Government Agencies

- Statute for Vocational Assistance for Retired Ssnvien

- Law for the Administration of State-owned Entergsis

- Government Procurement Law

216  Anillustrative listof the amendments thabuld be introduced to some of the above-mentigr{ed/ { Mg summary

laws was reproduced in Attachment D to this Repdfhe representative of Chinese Taipei further { TES: wil

stated that Chinese Taipei would ensure that floendate of accession, all laws, regulations, jadlici
decisions and administrative rulings relating sm& would be published promptly so that governments
and traders could become acquainted with them.Winking Party took note of these commitments.

217  The representative of Chinese Taipei furthegedtthat 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 wellv@sasures subject to the transparency provisiotiseof
GATS and TRIPS Agreement would be translated atdighed in an official WTO language no later
than 90 days after enactment or issuance. Suckumsawould, however, be published in the official
language of Chinese Taipei prior to the date suehsores were to be implemented or enforced except
in cases of extreme emergency publication woulddme on an expedited basis thereafter. In regpect
enquiry points required to be established under WiED Agreement or théDraft Protocol, the |
representative of Chinese Taipei stated that Chiffespei would establish or designate an enquiry
point where, upon request of any individual or gnise, all information relating to the measures
required to be published may be obtained. Repdiesnquiries for information would generally be
provided within 30 calendar days after receipt ofequest. In exceptional cases, replies may be
provided within 45 calendar days after receipt akquest. Replies would be complete and would
represent the authoritative view of Chinese Taiféie Working Party took note of these commitments.

218  The representative of Chinese Taipei notedetkistence 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 traammystem for adopting laws, regulations and other
measures.

219  The representative of Chinese Taipei statedifian accession, Chinese Taipei, would provide,
except in cases of extreme emergency, a perioadpropriate authorities, including those of other
WTO members, to comment on all laws, regulatiorts@her measures pertaining to or affecting trade
in goods, services, or TRIPS of at least 60 caleddgs before such measures were implemented.  If
prior comment was not possible in such cases ofrggney, comments would be accepted and
considered immediately after implementation. Tharkig Party took note of these commitments.

Notifications

220  The representative of Chinese Taipei saidtitiealatest upon entry to force of theaft Protocol

of Accession, Chinese Taipei would submit all nicdifions (other than those required to be madenon a
ad hoc basis) required by any Agreement constgytiert of the WTO Agreement. Any regulations
subsequently enacted by Chinese Taipei which g#feeteo the laws enacted to implement any
Agreement constituting part of the WTO Agreemenuldaalso conform to the requirements of that
Agreement. The Working Party took note of thesamitments.

X. OTHER TRADE AGREEMENTS

221 In response to questions from some memberhieofMorking Party, the representative of
Chinese Taipei stated that Chinese Taipei was pattg to any trade agreement which provided fer th
granting of preferences to trade in goods andiwicsss.
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Agreement on Trade in Civil Aircraft

222 In response to questions concerning the aaresggctor, 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 aubsidies specifically for the aerospace industry
Some members of the Working Party said that a mmoded sophisticated economy such as Chinese
Taipei, which was also a major participant in thabglization of the world's aeronautics and space
industry, should accept the Agreement on Tradeiwl &ircraft 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 ingusitie acceptance by Chinese Taipei of the
Agreement on Trade in Civil Aircraft was a prerexijei to accession to the WTO.

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

XI. CONCLUSONS

224  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 sgematters which are reproduced in paragraphs %2,
19, 21, 22, 36, 37, 39, 40, 44, 45, 50, 55, 6166669, 71, 72, 73, 78, 80, 82, 84, 86, 89, 9%, 123,
116, 117, 121, 1286s, 127, 135, 137, 140, 141, 147, 148, 149, 150, 152, 155, 158, 160, 166, 167,
171, 174, 180, 181, 187, 198, 207, 208, 209, 214, 217, 219 and 220 of this Report and noted that
these commitments had been incorporated in the Brafocol of Accession

225 Having carried out the examination of the fgmeirade regime of Chinese Taipei and in the

light of the explanations, assurances and commisrginen by the Chinese Taipei representatives, the
Working Party reached the conclusion that Chineapél be invited to accede to the Marrakesh

Agreement Establishing the World Trade Organizatianthe terms set out in the draft Protocol of

Accession reproduced in the Appendix to this Reuetuding the Annexes thereof.
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APPENDIX

ACCESSION OF THE SEPARATE CUSTOMS TERRITORY

OF TAIWAN, PENGHU, KINMEN AND MATSU

Draft Decision of [... November 2001]

[The Ministerial Conference,

Having regard toparagraph 2 of Article Xll and paragraph 1 of AlgiIX of the Marrakesh
Agreement Establishing the World Trade Organizatenmd the Decision-Making Procedures und

Articles IX and XlI of the Marrakesh Agreement Hsishing the World Trade Organization agre¢d

by the General Council (WT/L/93),

Taking noteof the application of the Separate Customs Teyritd Taiwan, Penghu, Kinmer
and Matsu for accession to the Marrakesh Agreerstrblishing the World Trade Organizatid
dated 7 December 1995,

Noting the results of the negotiations directed toward éstablishment of the terms (¢
accession of the Separate Customs Territory of diajwwenghu, Kinmen and Matsu to the Marrake
Agreement Establishing the World Trade Organizatsord having prepared a Protocol on t
Accession of the Separate Customs Territory of @&aiw Penghu, Kinmen and Mats|

(WT/ACC/...]...),

Decidesas follows:

The Separate Customs Territory of Taiwan, Penffimmen and Matsu may accede to t
Marrakesh Agreement Establishing the World Tradega®@ization on the terms an
conditions set out in the Protocol annexed to Br@sision.]

er

>

=
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TAIWAN, PENGHU, KINMEN AND MATSU TO THE MARRAKESH AGREEMENT
ESTABLISHING THE WORLD TRADE ORGANIZATION

The World Trade Organization (hereinafter refeteeds thé' WTO"), pursuant to the approval
of the General Council of the WTO accorded undeticler XII of the Marrakesh Agreement
Establishing the World Trade Organization (herderafeferred to as theWTO Agreemerit), and the
Separate Customs Territory of Taiwan, Penghu, Kmaral Matsu (hereinafter referred td'&hinese
Taipel'),

Taking noteof the Report of the Working Party on the AccessibChinese Taipei to the WTO
Agreement reproduced in document WT/ACC/TPKM/18eda........ (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 Xl of thagr@ement and thereby becomes a Member of the
WTO.

2. The WTO Agreement to which Chinese Taipei acestiall be the WTO Agreement, including

the Explanatory Notes to that Agreement, as redifamended or otherwise modified by such legal
instruments as may have entered into force bef@edate of entry into force of this Protocol. This
Protocol, which shall include the commitments neférto in paragraph 224 of the Working Party
Report, shall be an integral part of the WTO Agreptn

3. Except as otherwise provided for in paragrapi@ ©6 the Working Party Report, those
obligations in the Multilateral Trade Agreementsnexed to the WTO Agreement that are to be
implemented over a period of time starting with #wry into force of that Agreement shall be
implemented by Chinese Taipei as if it had accefitatdAgreement on the date of its entry into force

4. The Special Exchange Agreement between the WALOCAinese Taipei reproduced in Annex
Il to this Draft Protocol forms an integral parttbis Draft Protocol.

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

6. Chinese Taipei may maintain a measure inconsigti¢h paragraph 1 of Article Il of the GATS
provided that such a measure was recorded in ghefliArticle Il Exemptions annexed to this Draft
Protocol and meets the conditions of the Annek¢oGATS on Article Il Exemptions.

PART Il - SCHEDULES

7. The Schedules reproduced in Annex | to this tDiRbtocol shall become the Schedule of
Concessions and Commitments annexed to the GeAgmralement on Tariffs and Trade 1994
(hereinafter referred to as th&ATT 1994') and the Schedule of Specific Commitments annéxed
the General Agreement on Trade in Services (hdtemngeferred to a8 GATS') relating to Chinese

- {iEx: ACCESSION OF THE

SEPARATE CUSTOMS
TERRITORY .

OF TAIWAN, PENGHU,
KINMEN AND MATSU .

Draft Decision.

[The General Councl!,

. Having regardo the results
of the negotiations directed
towards the establishment off
the terms of accession of the
Separate Customs Territory
Taiwan, Penghu, Kinmen an
Matsu (hereinafter referred tc
as" Chinese Taip&)) to the
Marrakesh Agreement
Establishing the World Trade
Organisation and having
prepared a Draft Protocol for
the Accession of Chinese
Taipei,.

. Decidesin accordance with
Article XII of the Marrakesh
Agreement Establishing the
World Trade Organization,
that Chinese Taipei may
accede to the Marrakesh
Agreement Establishing the
World Trade Organization or
the terms set out in the Draft
Protocol for the Accession of]
Chinese Taipei.]

of
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Taipei. The staging of the concessions and comenitsnlisted in the Schedules shall be implemented
as specified in the relevant parts of the respe@shedules.

8. For the purpose of the reference in paragraphdi(Article Il of the GATT 1994 to the date of
that Agreement, the applicable date in respectef $chedules of Concessions and Commitments
annexed to this Draft Protocol shall be the daentdy into force of this Draft Protocol.

PART IIl - FINAL PROVISIONS

9. This Draft Protocol shall be open for acceptabgesignature or otherwise, by Chinese Taipei
until 31 March 2002.

10. This Draft Protocol shall enter into force b thirtieth day following the day upon which it
shall have been accepted by Chinese Taipei.

11. This Draft Protocol shall be deposited with tBéector-General of the WTO. The
Director-General of the WTO shall promptly furnighcertified copy of this Draft Protocol and a
notification of acceptance by Chinese Taipei tleemirsuant to paragraph 9 to each Member of the
WTO and to Chinese Taipei.

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

Done at [... ] this [date] day of [month] two thamsl and one ....., in a single copy in the
English, French and Spanish languages, each texg &ethentic, except that a Schedule annexedderet
may specify that it its authentic in only one aésh languages.
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ANNEX |

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

Part | - Goods
Document WT/ACC/TPKM/18/Add.1

Part Il - Services
Document WT/ACC/TPKM/18/Add.2
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ANNEX I

SPECIAL EXCHANGE AGREEMENT
BETWEEN
THE SEPARATE CUSTOMS TERRITORY OF
TAIWAN, PENGHU, KINMEN AND MATSU
AND
THE WORLD TRADE ORGANIZATION
(HEREINAFTER REFERRED TO AS THEWTOQO")

Whereasparagraph 6 of Article XV of the General Agreememnt Tariffs and Trade 1994
(hereinafter referred to as the General Agreen@d) provides that any WTO Member which was not
a member of the International Monetary Fund (hefeen referred to as thd=und') shall, within a time
to be determined by the WTO after consultation vifite Fund, become a member of the Fund, or,
failing that, enter into a special exchange agre¢mith the WTO;

Whereasparagraph 7 of the said Article provides that ssjghcial exchange agreement shall
provide to the satisfaction of the WTO that thg¢eotive of the General Agreement 1994 will not be
frustrated as a result of action in exchange nwmatigrthe Member in question, and taking into actoun
that the terms of such an agreement shall not iempbgations inconsistent with those imposed fey th
Fund;

Whereasthe Separate Customs Territory of Taiwan, Penlfimmen and Matsu (hereinafter
referred to a8 Chinese Taipé&i) desires to accede to the Marrakesh Agreemenblissting the World
Trade Organization (hereinafter referred to as"tWTO Agreemernit) in pursuance of Article Xl
thereof;

The World Trade Organization
and

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

Hereby agree as follows
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ARTICLE |

Orderly Exchange Arrangements

1. Chinese Taipei shall collaborate with the WTO ptmmote 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 elindmabf restrictions on the making of international
payments and transfers within the multilateral@ystand to promote international trade and invastme

2. Recognizing that the essential purpose of tharriational monetary system is to provide a
framework that facilitates the exchange of goodsyises, and capital among countries, and thatshelp
sustain non-inflationary economic growth, Chinessp@&i undertakes to assure orderly exchange
arrangements and to promote a stable system ofegeltrates. In particular, Chinese Taipei shall:

0} Endeavour to direct its economic and finanqgmlicies toward the objective of
fostering sustained, non-inflationary economic gtowith macroeconomic stability;

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

(iii) Avoid manipulating exchange rates or theeimm@ational 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 tireertakings under this Article.

ARTICLE Il

Avoidance of Restrictions on Current Payments anttipde Currency Practices

1. Chinese Taipei shall not, without the approvahe WTO, impose restrictions on the making
of payments and transfers related to current a¢dmamsactions.

2. Chinese Taipei shall not engage in, nor pertsit Nlinistry 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 currencarmf Member or Chinese Taipei and which
are contrary to the exchange control regulationghaf 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 palagraf Article XV of the General Agreement 1994
or this Special Exchange Agreement, shall be umesddble in the territories of Chinese Taipei athie
territories of any Member.

ARTICLE 1l

Controls of Capital Transfers

1. Chinese Taipei undertakes that it shall seekid the imposition of capital controls to address
balance-of-payments and macroeconomic objectiveewever, Chinese Taipei may exercise such
controls as are necessary to regulate internatioagltal 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 mamhieh will restrict payments for current transang

or which will unduly delay transfers of funds irtteement of commitments.
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2. Chinese Taipei undertakes that measures affecaipital flows will be in accordance with this
Special Exchange Agreement, the General Agreen®&dt, hnd the WTO Agreement.
3. If Chinese Taipei institutes new capital cortrol tightens existing capital controls, it shall
immediately after instituting or tightening suchtrols consult with the WTO.
ARTICLE IV
Restrictions on Payments - General
1. In the event that Chinese Taipei, with the apgrof the WTO, as provided in Article Il, or

consistent with consultations with the WTO, as mted in Article lll, as the case may be, imposes a
measure to restrict payments and transfers fornbedaf-payments and macroeconomic stability
purposes, it shall:

(a) initiate good faith consultations with the W80 economic adjustment measures to address the
fundamental underlying economic problems giving tsthe measures; and

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

2. A measure adopted or maintained under Articte this Special Exchange Agreement shall:
@) avoid unnecessary damage to the commerciahogdo or financial interests of another
Member;

(b) be temporary and be phased out within a clegrbcified time-frame;
(c) be the least burdensome type of action avaijabl

(d) be consistent with this Special Exchange Agem#nmand the economic policies adopted
pursuant to paragraph 1(b) of this Article; and

(e) be applied on a most-favoured-nation treatrnasis.

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

2 of this Article.

ARTICLE V

Furnishing of Information

1. Chinese Taipei shall furnish the WTO with sudfoimation 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.

2. Chinese Taipei shall be under no obligatiorutaish information in such detail that the affairs
of individuals or corporations are disclosed. @b Taipei undertakes, however, to furnish theetbsi
+information in as detailed and accurate a mans\& practicable.

ARTICLE VI
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Miscellaneous Provisions

1. For purposes of this Special Exchange Agreemtrd, term "Payments for current
transactions means payments which are not for the purposeantferring 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 exgbhanatters 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 Taipeie ¢o the Fund, including, without limitation, the

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

4. The Understanding on Rules and Procedures Gagdime Settlement of Disputes of the WTO
shall apply to disputes arising under this Agreemen

5. This Agreement shall enter into force on theedatt entry into force of the Protocol of
Accession of Chinese Taipei to the WTO.
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ATTACHMENT A

Price Controls List
S The tariff items subject to price controls andrthstification and legal basis are as follows: | ‘ i
1. Price Controls Mandated by Law: Electricity 3ualt;
2. Price Controls to Implement Specific PolicieSugar; agricultural policy to stabilize farmers'
income and production cost;
3. Price controls on other necessities: Natural gaandated by th&Statute for Monitoring

Private Enterprises Operating Public Utilitiesprice to be determined by the Public Utility Rate
Commission . | [ Mg of the Executive Yuan]

0} Electricity: The legal basis for price cavls was the Electricity Law;

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

(iii) Sugar. The legal basis for price contrdl tbe sugar sold by the Taiwan Sugar
Corporation was théManagerial Strategy for Sugar and Future Sugar thipegimé
published by the Ministry of Economic Affairs;

(iv) Natural gas: The HS number is 2711.21.0Gwe Tegal basis for price control was the
Statute for Monitoring Private Enterprises Opegffublic Utilities.
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ATTACHMENT B

Revised Summary of the Tobacco and Alcohol Refdian BJune 2001)

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

Tobacco and Alcohol Taxes

The TTWMB reform plan includes a classificationtabacco products and alcoholic beverages
for the purposes of internal taxes (tobacco andhalctaxes). Tobacco products are classified into
cigarettes, pipe tobacco, cigars, and others. Eligarare subject to specific tax of 590 NT dolfzes
1,000 sticks; pipe tobacco, cigars, and othersargect to specific tax of 590 NT dollars per kilmg.

Alcohol products are classified into brewed aldishbeverages (including beer and other
brewed alcoholic beverages), distilled alcohol bages (including whisky, brandy, rum, gin, and
vodka), reprocessed alcohol beverages, rice Wikie Chiu" ), 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 eded to imported and domestic products. The
setting of the rates of tariffs and taxes has tak@maccount the current monopoly tax level, Uaugu
Round" zero for zerb offers, and the practices of comparable econowfitee WTO members. The
tariff rates will be incorporated into Chinese T&p 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 tyranged between the manufacturers and
tobacco farmers by contracts. Production of cigesetill not be open to the private sector withirot
years after the reform.

In terms of the production of alcohol productg thanufacturing of machinery and equipment
for alcohol and tobacco production, printing oflgenarks, and packaging paper are not regulatduxin t
Tobacco and Alcohol Administration Law. Productimialcohol 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/nfacre of wine upon the date of the
implementation of the new system; liberalizatiorspifrits production will be effected one year aftes
implementation of the new system. It is the intamf Chinese Taipei to attain full liberalizatieithin
two years.

Any person wishing to engage in the productionaleiohol and tobacco products will be
required to obtain permission from the authority.

After the implementation of the new system, tobaemd alcohol manufacturers legally
established will be permitted to import alcohol aablacco products in bulk for repackaging, provided
however, such manufacturers shall have authorizdtam the original manufacturers of the imported
products and shall be able to produce the relaextificates of origin.

In addition, tobacco and alcohol manufacturers nuaytract out or accept contract
manufacturing, subject to the approval of the cdemeauthority.
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In the importation of alcohol and tobacco produatficense is required for an importer of the
products; the license bearer can not have pricordeof tax default or criminal offence within a
prescribed time. Chinese Taipei has incorporatedcas related to the distribution of tobacco and
alcohol products in its draft schedule of speafimmitments on trade in services.

The legal and regulatory framework for productemd distribution of alcohol and tobacco
products will not impose particular restrictionforeign firms engaging in related commercial atitei
The time table and rules for liberalizing the pratthn/manufacture of particular tobacco and alcohol
products will apply equally to foreign as well aswiestic private firms.

Labelling requirement with respect to tobacco afwbhol products is stipulated under the
Tobacco and Alcohol Administration Law. All alcotmloducts will be required to be labelled with the
warning" excessive drinking endangers hedlth.

Product inspection will be governed by the stadslastablished by the health authority and
administered by that authority accordingly.

Advertising and promotion for tobacco productssubject to the Tobacco Hazards Prevention
Act (promulgated 19 March 1997). Chinese Taipei thaa large extent lifted restrictions and allowed
advertising of beer, wine and other alcohol bevesaon 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, subjeciveser to regulation in relation to the content and
timing of the advertising. All advertising regutaii 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 promoiekidg; cause harm to adolescents, pregnant
women's mental or physical well-beings; includegéat, exaggerated, or false facts or misleading
contents; and any other situations prohibited bycttmpetent authority through public notice.

Trading order will be maintained according to Far Trade Law and other relevant laws and
regulations.

Contraband

Chinese Taipei has incorporated penal provisiant® the draft Tobacco and Alcohol
Administration Law to serve the legal basis for amted efforts to protect against smuggled and
counterfeit products. The alcohol and tobacco aditnation agency will be given the authority torgar
out inspection on the business operations of maturirs 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 fortilemuggling Law and Statute for Interception by
the Customs, and other relevant laws and reguldtlader the new administration system, contraband
and counterfeit products will be destroyed or atlise disposed of, taking into account the inteameti
practices.

Any violation of the Tobacco and Alcohol Admingtion Law will be subject to administrative
or criminal penalties, depending on the type doseness of the violation.
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ATTACHMENT C

The Consolidated List of Commodities Subject topdm Restrictions and Commodities
Entrusted to Customs for Import Examination, Jug@71Edition, has been deposited with the WTO
Secretariat (Accessions Division, Room 1126).
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ATTACHMENT D

lllustrative List of Law Amendments

Title of Law Background of Amendment

Foreign Trade Act Article 6:
The amendment is to remove previous authorizatiotake trade]
restrictive measures when encountering bilaterbhlemces of tradeg
The new version changes the condition for takinghsaction to
imbalance in international payments.

Article 18
The amendment deletes the words "drastic or largdéscribing the]
amount of increase in imports as a condition tdiaitei domestic
safeguard action. This is to follow the use ofglaage in the|
Safeguard Agreement.

The amendment also provides a legal basis for tileodty to set
rules to initiate safeguard action as contemplatéde Agreement or
Textiles and Clothing.

Article 20.1

This is a new addition to the Law which is intendedprovide the
legal basis for the authority to regulate the prigmsent inspectior
activities of firms mandated by foreign governments also gives
binding effects of the decisions of dispute resotutpanel of the
WTO Preshipment Inspection Agreement on the privadeties
concerned, namely, the preshipment inspection coyn@and the

exporter.
The Commodity Inspection Law The amendment exeisiseachieve the following three objectives
0) to incorporate international standards in themdstic

standard-setting process, so as to ensure that stioniespection
standards follow international trends, the inspectegime meets th
requirements of the TBT Agreement,

(i) to accord national treatment to foreign proum terms of
application of simplified procedures and exemptiohich were
previously available only to domestic products,

(i)  to accept and recognize foreign inspectiortifieates in order
to be in line with the spirit of the TBT Agreemepgurticularly that
calling for mutual recognition.

i

The Trademark Law The amendments to this Law are to achieve theWoilp objectives:
0) to broaden the scope of reciprocal grantingthef right of
priority to cover the situation where the ther@asformal agreemen
but the right of priority is granted to Chinese peas owner of
trademark through practice,

(i) to include combination of colours in the groapitems that
are capable of constituting a trademark so as tedosistent with
Article 15 of the TRIPS Agreement,

(i)  to extend administrative protection to welhdwn marks by
providing that no applications may be filed for istgtion of a
trademark design which is identical with or simiilaranother person
well-known trademark or mark and likely to cause plublic to form al
mistaken belief.

T
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Title of Law

Background of Amendment

The Patent Law

The amendments to this Law are to achieve thewoilp objectives:
0) to delete the requirement of reciprocity inpest of the
granting of patents for micro-organisms, extensioh patent
protection terms and the granting of exclusive irhgghts so as to bg
consistent with Articles 3 and 4 of the TRIPS Agneet,

(i) to limit compulsory licensing in respect of meconductor
technology to public non-commercial use or to reyived anti-
competitive practice, so as to be consistent witticié 31(c) of the
TRIPS Agreement,

(i)  to provide patent owners and his/her exclaslicensees thg
right to request destruction or other necessarpoditon of the
infringing goods, raw materials or instruments uysedconnection
with the infringement, so as to meet the requiramérrticle 46 of
the TRIPS Agreement which calls for giving the giali authority to
order disposition outside the channels of commerce,

(iv) to provide for shifting the burden of proof iespect off
process patents as required by Article 34 of thiBRAgreement,

(v) to provide for longer term of protection fodimstrial design,
SO0 as to meet the minimum requirement of 10 yeathe TRIPS
Agreement.

(vi) to extend the term of protection for patergsued prior to
January 1994 that are still in effect upon accaessid®0 years and 12
years as from the date of filing for invention pageand new desigf
patents respectively.

Company Law

The amendment is to delete the reciprocity requérgmfor
recognition of foreign companies and public offgriof foreign
companies' shares and corporate bonds so asitcChiliese Taipei'y
commitments under the GATS.

Customs Law

This set of amendments is to achieve the folloveibigctives:

0) to provide a legal basis for application of iffequotas
negotiated by Chinese Taipei as substitution meastar existing
restrictions,

(i) to provide for a duty of secrecy on customgspenel in
respect of information submitted for assessmeimpbrt duties, so a:
to meet the requirement of Article 10 of the Agreetnon Customg
Valuation,

(i) to provide a legal basis for the establishinehthe rules of
origin and the authority to require the submissibthe certificates of
origin,

(iv) to revise the customs valuation rules accgdio the
Agreement on Customs Valuation,

(v) to delete the provisions that limit the drawlbaaf import
duties to imports of machinery by certain high-temhimportant
companies whose products are solely for export,

(vi) to revise the provision relating to determioatof normal

value for purposes of anti-dumping administrationas to make i
consistent with Article 2 of the Anti-dumping Agreent.
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Title of Law

Background of Amendment

Statute for Commodity Tax

The amendments are to achieve the following oljesti

0) to delete rules relating to tobacco and alcgitobucts as this
part of the Law will be replaced by the new Tobaand Alcohol Tax
Law, a separate body of law,

(i) to delete allowance for deduction of 12 pentceromotion
expenses in the calculation of tax base, when gaxlsot circulated
through exclusive distributors, as a reflection Giinese Taipei's
accession commitment,

(i)  to exclude harbour construction dues from thg base for
commodity tax.

(iv) to reduce the tax levied on motor vehiclesweitdisplacemen|
over 2001 cubic centimetres from 35% to 30% withirears after the
implementation of this Statute.

(v) to eliminate the tax deduction provided to nfaoturers of
automobiles and motorcycles using domestically ld@esl and
designed parts.

Business Tax Law

The amendments are to exclude harbour construdties from the|
tax base of the business tax and to require tlkabtisiness tax bag
shall include tobacco and alcohol tax as providettié new Tobacc
and Alcohol Tax Law.

D

The Securities and Exchange Law

Article 54: This amendment is to delete the requést that the
certain business personnel of securities firms WbéneSe Taipei
residents.

Article 95: This amendment is to delete the liniiatthat only one|
stock exchange can be established in one geogahphia,

Article 128: This amendment is to delete the litita that only
Chinese Taipei residents can be shareholders wfck exchange in
company form.

The Certified Public Accountants Law

The amendment is to delete the reciprocity requergrfor foreigners
to take the examination and be qualified as cedifipublic
accountants in Chinese Taipei.

Commercial Port Law

To eliminate harbour construction dues, which waged on ad
valorem basis, and collect harbour service feecbareinter alia, thg
gross register tonnage of vessels entering theobarthe weight off
cargo loaded and unloaded in the harbour, and timber of
departing passengers in order to be consistent Aviible 8 of the
GATT 1994.

Lawyers' Law

This set of amendments is directed:

0) to provide a statutory basis for allowing Cliae Taipei
lawyers to hire foreigners to work as consultaniegal assistants,
(i) to delete the reciprocity requirement for figreers to take the
bar examination and become qualified to practiciee3te Taipei law,
(i)  to provide the statutory basis and qualifioatstandards fo
allowing foreign lawyers to practice the laws aditthome countrieg
and international law in Chinese Taipei.

Architects' Law

The amendment is to delete the reciprocity requergrfor foreigners
to take the architects' examination and becomefigaato practice in
Chinese Taipei.

Statute Governing Privileges and
Immunities of the Foreign Missions

and their Personnel in Chinese Taip€

This addition to the Law is to extend privilegesl dmmunities to
WTO related personnel for purposes of Article 8tleé Marrakesh

i Agreement Establishing the World Trade Organization
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Title of Law

Background of Amendment

Law of Pharmaceutical Affairs

This amendment is to lift the restriction on andwvme rules for
regulating repackaging of imported pharmace uticad pcts.

Law Governing Food Sanitation

The amendment is to provide the labelling of fooddpcts with an|
option to use the date of manufacture or the exgatg as a code fd
product identification.

The Publication Law

This law was repealed on 25idan1999.

Central Bank Act

The amendment is to replace current limitationareign liabilities of
banks operating in Chinese Taipei with reserveirements.

Banking Law

This amendment is to compliment the amendment t€lAr23 of the
Central Bank Act in respect of the authority in thesting of the
deposit reserve ratio and reserves for other lieisil

Copyright Law

The amendments to this Law are to achieve thewoilp objectives:

1) To amend the definitions for public broadcast aablic
performance;

2) To provide computer programs with the same lefel
protection as that of literary works;

3) To include explicit protection for performances;

4) To revise the provisions regarding the ownersiiipiorks

created in the course of employment or under cosians These
revisions are aimed at reducing tension which hawésted
between the employers and employees under thawld |

5) To revise the provisions regarding the morahtrigf
integrity in order to accommodate the use and k&Et@n of works;
6) To expand the subject matter of works protedigdhe
public display rights;

7) To delete provisions mandating the competertaity to
set the minimum prices for the transfer of econonights of
works and the royalties for the use of such wofltes change is
made because that market mechanism should be alldwe
determine these prices;

8) To delete provisions concerning compulsory lggnfor
translations in accordance with TRIPS and the B&m@avention;
9) To amend provisions regarding compulsory medzdn

licensing for musical works. This is based on tlieai of
promoting the circulation of musical works;

10) To abolish the copyright registration system;

11) To afford a life plus 50 years or 50 years teofn
retroactive protection for works not protected prio Chinese
Taipei's accession to the WTO.

Copyright Intermediary Organization
Act

The new legislation is to promote and to facilitake use of
copyrighted works by the general public throughlestablished
professional copyright intermediary organization&llowing
examples from international practices.
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Background of Amendment

Statute for Establishment and
Management of Economic
Processing Zone

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

1) To replace the original policy objective of edpmriented
by international trade promotion;

2) To expand the scope and depth of business wiftkizone,
including trade, consultation, R&D and technical/&es;

3) To encourage investments by the eliminationestrictions
on establishing businesses within the zone;

4) To increase administrative efficiency within thene by

simplifying the customs clearance process, comgisteth the
Negative List provided by Article 11 of the Foreigrade Act;

5) To delete the provision which excludes duty dragk on
imported machinery sold to in-zone enterprisesitmgsf located in
areas where tariff is leviable in order to elimsahe possible
tendency to encourage purchase of locally-prodowszhinery;

6) To eliminate the local sale restriction;

7) To provide that the customs duties levied on pheducts
produced in this zone and sold in the local maskedl be based or
ex-factory prices minus value added attributabkii®zone.

Tobacco and Alcohol Administration
Law

Following the tobacco and alcohol reform plan, tiesv Law is to
provide legislative mandate to the administratiuéherities for the
opening-up of the tobacco and alcohol products. réve Law aims
to achieve the following:

1) To provide a legal basis for the authoritiegdgulate the
manufacture and the distribution of tobacco andredtproducts;

2) To provide definitions of tobacco and alcohadarcts;

3) To forestall international trade disputes byvpreing the
prevalence of counterfeit products and ensuringabéished
standards are implemented and enforced in the mmetoné of
tobacco and alcohol products;

4) To protect national health interests by inclgdneasures
such as guidelines on labelling tobacco and alcphadiucts and
regulations on advertisements.

Statute Governing the Organization
of National Treasury, Ministry of
Finance

The amendments of this Statute reflect the admerist
modifications made with the reform of the tobacaa alcohol
monopoly. A department will be added to the curgganizational
structure to implement administrative requiremesstablished in the
new Tobacco and Alcohol Administration Law.

Tobacco and Alcohol Tax Law

The new legislation is to achieve the following:

1) To provide definitions of tobacco and alcohbl/erages;
2) To establish a new tax system in light of thierma of the
tobacco and alcohol monopoly to facilitate taxextibn;

3) To establish tax collection procedures to fatéi the

enforcement of the new tax regime.

Food Management Law

«The amendment to this Law had been made to_impie@kinese

Taipei's commitment on lifting the rice import bapon accession|
to the WTO, and to provide a legal basis for ctitecmark-up.

Customs Import Tariff and
Classification of Import & Export
Commodities

It is amended in accordance with the Schedule ot€ssions of the
Separate Customs Territory of Taiwan, Penghu, Kimame Matsu
as annexed to this Working Party Report.

1 {iE&: The amendments to th

Law are to minimize the price
differential between domesti
and imported goods. Japan s
"mark-up" approach to
imports of cereal, rice and
processed rice products will
be adopted, consistent with
Article 4(2) of the WTO
Agreement on Agriculture.

)
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Statute for Agriculture Development

The amendments to this Statute are to achievelibeving:
1) To introduce competitive pricing system by dafgt
"uniform pricing" for exported agricultural prodscto complement

the enforcement of the Fair Trade Law and open-etafk

mechanisms;
2) To expand the Statute to include special safegy
provisions consistent with the WTO Agreement oniégture;

3) To introduce measures to prevent the monopwizatf the
market.

a

Statute Governing the Organization
of the Public Construction
Commission

The amendments to this Statute reflect the retsiredt and
expanded responsibilities of the Public Constracf&ommission.
1) To establish a committee within the Commissmmandle

complaints by suppliers on government procuremeajegts

2) To establish an information office within ther@mission as
a centralized information system on public condionc and

government procurement projects;

3) To provide technical assistance and support tiero
government agencies in matters relating to govemhpr@curement.

Statute for Inspection Procedure
Governing Properties by
Government Agencies

The statute was repealed on 4 June 1999 as therruat
Procurement Law took effect on 27 May 1999.

Government Procurement Law

To mandate governmentiment procedures to be consistent
with the rules of WTO Government Procurement Agrestm
To institute dispute settlement procedure in theed of
government procurements.
Government Procurement Law took effect on 27 Me8919

Fair Trade Law

The amendment is to achieve the following objestive

1) To increase the pecuniary burden on persongtedprises
that violate the Fair Trade Law.

2) To enhance the Commission's ability to imposerem
significant fines on enterprises that do not compijn Commission
directives and dispositions.

3) To conform with the principle of "disposing cag@rough
administrative channels before resorting to théjabtisystem”.
Article 41

With respect to enterprises that violate the piomss of this Law,
the Fair Trade Commission may specify a time pewddin which
the enterprise is required to cease or rectifycasduct or within
which it must adopt corrective measures; in additibe Fair Trade
Commission may impose a fine of between fifty trames and
twenty-five million NT Dollars. If within the spei@d time-period
the enterprise fails to cease or rectify its cohdur to take
corrective measures, the Fair Trade Commission casinue to
specify a time period within which the requireccease or rectify its
conduct or within which it must adopt correctiveaseres, and may
impose successive fines of between one hundredahduand fifty
million NT Dollars until the acts in question ceas are rectified or
until the corrective measures are adopted.

The Statute for the Establishment
and Administration of a Science-
Based Industrial Park

To delete the provision which excludes duty drawlmat machinery
sold in this zone in order to eliminate the podigitnf encouraging

park-based enterprises to purchase locally-prodonzethinery.

- [ g% . Executive Yuan
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Telecommunication Act To relax the percentage ifm equity ownership of local
telecommunication business for direct and indi@gtstment in
accordance with the commitments made in the SeBébedule.

Law for the Administration of State | To eliminate the preferential treatment on procereinof locally-
Owned Enterprises produced material and equipment by state ownedeiges.
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Company

Date of
Privatization

% Government
Shareholding
(1998 data)

Chung Kuo Insurance Co. Ltd., MOF 5 May1994 30.66
China Petrochemical Development Co., MOEA 20 JusAt1l 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 Redby 1996 43.53
Liquefied 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 22udry 1998 30.05
Taiwan Navigation Co. Ltd., TPG 20 June 1998 39.08
Taiwan Life Insurance Co. Ltd., TPG 30 June 1998 .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 Communicagon

VAC = Veteran Affairs Council

TPG = Taiwan Provincial Government

Recent changes had made it easier for the shail®®B§ to be listed on the Taiwan Stock

Exchange and the OTC market. In addition, the ityighares issued to employees of SOEs

had been raised, with each employee now entitlgulitohase shares equal in value up to 48

months' pay, instead of just 24 months as befditee timetable for the next 5 years involved

the privatization of 36 SOEs, together with the rcaltion of legislation needed to pave the

way for the privatization process.

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 Eptisse Co. Ltd.
*Taiwan Film Culture Co. Ltd.,
*Taiwan Bookstore
June 1999 MOF Chiao Tung Bank




Date Authority Company
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

TCG = Taipei City Government

KCG = Kao-Hsiung City Government

TPG = Taiwan Provincial Government

*Behind the privatization timetable and the prodesill incomplete




