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UNDERSTANDING CONCERNING BILATERAL NEGOTIATIONS ON
THE WTO ACCESSION OF THE SEPARATE CUSTOMS TERRITORY OF
TAIWAN, PENGHU, KINMEN AND MATSU (CHINESE TAIPED
AND THE UNITED STATES

Delegations representing the Separate Customs Territory of Taiwan, Penghu. Kinmen and
Matsu (Chinese Taipei) and the United States have held a series of bilateral consultations in the
context of negotiations on the terms and conditions of Chinese Taipei’s accession to the World
Trade Organization (WTQO). These consultations have focused primarily on Chinese Taipei's
schedules on industrial and agricultural tariffs and services. as well as specific bilateral market
access issues. These extensive consultations have resulted in the following undersiandings:

Services Issues

Telecommunications:

[n its GATS schedule, Chinese Taipei has limited the percentage of eguity. direct and
indirect, that a non-Chinese Taipei person may hold in Chung Hwa Telecom 10 20 percent.
Chinese Taipei agrees that Chung Hwa Telecom will not seek to hold more than 20 percent
equity, direct and indirect. in a telccommunications service provider in the United Swates. Higher
percentages of equity holding by Chung Hwa in U.S. telecommunications companies will be
permitted only to the extent that Chinese Taipei permits U.S. persons to hold higher percentages
of equity in Chung Hwa Telecom.

With respect 10 telecommunications interconnection fees. Chinese Taipei agress 1o
implement the following:

1. By July 1, 2001, Chinese Taipei will achieve interconnection raies that climinate all
cross-subsidization among all sub-szctors of basic elephone services. including cross-
subsidization through rates paid by mobile services suppiiers.
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Chinese Taipei will revise the structure of the interconnection charges so that the local
loop and local loop deficit elements of the charge are compleiely eliminated. Further.
Chinese Taipei will use accepted international accounting techniques 1o arrive at cost-
baszd figures for switching and transport costs.

Chinese Taipei will smoothly implement an end o cross-subsidization through the
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folawing cacthods:

a) By July 1, 1998, an internationally recognized telecom consulting firm will
carry out a study 10 determine the most suitable interconnection charging
principles and calculation formulas for Chinese Taipei. Based on this study and



taking into consideration public comments, including from celluiar phone
companies the Directorate General of Telecommunications (DGT) will announce
its permanent interconnection pricing rules by the end of September, 1998.

b) Before the end of July 1998, Chung Hwa Telecom will submit to DGT a
detailed analysis of its cost of providing interconnection.

€) DGT will review the cost analvsis submitted by Chung Hwa Telecom and
propose its interconnection prices by the end of 1998, in accordance with the
pricing rules established by DGT. After considering comments from cellular
phone companies, DGT will decide final interconnection prices by February 28,
1999.

d) By October 1, 1998. 75 percent of the cost of local loop and local loop deficit
elements will be removed {rom the interconnection fee so that the
interconnection fee will be reduced from the current rate of NTS1.60 to no
more than NTS$1.15 (U.5.50.035) per minute.

€) The remaining 235 percent of the cost of local loop and local loop deficit will be
eliminated from the interconnection fee in three equal reductions to ke effect
no later than October 1, 1999; October 1, 2000; and, October 1, 2001.

f) Based on the DGT study of the cost structure of Chung Hwa Telecom. excess
charges for switching and transport will be eliminated from the interconnection
fee in three equal reductions to take effect no later than October 1, 1999:
Octaber 1, 2000; and. October 1, 2001.

By these steps all cross subsidization from the new independent celiular phone
companies 10 Chung Hwa will have been eliminated by July 1. 2001, and the
interconnection rate will be at a level consistent with the level of major developed
countries where no cross-subsidization is present. DGT will review interconnection
issues by January, 31 each vear from 2000 until 2002 and invite comments from
cellular phone companies to decide if it is necessary to adopt further sieps.

It is understood by both sides that rates maintained by major developed countries,
where no cross-subsidization is present. currently are below USS0.02.

No costs in the zbove calculations will be adjusted for inflation at a rate higher than the
official Consumer IMice index in Chinese Taipei.

verseas Bank Accounts

Chinese Taipeai agrees that it will provide non-discriminatory and mosi-favored-nation i
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treatment to Chinese Taipei branches of banks whose parent is a U.S. bank on all matters relating
10 opening of overseas accounts.

Agriculture Issues

i Phyvio-Sanitary Measures

Implementation of Sanitarv a

Chinese Taipei agrees to implement and abide by the terms of the WTO Agreement on
Sanitary and Phytosanitary Measures (SPS Agreement) with respect to imporis from the United
States as of the date of signature of this letter. Any measure implemented by Chinese Taipei
which is inconsistent with the terms of the SPS Agreement. and which results in the nullification
or impairment of any of the concessions in this Understanding will be a basis for renegotiating
this issue.

Chinese Taipei agrees to address SPS concerns in a timely fashion, in line with
commimments of the SPS Agreement and in 2 manner so as not 10 impair or inhibiz trade. For
those goods that have been banned from import, Chinese Taipei will promulgate regulations.
using the SPS Agreement procedures, including prompt prior consuliations, and 1o implement
any SPS requirements.

For red meat offal, Chinese Taipei agrees 10 have SPS regulations in force by June 1, 1998. For
chicken meat and all poultry meat offal, Chinese Taipei agrees to have regulations in force by
June 1, 1998.

Acceptance of [1S. Department of Agriculture/Food Safety Inspection Service Centification

The United States maintains a consistent standard of inspection of meat. poultry. and
offal. for domestic use. export. and import. Under this system, meat and offal must be clean and
unadulierated and come from healthy animals and birds. Recognizing the high levels of sanitary
treatment for these products, Chinese Taipei agrees that meat, meat offal and/or poultry meat
which was inspected. passed, and certified by USDA/FSIS and permitted to be consumed shall
be eligible for importation into Chinese Taipzi and shall be subject to the terms of Chinese
Taipei’s SPS regulations.

Internal Support and Export Subsidies
Chinese Taipei will reduce its aggregate measure of support by 20 percent of the average in the
1990-92 base periad by the year 2000 as noted in Anachment 1. Chinese Taipei will bind its

capor( subsiaes at O (2ero) as noted in Adachmeni 1.

Irade In Snecial Quality

In accordance with previous agreements and currzni praciice. beef carcasses and cuts )
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from carcasses graded or certified as “Pnime” or “Choice™ by the U.S. Depariment of’ Agriculture
shall be regarded as meeting the requirements for the tarift concessions for Special Quality Beef
as listed in Chinese Taipei's WTO market access schedule without further certification by
Chinese Taipel.

The following language will be included as part of Chinese Taipei’s WTO marke: access
schedule, Atachment 2 to this Understanding shall be also be appended to the schedule:

“The term Special Quality Beef, as used in the WTO accession schedule for Chinese
Taipei. shall be defined as indicated in Antachment [ ].”

Customs Bonding Svstem on Perishable Fruits and Vegetables

Chinese Taipei will immediately adopt an equitabie. transparent Customs bonding system
for any perishable fruits and vegetables subject 1o such requirements that allows for potentially
frequent adjustment to the bond value to take account of prevailing market forces. Such a
svstem will include the following characteristics:

»  The fixing of specific bond values for each supplier country. Upon reguest. Chinese
Taipei Customs authorities will make available to any domestic or foreign interested
party the daa, the data source, and the methodology used in formulating the reference
price upon which the value of the bond is based.

> Timely adjustments to the bond value. as frequently as is necessary. to take account of
prevailing international market prices, and seasonal quality considerations.

»  Consideration of aliemative data sources. should represemtatives of an exporting
country believe that more appropriate and accurate data exist beyond that being
employed by Chinese Taipei in setiing the bond values.

> The establishment of a mechanism that would provide, at the request of either an
exporting country or Chinese Taipei authoritics, for prompt consultations should a

question or concern arise relative o an established bond value,

Turiff Rate Quota Administration:

Chinese Taipei will include the following text in its WTO market access schedule:
SECTION -8B Tarifi-Quutas
. TERMS OF TRADE: Tariff Rate Quota (TRQ) allocation certificates will serve as

automatic import licenses. in compliance with the Agreement on Import Licensing
Procedures. All commercial terms of wrade. including product specifications. origin.

——
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pricing. packaging, etc. will be at the sole determination of the parties engaged in the
transaction. Partial shipments against a single allocation will be permitied. Traders may
import any product or mixture of products subject to the same TRQ as noted in the
schedule below. All products imporied under the TRQ will be permited 1o be distributed
freely within Chinese Taipei without further trade-based restrictions. Allocation
certificates will be freely transferable and tradeable, and certificate holders may have
certificates reissued to combine or divide allocations.

o

APPLICATION: All applications for allocation of TRQ quantities will be submiited to
the Minisiry of Finance (MOF). Specific conditions for applying for a TRQ allocation will
be published in the official journal sixty days in advance of the start of the application
period. The application period for initial allocations shall be closed by 30 November of the
previous vear, unless the timing of accession necessitates a change in schedule for the firs:
year. The application period for reallocations shall be closed by | September. MOF will
grant allocations and publish and notify the names of recipients and allocation amounts
within iwo weeks of the close of the application period for the purpose of transfer.

ASSOQCIATED FEES

ted

Any and all fecs, charges. deposits. duties, etc. associated with the allocation process will
be made explicit in the advance pubiic notification process, and with the exception of
ordinary customs duties and/or other charges as noted in the attached schedule. will be
commensurate with the cost of the services rendered. No special performance or bid bond
requirements will be instituted.

CONSULTATION MECHANISM

:8'.

With a view to maintaining a transparent and open TRQ administration system, upon
request from any supplying WTO member, Chinese Taipei will consult with the member on
administration of the minimum access quotas or TRQ to ensure an equitable distribution of
allocations and compleie quota utilization.

5. ALLOCATION:

SYSTEM 1 : FOR ITEMS FOOTNOTED 1/ (Chicken. Offal, Oriemial Pear, Banana, Pork)

Initial distribution of allocations --  For the first two vears initial allocation cenificaics
will be issued on a first-come, first served basis. Allocations will be established for
cemmersiztiv vistle shipping quantities, but a ceilicg of no more than 20 percent of the
total in-quota quantity may be established in advance and published as part of the allocation
notification procedures. Allocation centificates will be vaiid for imports arriving between |
January anc | September. The date of arrival shall be defined in accordance with Anticle 3
of the implementing regulations of the Customs Law of Chinese Taipei as cumrently in
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place. Upon request and proof of signed contract before September i, MOF will
auiomatically extend the validity date of the certificate to cover imports arriving on or
before 31 December.

Reallocation of unused ailoacations -- In any year, if the holder of a quota allocation
certificate has not contracted for import of the holder’s total allocation by 1 September. the
unused portion of the allocation will be rzallocated on a first come, firs: served basis unicss
otherwise noted in the schedule. The date of re-issue shall be no later than 15 Sepiembser.
The re-issued allocation centificates will be valid for imports arriving on or before 31

December.

Distribution of allocations afier the first two vears --  In each vear afier the first two vears
in which allocations are made under a TRQ, applicants for an aliocation of the guota will
receive an allocation at least as large as the average of the amount actually imported by the
applicant in the prior two years. Any remaining quota amounts or increases in the quota
amount will be allocated on a first come, first served basis.

SYSTEM 2: FORITEMS FOOTNOTED 2. (Red Beans, Milk, Peanuts)

Allocations will be made in a transparent, equitable and non-discriminatory manner.

Initial distribution of allocations -- Allocations will be established annually for

commercia EI} viabie shipping quantities. but a ceiling on the size of any given allocation
may be established in advance and published as part of the allocation notification
procedures. Allocation certificates will be valid for imports arriving beiween 1 january and
| September. Upon request and proof of signed contract, MOF will auiomaticaily extend
the validity of the certificate to cover imports arriving on or before 31 December

Reallocation of unused allocations -- In any year, if the holder of a quota allocation has
not contracted for import of the holder’s total allocation by 1 September, the unused
portion of the allocation will be reallocated. The date of re-issue shall be no later than 13
September. The re-issued allocations will be valid for imports shipped by 31 December,

SYSTEM 3: FORITEMS FOOTNOTED 3/
Allocations will be made in a transparent, equitable and non-discriminatory mannes.
Fresh Porataes
Chinese Taipei will estabiish an annual import quota of 5,000 metric tons for fresh potoes from
the United States at the current tariff rate of 25 percent. The quota wili be valid for product

shipped from the Lzmcd States between a"n[ I and November 30 of each vear. The quota will
b2 filled on a first-come, {irsi-served basis, i.¢.. an import license will not be required, with /
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shipments counting against the quota when they arrive at the port of entry. The date of arrival
shall be defined in accordance with Article 3 of the implementing regulations of the Customs
Law of Chinese Taipei as currently in place. No mark-up in excess of the tarifl will be applied.

Chicken Meat

1) Chinese Taipei will establish an annual quota for 10.000 metric tons (MT) of chicken meat
from the United States, with a tariff rate of 40 percent ad valorem. Chinese Taipei will
administer the quota under the terms set out for System 1 commoditics as listed in the
section on Tariff Rate Quota, except that in 1998, time frames will be adjusted so that
allocation certificates will be valid as of June 1, 1998 und 1he Board of Foreign Trade
(BOFT) will be responsible for administration of this quota. The quota will be renewed on
January 1 of subsequent vears until Chinese Taipei accedes 10 the WTO. Any unused
portion of the quota will be carried over into the foliowing vear until the 1otal sum of the
quotla quantitics has been imported.

2)  Upon accession. a TRQ will be established for 19,163 MT of chicken mear. The size of the
TRQ will grow in equal increments until it reaches 43.990 MT for the vear 2004.

- The in-quota tariff ratc will begin at 25 percent, and will be lowered in equal increments
1o 20 percent in the yvear 2004,

- The out-of-quota rate for drumsticks and wings (including legs and leg quarters) will
begin at SNT64/Kg and be lowered in equal increments to SNT34/Kg percent in the
vear 2004,

- The out-of-quota rate for whole chickens and other cuts wil begin at SNT40Ke and be
lowered in cqual increments to SNT34/Kg in the vear 2004,

LI
—

On January 1, 2005, Chinese Taipei will eliminate the TRQ and apply a bound tariff rate of
20 percent 1o all chicken meat imports.

) The United States will not oppose Chinese Taipei's use of the Speeial Safeguard Provisions
of the Agreement on Agriculture on out-of-quota imports during the transition period. ...
while the TRQ is in place.

5) The TRQ covers chicken meat in the following Tariff codes:

020710:6
02072100
02073910
02074110
02109090 {
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16023910
16023910

Poultrv Offal Markel Access

Upon accession, Chinese Taipei will eliminate its ban on pouliry offal. A TRQ will be
established for certain offal of chicken and other pouliry. but imports of fect. heart. and liver of
chicken will be liberalized at a tariff raie of 25 percent. The TRQ will be eliminated by January

1, 2003.

Marker Access for Red Meat Offal

1) Chinese Taipei will establish quotas for 7.300 metric 1ons (MT) of pork oftal and 5.000 MT
of beef offal, from the United States, at currently applied tariff rates. The quotas will be renewed
on January 1 of subsequent vears until Chinese Taipei accedes to the WTO. Any unused
portions of the quota will be carried over inio the following vear until the total sum of quota
quantities has been imported. The quoias will cover all swine'and beef offal tariff categories.
Chinese Taipei will administer the quota in line with the werms set out for System 1 commoditics
as listed in the section on Tariff Rate Quota Administration. except that for 1998. time frames
will be adjusted so that allocation certificates will be valid as of June 1, 1998, and the
administering agency will be BOFT.

2) Upon accession to the WTO, Chinese Taipei will establish a TRQ for 10,000 MT of swine
hocks, feet. stomach, skirt, intestines. and rectum. The size of the TRQ will grow in cven
increments until it reaches 27,500 MT for the vear 2004. The out-of-quota rate will be 310
percent, staging down to 263 percent in 2004 in equal increments. The in-quota tariff rate will
start at 25 percent. and will be lowerad in equa! increments w0 135 percent by January 1. 2004.
The TRQ will be climinated by January 1. 2003, and all pork offal will face a dwty of 13 percent.

3) Upon accession to the WTO, Chinese Taipei will also lift the import ban on beef oflal and on
all other pork offal at a tarilf rate of 25%. which will phase down 10 15 % by Januarv 1. 2004,

3) The United States will not opposs Chinese Taipei’s use of the Special Safeguard
Provisions of the Agreement on Agriculture on out-of-quota imports during the transition period,

i.e. while the TRQ is in place.

4) The TRQ covers swine hocks, feet, stomach. skiri. intesiines. and rectum. included in the
following tariff lines: 02063000, 0206 1990, 05040020.

Market Access for Pork Bellv and Qiher Park

Chinese Taipei will establish an annual quota for 3.000 metric tons (MT) of pork belly and other
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pork cuts, as currenily defined in the tariff schedule of Chinese Taipei. from the United States
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The quota will be renewed on January | of subsequent vears until Chinese Taipei accedes to the
WTO. and unused portions of the quota will be carried over into the following vear until the total
sum of quota amounts has been imported. The tariff will be no higher than 15 percent. Chinese
Taipei will administer the quota in line with the terms set out for Svstem | commodities as listed
in the section on Tariff Rate Quota Administration, except that for 1998, time frames will be
adjusted so that zllocation certificates will be valid as of June 1, 1998, and the administering
agency will be BOFT.

Upon accession, Chinese Taipei will lifi the import ban on other pork cuts. and realign its tariff
schedule so that there will be a distinction oniy between pork belly and all other pork cuts. All
other cuts will face a duty of 13 percent. reduced to 12.5 percent by January 1, 2004,

Upon accession. Chinese Taipei will also establish a TRQ for 6,160 MT of pork belly. The size

of the TRQ will grow in even increments until it reaches 15,400 MT f{or the vear 2004. The out-

of-quota rate for pork belly will hegin ai 60 percent and be lowered in equa! increments to 30
percent in year 2004, The TRQ will be eliminated by January 1. 2003, and pork bellv will face 2
duty of 12.3 percent.

The in-quota tariif rate will begin at 13 parcent, and will be lowered in equal increments 10 12.5

percent by January 1, 2004,

3) The United States will not oppose Chinese Taipei’s use of the Special Safeguard Provisions
of the Agreement on Agriculture on oui-of-quota imports during the transition period. i.c. while
the TRQ is in place.

4) The TRQ covers pork belly and spare ribs in the following tariff lines:
02031910, 02031990. 02032910, 02032990.

51 Chinese Taipei will lift the impor: ban on the following products accession. including “Other
curts in the following tariff codes:

02031910. 02031990, 02032910, 02032990

Agricultural 1ariffs 1o be stased in upon accession or bv 2002

Uniess otherwise noted in the terms of this Understanding, tarifY siaging will be completed on
agricultural products other than thoss 10 be made upon accession. no later than January 1. 2002
For this nurpo:e “agricultural products” are defined in accordance with the coverage of the WTO
Agreement on Agriculture. Unless otherwise noted in the terms of this Understanding. TRQ

iina. acucss k?v-.a will be vtached ¢ Oy u:mua.; H "00"

Immediate Tartif Reductions on Agricultural Products

Itis agreed that Chinese Taipei, prior to its accession to the WTO. will reduce the iariif rate on
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the following products to the levels roted below. The said amendment is subject to the approval
of the Legislative Yuan of Chinese Taipei. Both sides expect that the changes can be made by
July 135, 1998.

08054000 B Grapefruit tJan-Sept arrival) 20  Percent
08061000 Fresh Grapes 38
08081000 Fresh Apples 40
08082010 A Fresh Pears, European stvle 30
08093000 Fresh peaches 10
12060000 Sunflower seeds
15121110 Crude sunfiower szed oil 15
15121910 Refined sunflower sead oil 13
20041010 A Potato sticks, ifrozen, in packages 13
Of greater than 1.5 kg.
20041090 Other frozen potatoes 26
20052010 A Potato chips and sticks, not frozen. 13
In packages greater than 1.5 kg.
20058010 Canned Sweet Corn 15
20086000 Cherries. otherwise prepared 15
21041011 Meat soups. etc. 20
21041019 Other soups and broths 20

Tariff Reductions and Fipal TROs Levels 1o be reached by Jaguary 1. 2004

Chinese Taipei will make equal annual tariff reductions. completing staged reductions reaching
the final tarifl levels and‘or TRQ access quantities noted in its schedule of accession by January
1. 2004 for the following products:

Betel Nuts 80290904
Carangid 160419904

Carangid 3026990A

Carangid 3037999A

Carangid 3042090B

Papayas 8072000

Sardine 160412004

Sardine 160413208

Sardine 3042090A

Sardine 5042090D

Sardine 3054090D

Sarding 3055940A

Sardine 3055940B

Sardine 3035990A

Sardine 3024000

!
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Sardine
Sardine
Sardine
Sardine
Sardine
Sardine
Sardine
Bananas
Beef
Beef
Beef
Beef
Beef
Beef
Beef
Beef
Beef
Beef
cef

Beef

Dried Day Lily

and Pulp

Dried Lungngans

Garlic Bulbs
Garlic Bulbs
Garlic Bulbs
Liquid Milk
Liquid Milk
Liquid Milk
Liquid Milk
Liquid Milk
Liquid Milk
Liquid Milk
Liquid Milk
Liquid Milk
Liquid Milk
Liquid Milk
Liquid Milk
Liquid Muik
Liquid Milk
Liguid Milk
Liquid Milk
Mackerel

3026100
3035000
3037100
3056100
3056300
16041310
16041600
8030000
2011010
2011090
2012010
2012090
2013010
2013050
2021010
2021090
2022010
2022090
2023010
2023090
71295090B

8134010
20059010A
7032000B
7129090A
19019023A
190190294
4011000A
4011000B
4012000A
40120008
4013000A
4013000B
4029910A
40299108
4029920
4029990A
4039%G50C
4039090F
4039090H
40390901
16041500A

/2C 3 Qfao/ig



Mackerel 30269908
Mackerel 30379998
Mackerel 3042090C
Mackerel 3053000A
Mackerel 3056990A
Mackerel 3026400
Mackerel 3037400
Mangoes 8045020
Peanuts 12089010A
Peanuts 120890204
Peanuts 20081110A
Peanuts 20081110B
Peanuts 200811904
Peanuts 20081190B
Peanuts 20081990B
Peanuts 12021000

sanuts 12022000
Peanuts 15081000
Peanuts 15089000
Pears, Oriental &082010B
Persimmons 8109090C
Pineapples 8043000
Red Beans 11061000A
Red Beans 20049000A
Red Beans 20055100A
Red Beans 200559004
Red Beans 210690994
Red Beans 7102900A
Red Beans 7133200
Shaddock 8059000A
Shiitake 7123030
Sugar 17011100
Sugar 17011200
Sugar 17019110
Sugar 17019120
Sugar 17019910
Sugar 17019920
Sugar 17019990
Yaung coconurs 201109
Fermented Cereal 22060010
Beverages

Tariff Reductions 10 b2 made by Januarv 1, 2000

2
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Chinese Taipei will reduce the tariffs for certain agricultural products as provided in the wble

below.
HS number | Description of products Current | Accession | 17172000
Final
2074210 | Meat of turkeys, cut in picces. frozen 10 10 8.5
4081100 | Egg volks powder 40 35 30
4081910 | Egg yolks, frozen 40 35 30
4089110 | Whole egg powder 40 35 30
4089910 | Whole eggs, frozen 40 35 30
4089920 | Egg white, frozen 40 37 34 |
6049910 | Christmas trees {coniferous) i3 12,5 i0
7051100 | Cabbage lettuce, iresh or chilled 27 25 20
7051900 | Other lettuce, fresh or chilled 30 23 20
7094000 | Celery. fresh or chilled 24 24 15
8023200 | Walnuts, shelled, fresh or dried 7.5 7.5 3
8054000 | Grapefruit, fresh or dried 40 40 30
(Mar-Sept/ old)(Jan-Sept/ New) 25 20 12
15121110 { Sunflower oil, crude 24 10 s
15121910 | Refined sunflower-seed oil and its 24 10 5
fractions
15152100 | Crude maize (corn) oil 7.5 7.5 5
16024100 | Prepared or preserved hams and cuts 40 38 32
thereof
16024200 | Prepared or preserved swine meat of 20 36 33
shoulders
16024900B Oli}er prepared or preserved meat of 40 35 30
swine
13
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17049000 | Other sugar confectionery (including 32 30 27.5
white
19012000 | Mixes and doughs 25 25 20
200410104 | Potato sticks, 1.5 kg or more. frozen 17 15 12.5
20052010A& | Potato chips and other potato sticks, 18 18 135
B | prepared
20087000 | Peaches, otherwise prepared or 20 20 13
preserved
20092000A | Grapefruit juice, > 18Kg 40 35 22.5
200960204 | Grape juice, > 18 Kg. concentrate 40 35 22.5
20099010 | Mixwres of juices 35 35 30
21032000 | Tomato ketchup and other tomato 17.5 15 12.5
sauces
21039010 | Mayonnaise, salad dressing 17.5 17.5 15
21041011 | Mecat soups and broths and preps, 25 15 10
liquid
21041019 | Other soups and broths and preps, 25 15 10
liquid
21069091 | Coffec creamer. sovbeans 17.5 13 10
preparations; donuis
350210008 | Egg white. frozen 40 37 34

Market Access for Rice

Market access for rice will be based on Annex 3. Seciion A of the Agreement on Agriculture.
The following elements of a rice quota administzation system will operate within this framework.
As WTO Members have gained experiznes in the implementation of Annex 3. Section A.
additional refinements and details have besn adopted in practice to ensure the iransparent.
market-oriented operation of the quota system.  Thus Chinese Taipei will implement the
following provisions:

I Internal Support: Chinese Taipei will reduce its Augregate Measure of Support, which
includes all agricultural products. by 20 percent of the average in the 1990-92 bage period
by the vear 2000. /
.
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Export Practices: Chinese Taipai will ensure that rice from central stocks will no longer
be prohibited from entering domestic marketing channels for industrial and/or food use.

Rice Re-exports: Imports of rice for re-export will not count against imports under the
quota.

MMA Quota Size and Growth: Chinese Taipei will iift its ban on imported rice upon
accession 1o the WTO, and establish a quota equal 1o access in the current vear of the
Japan schedule, based on Annex 3, calculated on a brown rice basis. This quota will be
increased in equal annual incremensts, growing 1o 144,720 metric tons in the vear 2000,
(Note: If Chinese Taipei should accede to WTO in 2000, the size of the quota in the first
year of access will be 144,720 metric tons.) Any portion of the quota for private trade
which is not filled by 31 Dscember will be imported by Chinese Taipei central authorities
by March 31 of the subsequent vear.

Congultative Mechanism: At the request of either party, consultations will be held 1o
review the adequacy of the quota system. These consultations can focus on any measure
related 1o implementation of the quota systems, including but not limited to timing of
announcements and imports, raie of quota-fill, mark-up and price levels, distribution of
imporiers, and barriers to fully commercial transactions.

Agrecment on Agriculture: Continuation of the quota bevond 2000, or conversion 10 a
tariff-rate quota, will be subject to the provisions of Annex 5 of the Agreement on
Agriculture, in particular paragraphs 3 and 4 thereof. Future quota growth shall be
consistent with commitments undertaken by WTO members with respect to Article 20 of
the Agreement on Agriculture.

CENTRALIZED IMPORTS

Specification of Imported Rice: Rice imported by the central authorities will be
tendered 1o meet internationally recognized standards for trade in high quality rice such
as, US #1 medium grain or better US# 2 long grain or better, or US #1 short grain or
hetter. Chinese Taipet will accept Federal Grain Inspection Service certification for rice
exported from the United States.

Disposal of Imported Rice: Imported rice will be accorded no less favorable treatment
than rice produced in Chinese Taipei. Imported rice will have full access to normal
marketing channels, wholesalers. distributors, and end users. It will be priced at a level
winch ensures that it enters the domesiic market ai prices coimpetitive with rice produccd
in Chinese Taipei. Imporied rice will be marketed in a timely fashion so that its quality
for table use is not adversely affected by storage time. Imported rice will not be exporied
as food aid, nor used for livestock fead.
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Duties and mark-up: The in-quota duty shali be 0 percent (zero) for rice in HS chapter
10. The sum of the other fees. charges, and mark-ups on any individual importation and
resale shall not exceed NTS$23.26/kg for rice and NTS25.59/%kg for rice products. If the
product does not move onto the domestic market at any' given price, Chinese Taipei will
re-announce the distribution within two weeks. reducing the price by NTS 3/Kg or greater
to ensure that it is not priced above market clearing levels. The process will be repeated
if necessary 1o move the rice out of central stocks.

PRIVATE SECTOR TRADE

Direct Private Sector Trade; Chinese Taipei's quota system for private rice trade will
be conducted through direct private-sector importation. The quota system will be
operated with the objective of ensuring the quota fills with a minimal level of market
distortion and that the imported rice enters Chinese Taipei’s domestic wholesale and
retail markets on conditions no less favorable than exist for rice produced in Chinesc
Taipei. Chinese Taipei will increase the market access quota allocated to the private trade
by no less than the percentage tendered for privaic rade by WTO members having
recourse 10 Annex 5, Section A of the Agreement on Agriculture. Chinese Taipei agrees
to increase the percentages of private trade to 21 percent in 1998, 28 percent in 1999. and
35 percent in 2000.

In-Quota Duty and Mark-up: The in-quota duty shall be Q percent (zero) for rice in
HS chapter 10. The sum of other fees. charges, and mark-ups on any individual
importation shall not exceed NT$23.26/kg for rice and NTS$25.59/kg for rice products. If
the quota is under subscribed after the first announcement, Chinese Taipei will re-
announce the allocation within two weeks. reducing the sum of other fees. charges, and
mark-ups by NTS 3/Kg or greater to ensurc that they do not restrict imports, nor price
imporis above market clearing levels. The process will be repeated if necessary. If the
initial tender is over subscribed, it will be allocated on a first come first servad basis.

Terms of Trade: Quota allocation certificates will serve as automatic import licenses,
in compliance with the Agreement on Import Licensing Procedures and consistent with
Article XIIT ol GATT 1994 . All commercial terms of trade, including product
specifications. origin, pricing. packaging, etc. will be at the sole determination of the
parties engaged in the transaction. Partial shipments against a single allocation will be
perminted. Traders may import any product or mixture of products subject to the same
quota as noted in Chinese Taipei's schedule. All products imported under the quota will
be permitted to be distributed freely within Chinese Taipei without further irade-based
resiriclions. Allocation certificates will be frcely transferable and wradeshle, and
certificate holders may have certificates reissucd 1o combine or divide allocations.

Application: All applicaiions for allocation of quota quantities will be submined to the
Council of Agriculiure. Specific conditions for applyving for the first quosa aliocation for
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each year will be published in the official journal sixty davs in advance of the start of the
application period. The application period for initial allocations shall be closed by 30
September of the previous year, unless the timing of accassion necessitates a change in
schedule for the first year. The application period for reallocations shall be closed by 1
Sepiember. COA will grant allocations and publish and notify the names of recipients
and allocaiion amounts within two weeks of the close of the application period.

2) Associated Fees: Any and all fees, charges. deposits, duties, etc. associaled with the
allocation process will be made explicit in the advance public notification process, and
with the exception of ordinary customs duties and/or other charges as noted in Chinese
Taipei’s schedule, will be commensurate with the cost of the sarvices rendered. No
special performance or bid bond requirements will be instituted.

£ Allocation:

Initial distripution of allocations -- The initial allocation certificates will be issued on a
first-come, first scrved basis. Allocations will be established for commercially viable
shipping quantities, but a ceiling on the size of any given allocation may be esiablished
in advance and published as part of the allocation notification procedures. Allocation
certificates will be valid for product arriving between | January and 1 September. The
date of arrival shall be defined in accordance with Article 5 of the implementing
regulations of the Customs Law of Chinese Taipei as currently in place. Upon request
dnd proof of signed contract before September 1. COA will automarically extend the
validity date of the certificate to cover products arriving an or before 31 December.

Realiocation of upused allocations - In any vear, if the holder of a quota allocation
certificate has not contracted for import of the holder's total allocation ¢ bv | September.
the unused portion of the allecation will be reallocated on a first come, first served basis.
Reallocation certificates wili be valid for 90 days.

Market Access for Goods
Tariffs
For industrial tariffs, notwithstanding the scheduling of a specific date for re aching its

{ina! tariff rate. the United States agrees that Chinese Taipei shali have a minimum of 2 vears Lo
implement staged :ariff reductions.

Chimnese T. p‘-i supports the ongzsing seeizral liberalization orogram in Asiz Pacific
Economic Cooperation Forum (APEC) and will actively support and work constructiy ely to

butld a consensus in APEC on sectoral liberalization initiatives. Furthermore, Chinese Tai
will participate in the WTQ aspects of any such initiative. In particular, Chinese Taipei m!l
support the APEC joint proposal co-sponsored by the United States. Canada, New Zsaland and
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Indonesia for early tariff elimination in forest products and will immediately lend its formal
support for the proposal in the APEC negotiations.

Motor Vehicles

Local Content Reguirement For Mapufacture of Automobiles In Chinese Taipei

Chinese Taipsi will lower the local content requirement on manufacture of automobiles
from the current 50 percent 10 40 percent effective January 1. 1999,

Tax Incentives for Domestic Desiun of Certain Parts of Auios

Chinese Taipei will repeal the relevant provisions of its law relating 1o the tax incentive
provided for domestic design and use of certain automotive parts (¢.¢., engine, body and chassis).
by December 31, 2000 or a date agreed bilaterally or multilaterally in its negotiations on
accession to the WTO, which ever date is earlier. In addition. Chinese Taipei will not expand
this incentive program. through, for example, Increasing the parts covered or the amount of the
incentive and the grant of incentives to additional companies will be limited to the extent
permitted by Chincse Taipei’s law.

Long-Term Operational L.casing of Vehicles

Although “car remial services™ may cover both long-term (at least 12 months) operational
leasing of vehicles and short-term operations. different requirements should apply to address the
different situations of these operations. Thus, Chinese Taipei will review the requirements for
long-term operaiional leasing operators with respect to parking spaces and the limit on rental
periods that are set forth in Section 3 of the Regulation Governing the Administration of
Transportation Enterprises (Section 5). Based on this review and taking into account comments
from interested parties, Chinese Taipei will modify these requirements no later than June 30,
1998.

Chinese Taipei will also provide companies engaging in long-term operational leasing of
vehicles with commercial plates for their vehicles. By June 30, 1998, Chinese Taipei will also
review the requirements in Section 3 for the establishment of an exclusive company to engage in
the car rental business. and restrictions on rates. Based on this review, taking inio account
prudential considerations, the nature of the long-term operational leasing business and comments
from interesied partics. Chinese Taipei will modify these requirements no later than December
31, 1998.

Application of the Business Tax to Transactions Involvine “Used Autos”

Chinese Taipei confirms that it applies its busin2ss tax 1o transactions involving used
cars or “trade-ins” in the following manner.

taea
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Company acting as a Broker:
-- A company acting as a brokar. receiving 2 used auto as a trade in or otherwise from

another company, will pav a tax on the commission received for acting as a broker.
The sclling company (owner of the used auto) is responsible for payment of any
business tax based on the value of the auto. Brokerage fees are not established by the
authorities in Chinese Taipei, but are agreed commercially.

-- If the seller of the used auto is an individual, no business tax is assessed on the
seller. The company acting as a broker, however, is taxed on the commission paid to
it

Company assuming title to a used car:

--If a company obtains title to a used auto sold to it by a company, the purchasing
company will receive credit for any business tax paid by the selling company.

--If a company obtains title to a used auto sold to it by an individual, the purchasing
company will pay a business tax calculated on the basis of the resale price. Since the
individual did not pay a business tax when acquiring the auto, no credit for tax
previously assessed on the auto is provided.

TTWMB Issues

Chinese Taipei will apply the tariff and tobacco and alcohol tax rates 1o tobacco and
alcohol products as set out in attachment 3. These rates take into account the current monopoly
tax level, Uruguay Round “zero for zero™ offers. and the practices of other WTO members.
These tariff rates will be incorporated into Chinese Taipei’s markel access schedule.

The tobaceo and alcohol tax will be applied in a transparent and non-discriminaiory
manner with equal treatment accorded to imported and domestic products. Chinese Taipei will
unify the level of taxarion for rice wine (Mijiu) with that applied 10 other distilled spirits and
eliminate any discriminatory aspects of the tax no later than five vears after the date of the
signature of this Understanding. The definition of Mijiu and the applicable tariff and tax
schedule are set out in attachment 4.

Advertising

Chinese Taipsi has, to a large extent, lifted restrictions on advertising of beer, wine
and other mcolic! beverages and allowed advertising of these products on radio and wlevision
in specified time periods of the day. After implementation of the Tobacco and Alcohol
Administration Law, advertising of alcohol products in all media will be permitted, subject,
however, to regulation in relation to thz content and timing of the advertisement. All
regulation of advertising will be consistent with the principle of national treaiment. The 1able
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in attachment 5 sets out a comparison of the present and future regulations on advertisement of
tobacco and alcohol products.

All alcohol products will be required to be labeled with the warning “excessive
drinking endangers health”, and the advertisement shall not have any of the following
situations:

1. Running counter to public order and good morals.

Encouraging or promoting drinking,

Causing harm to adolescents, pregnant women's mental or physical weli-being,
Comtaining forged, exaggerated. or falsc facts or misleading contents.

Other situations prohibited by the central competent authority through public notice.

W WO

Advertisement of tobacco products is subject to health regulations, especially the
Tobacco Hazard Prevention Law. (Note: This law was passed by the Legislative Yuan and
promulgated on 19 March 1997). After the abolition of the monopoly sysiem and the
establishment of the new system, the authority will give advance public notice of the labeling
requirements and otherwise allow a period of time for the manufactreritrader of 1obacco and
alcohol products 1o make the necessary adjusiment.

Non-Tariff Measures

With the implementation of the new system, i.e.. after abolition of the monopoly,
tobacco and alcohol manufacturers legally established in Chinese Taipei will be permitied to
import alcohol and tobacco products in bulk for repackaging. Provided, however, thar such
manufacturers shall have authorization from the original manufacturers of the imported
products.

All non-tariff measures including import licensing. standards, labeling. inspection, and
repackaging will be made consistent with WTO requirements upon accession.

Any subsidies provided for the domestic production of tobacco and grapes will be bound
and gradually reduced consistent with Chinese Taipei’s WTO commitment on reduction of its
aggregate measure of support. All firms producing tobacco or aleohol products in Chinese
Taipei will have access on an equal basis to imported and domestic inputs, including any
remaining benefits from such subsidies, for their production and processing activities consistent
with the provisions of the WTO.

ahi Of Lstablis

Suivices, Ri

Chinese Taipei has incorporated services related 10 the distribution of tobacco and
alcohol products in its draft GATS schedule. The legal and regulatory framework for
production and distribution of alcohol and tobacco preducts will not impose particular ?

2/ %/4 GC

20

/RCR 2/20/9¢



restrictions on non-Chinese Taipei firms engaging in related commercial activities. The time
table and rules for liberalizing the production/manufacture of particular tobacco and alcohol
products will apply equally to foreign as well as Chinese Taipei private firms.

Chinese Taipei will liberalize production/manufacture of wine within one vear after the
implementation of the new system; liberalization of spirits and beer will be effected two years
after the implementation of the new sysiem. Chinese Taipei will auain full liberalization of
zlcoholic beverage production\manufacture within three years afier the implementation of the
new system. The schedule for achieving full liberalization is sat out in attachment 6.

Subject to the above paragraph, Chinese Taipei will clarify its laws and regulations on
investment and related matters as they affect TTWMB and its successor(s), so that non-
Chinese Taipei firms are granted the right of establishmen: 10 engage in
production/manufacture, wholesale and retail distribution and other activities that TTWMB
currently and its successor (s) in the furure engage on the basis of national treatment.

Chinese Taipei will, on the implementation date of the Tobacco and Alcohol
Administration Law, begin processing applications for firms seeking authorization io produce
alcohol products liberalized in the first stage. and for other alcohol products liberalized at other
stages, six months in advance of the date when such activities are liberalized, in order to provide
new entrants with the possibility of operating under the reform program from its inception.

Tax C iance

In support of Chinese Taipei’s reform program on the manufacture/production of lobacco
and alcohol products, Chinese Taipei will, for so long as TTWMB remains a monopoly, provide
the United States with a report by 1 September of cach vear on the volumes of tobacco and
aleohol products manufactured in Chinese Taipei and on taxes paid by TTWMB by production
category. The United States will protect and not disclose information submited in the report
consistent with U.S. law, in particular 53 U.S.C. § 502.

After TTWMB is privatized, both sides agree to consult on whether it is necessary o take
st2ps to ensure tax compliance, and if so. what steps will be taken in the circumstances that exist
at that time.

Countraband and Counrerfeit Gonds

Chinese Taipei agrees with the United States on the nesd to enhance efforts 10 protect
against smuggled and counterfi: aleohol and tobacco produsic. Therefore, it has incomporated
penal provisions in the Tobacco and Alcohol Administration Law to serve as the legal basts for
enhanced efforts in this regard.

On the disposal of contraband and counterfeit products. under the new svsiem
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established pursuant 10 the Tobacco and Alcohol Administration Law, these products will be
destroved or otherwise disposed of based on U.S. and international practices.

As to the protection of the rights of certain alcoholic beverages. such as Bourbon and
Tennessee Whisky, 10 be labeled as such. Chinese Taipei will require presentation of
certificates of origin and age. and authenticity issued by relevant state and local government
authorities in the United States.

Transition Measures

Chinese Taipei’s reform of TTWNMB, including administration of licenses and
registration approvals will be carried out in a WTO-consistent manner. Chinese Taipei will
ensure protection of confidential business information consistent with its law and through
procedures on access to such information and its use. Such protection will be provided on the
basis of national treatment.

Upon Chinese Taipei’s accession to the WTO and implementation of the new system,

the 1986 Agreement between the American Institute in Taiwan and the Coordination Council
for North American Affairs Concerning Bzer. Wine and Cigarettes will cease 10 be effective.

Government Procurement

pa—
»

Chinese Taipzi commits to the improvements (identified in attachment 7 ) to its offer of
March 19, 1997 (GPA/SPEC/1 'Rev.1) and will incorporate those improvements inio its
offer . This improved offer constitutes Chinese Taipei’s offer referenced in £3 below.
Chinese Taipei will submit this offer to the Comminee on Government Procurement and
also notify the Commitiee of transitional measures that Chinese Taipei has implemented
in respect of government procurement.

9

Throughout the course of developing the implementing regulations for the new
procurement [aw, Chinese Taipei agrees to consult regularl} with interasted parties
(foreign and domestic) 10 assure the consistency of the regulations with the provisions of
the Agreement on Government Procurement (AGP) and international government

procurgment pra clice.

(PR

Prior 1o Chinese Taipei’s assumption of the obligations of the AGP and with a view 1o
maintaining a dalance of mutually agreed coverage (comparable to that contained in the
new offer) both sides reserve the right 1o consult in the event of rectifications or other
modifications made to the oitached oifers affecting entity coverage. In the event that one
side wishes to withdraw an eniity from coverage on the z’ounds that government control
or influence over such entity has been efiectively eliminated. allowance shall be made for
the market-opening effects o' the removal of governmen: control or influcnce in

v

determining whether the aforsmentioned balance has been maimained.
N
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Chinese Taipei agrees to accede 10 the AGP within one vear of the iis accession to the
WTO. If, however, Chinese Taipei’s government procurement law is enactzd prior to ils
accession to the WTO, Chinese Taipei will accede to the AGP within one vear of
cnactment of the law or at the time it accedes to the WTO. whichever is later.

=

Chinese Taipei agrees to incorporate the attached Principles Governing Post Award
Contract Dispute Resolution (identified in attachment 8 ) into its government
procurement contract dispute settlement procedures.

W

Further Actions

While great progress has been made. much work remains to be done to complete the
accession negotiations. including multilateral negotiations on Chinese Taipei's Protocol of
Accession and Working Party Report. Both sides have had extensive discussions on Chinese
Taipei’s foreign wrade regime and how Chinese Taipei’s Protocol of Accession and Working
Party Report might best reflect the current regime. WTO members’ concerns, Chinese Taipei's
commitments on WTO issues and Members® expectations on implementation of those
commitments. While both sides have agreed on solutions 10 some of these subjects which must
be reflected in the Protocol and Working Party Report, both sides recognize that additional
issucs. such as market access for large motorcycles. subsidies issues. some transition periods,
have been reserved for further discussion in the Working Party. If the Working Panty dees not
complete i1s tasks and recommend thai the WTO General Council 1ake a decision on Chinese
Taipei’s accession 1o the WTQ by the vear 2000, both sides agree to consult 1o determine the
extent o which issues need to be renegotiated.

Chinese Taipei will provide the United States with a revised copy of the drafi
schedules and other documents for review and verification. Their representatives will consult
promptly regarding any adjustments that may be necessary. Both delegations will si en the
necessary documents by March 10. 1998, and officially notify the WTO Sceretariat of the results
of these bilateral negotiations in the context of Chinese Taipei's accession to the WTO.

Both sides agree that consultations regarding any matter relating to the interpretation.
implementation or operation of this Understanding and associated documents will be held
promptly at the request of cither side. Such consultations may be requested and held beiore and
after Chinese Taipei’s accession to the WTO.

Based on the commitments and clarifications sat forth in this Understanding and
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associated documents and in the expectation that they wili be fuily implemented.

ihe delegations

confirm that the bilateral market access nsgotiations on goods. services and government

procurement are closed.

/& . B,

Richard C. Bush
Chairman of the Board
and Managing Director
For the American Institute
in Taiwan

Date: ;:-J_,é' Q-O/ /?78/

\'x/’imcsscd by:

{/ { /z/ é(/ ,{/ J
Charlence Barshefsky
U.S. Trade Representative
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Date:
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Stephen S.F. Chen
Representative

For the Taipei Economic and
Cultural Representative Office
In the USA

Date: :2@4 }0/ /;’;oa
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Wang Chih-Kang
Minister of Economic Anzurs
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