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FOREWORD

SCOPE AND COVERAGE

The 2017 National Trade Estimate Report on Foreign Trade Barriers (NTE) is the 32nd in an annual series \
that highlights significant foreign barriers to U.S. exports. This document is a companion piece to th
President’s Trade Policy Agenda published by USTR in March.

In accordance with section 181 of the Trade Act of 1974, as added by section 303 of the Trad Qﬂriff
Act of 1984 and amended by section 1304 of the Omnibus Trade and Competitiveness Act of, gfsection
311 of the Uruguay Round Trade Agreements Act, and section 1202 of the Internet Tax Fge Act, the
Office of the U.S. Trade Representative is required to submit to the President, th@ate Finance
Committee, and appropriate committees in the House of Representatives, an annual report on significant
foreign trade barriers. The statute requires an inventory of the most important fd’rAgn‘barriers affecting
U.S. exports of goods and services, foreign direct investment by U.S. persons, tection of intellectual
property rights. Such an inventory enhances awareness of these tra@ rictions and facilitates
negotiations aimed at reducing or eliminating these barriers.

This report is based upon information compiled within UST Departments of Commerce and
Agriculture, and other U.S. Government agencies, and suppleme 1th information provided in response
to a notice published in the Federal Register, and by me of the private sector trade advisory

committees and U.S. Embassies abroad.
*

Trade barriers elude fixed definitions, but may be broad&ﬁned as government laws, regulations, policies,

or practices that either protect domestic goods and sles from foreign competition, artificially stimulate
exports of particular domestic goods and servic'g% ot fail to provide adequate and effective protection of
intellectual property rights. Q

This report classifies foreign trade K S into ten different categories. These categories cover
government-imposed measures and polictes that restrict, prevent, or impede the international exchange of
goods and services. The categoyt ered include:

e Import policies (e. iffs and other import charges, quantitative restrictions, import licensing,
customs barrierg, aNdMother market access barriers);

e Sanitary @ytosanitary measures and technical barriers to trade;

. Gove@nt procurement (e.g., “buy national” policies and closed bidding);

. q‘port subsidies (e.g., export financing on preferential terms and agricultural export subsidies that

v isplace U.S. exports in third country markets);

b Lack of intellectual property protection (e.g., inadequate patent, copyright, and trademark regimes
@ and enforcement of intellectual property rights);
Services barriers (e.g., limits on the range of financial services offered by foreign financial
institutions, restrictions on the use of foreign data processing, and barriers to the provision of
services by foreign professionals);
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e Investment barriers (e.g., limitations on foreign equity participation and on access to foreign
government-funded research and development programs, local content requirements, technology
transfer requirements and export performance requirements, and restrictions on repatriation of
earnings, capital, fees and royalties);

e Government-tolerated anticompetitive conduct of state-owned or private firms that restricts the sale(b\

or purchase of U.S. goods or services in the foreign country’s markets;

e Digital trade barriers (e.g., restrictions and other discriminatory practices affecting cros@ T
data flows, digital products, Internet-enabled services, and other restrictive Qh_ ogy

requirements); and v

e  Other barriers (barriers that encompass more than one category, e.g., bribery a rruption,’ or
that affect a single sector). ! N

Pursuant to Section 1377 of the Omnibus Trade and Competitiveness Act of
the operation and effectiveness of U.S. telecommunications trade agreem
whether any foreign government that is a party to one of those agree failing to comply with that
government’s obligations or is otherwise denying, within the conte relevant agreement, “mutually
advantageous market opportunities” to U.S. telecommunication prdu®s or services suppliers. The NTE
highlights both ongoing and emerging barriers to U.S. telecom ion services and goods exports used
in the review called for in Section 1377.

TR annually reviews
make a determination on

To highlight the growing and evolving trade using or @J by electronic networks and information and
4

communications technology, and reflecting input f merous stakeholders, relevant country chapters
include a dedicated section on barriers to digital trad§. This section addresses all issues that are integral to
the digital economy including those barrier erly categorized under “electronic commerce.” The

section will highlight ongoing and emerging, ®aryiers such as restrictions and other discriminatory practices
affecting cross-border data flows, dightdl, products, Internet-enabled services, and other restrictive
technology requirements. This adjustlhg ill ensure that the information presented in the NTE reflects
market developments for U.S. expQrts.

The NTE continues to high &the increasingly critical nature of standards-related measures (including

testing, labeling and certi 10n requirements) and sanitary and phytosanitary (SPS) measures to U.S.
trade policy, to identify all attention to problems and efforts to resolve them during the past year and
to signal new or e g areas in which more progress needs to be made. Standards-related and SPS

measures serve ghimyortant function in facilitating international trade, including by enabling small and
medium size rises (SMEs) to obtain greater access to foreign markets. Standards-related and SPS

measures ble governments to pursue legitimate objectives such as protecting human, plant, and
animal ) the environment, and preventing deceptive practices. But standards-related and SPS
meas at are nontransparent and discriminatory can act as significant barriers to U.S. trade. Such
mea can pose a particular problem for SMEs, which often do not have the resources to address these

ms on their own.

STR will continue to identify, review, analyze, and address foreign government standards-related and
SPS measures that affect U.S. trade. USTR coordinates rigorous interagency processes and mechanisms,
through the Trade Policy Staff Committee and, more specifically, through specialized TBT and SPS
subcommittees. These TPSC subcommittees, which include representatives from agencies with an interest
in foreign standards-related and SPS measures, maintain an ongoing process of informal consultation and
coordination on standards-related and SPS issues as they arise.
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In recent years, the United States has observed a growing trend among our trading partners to impose
localization barriers to trade — measures designed to protect, favor, or stimulate domestic industries, service
providers, or intellectual property at the expense of imported goods, services or foreign-owned or developed
intellectual property. These measures may operate as disguised barriers to trade and unreasonably
differentiate between domestic and foreign products, services, intellectual property, or suppliers. They can
distort trade, discourage foreign direct investment and lead other trading partners to impose similarl
detrimental measures. For these reasons, it has been longstanding U.S. trade policy to advocate str
against localization barriers and encourage trading partners to pursue policy approaches that h ir
economic growth and competitiveness without discriminating against imported goods and servi TR
is chairing an interagency effort to address localization barriers. This year’s NTE continues eQeBtice of
identifying localization barriers to trade in the relevant barrier category in the report’s ind§ya¥0al sections
to assist these efforts and to inform the public on the scope and diversity of these practi

USTR continues to vigorously scrutinize foreign labor practices and to address su‘UAqn&ard practices that
impinge on labor obligations in U.S. free trade agreements (FTAs) and de reign workers their
internationally recognized labor rights. USTR has also introduced ne anisms to enhance its
monitoring of the steps that U.S. FTA partners have taken to implement ply with their obligations
under the environment chapters of those agreements. To further thesgZim¥atives, USTR has implemented
interagency processes for systematic information gathering and reWew of labor rights practices and

environmental enforcement measures in FTA countries, and staff regularly works with FTA
countries to monitor practices and directly engages governme other actors. The Administration has
reported on these activities in the 2016 Trade Policy Agenda 2015 Annual Report of the President on
the Trade Agreements Program. o

The NTE covers significant barriers, whether they ?sénsistent or inconsistent with international trading
rules. Many barriers to U.S. exports are consi*xn;t ith existing international trade agreements. Tariffs,
for example, are an accepted method of prote%n nder the General Agreement on Tariffs and Trade 1994
(GATT 1994). Even a very high tariff éﬁ‘ t violate international rules unless a country has made a
commitment not to exceed a specified fte, €., a tariff binding. On the other hand, where measures are not
consistent with U.S. rights international trade agreements, they are actionable under U.S. trade law,
including through the World Tr d@%anization (WTO).

This report discusses the la%export markets for the United States, including 58 countries, the European
Union, Taiwan, Hong Kon®\ ®nd one regional body. The discussion of Chinese trade barriers is structured
and focused to align jporeNefosely with other Congressional reports prepared by USTR on U.S.-China trade
issues. The Chin @m includes cross-references to other USTR reports where appropriate. As always,
the omission of Sgftiglilar countries and barriers does not imply that they are not of concern to the United
States.

NTE 'Qreport the most recent data on U.S. bilateral trade in goods and services and compare the data
tot ceding period. This information is reported to provide context for the reader. The merchandise
ata contained in the NTE are based on total U.S. exports, free alongside (f.a.s.)" value, and general
imports, customs value, as reported by the Bureau of the Census, Department of Commerce (NOTE:
ese data are ranked in an Appendix according to the size of the export market). The services data are
drawn from the October 2015 Survey of Current Business, compiled by the Bureau of Economic Analysis
in the Department of Commerce (BEA). The direct investment data are drawn from the September 2015
Survey of Current Business, also from BEA.
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TRADE IMPACT ESTIMATES AND FOREIGN BARRIERS

Wherever possible, this report presents estimates of the impact on U.S. exports of specific foreign trade
barriers and other trade distorting practices. Where consultations related to specific foreign practices were
proceeding at the time this report was published, estimates were excluded, in order to avoid prejudice to
those consultations.

The estimates included in this report constitute an attempt to assess quantitatively the potential effﬁ%{
removing certain foreign trade barriers on particular U.S. exports. However, the estimates Cannotﬁli1 d
to determine the total effect on U.S. exports either to the country in which a barrier has been i

to the world in general. In other words, the estimates contained in this report cannot be aggre Qﬁ order
to derive a total estimate of gain in U.S. exports to a given country or the world.

Trade barriers or other trade distorting practices affect U.S. exports to another untry because these
measures effectively impose costs on such exports that are not imposed on goods ce‘d in the importing
country. In theory, estimating the impact of a foreign trade measure on U.S. %&rts of goods requires
knowledge of the (extra) cost the measure imposes on them, as well as knoyfledye of market conditions in
the United States, in the country imposing the measure, and in third countp®s NN practice, such information
often is not available. @

Where sufficient data exist, an approximate impact of tariffs ondge2exports can be derived by obtaining
estimates of supply and demand price elasticities in the i @ g country and in the United States.
Typically, the U.S. share of imports is assumed to be consta =’When no calculated price elasticities are
available, reasonable postulated values are used. The resulhpg estimate of lost U.S. exports is approximate,
depends on the assumed elasticities, and does not necedtily reflect changes in trade patterns with third

countries. Similar procedures are followed to estim e impact of subsidies that displace U.S. exports in
third country markets. y\
The task of estimating the impact of non easures on U.S. exports is far more difficult, since there is

no readily available estimate of the ad’LSt 1 cost these restrictions impose. Quantitative restrictions or
import licenses limit (or discourage) impo?ts and thus raise domestic prices, much as a tariff does. However,
without detailed information o ifferences between countries and on relevant supply and demand
conditions, it is difficult to d &t e estimated effects of these measures on U.S. exports. Similarly, it is
difficult to quantify the iét on U.S. exports (or commerce) of other foreign practices, such as
government procuremegt Mo¥cies, nontransparent standards, or inadequate intellectual property rights
protection.

In some cases, %
reasons stateg

ar U.S. exports are restricted by both foreign tariff and nontariff barriers. For the
pve, it may be difficult to estimate the impact of such nontariff barriers on U.S. exports.
When the@ of actual U.S. exports is reduced to an unknown extent by one or more than one nontariff
measyp€)itfen becomes derivatively difficult to estimate the effect of even the overlapping tariff barriers
on gxports.

ame limitations that affect the ability to estimate the impact of foreign barriers on U.S. goods exports

ply to U.S. services exports. Furthermore, the trade data on services exports are extremely limited in

detail. For these reasons, estimates of the impact of foreign barriers on trade in services also are difficult
to compute.

With respect to investment barriers, there are no accepted techniques for estimating the impact of such

barriers on U.S. investment flows. For this reason, no such estimates are given in this report. The NTE
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includes generic government regulations and practices which are not product specific. These are among
the most difficult types of foreign practices for which to estimate trade effects.

In the context of trade actions brought under U.S. law, estimates of the impact of foreign practices on U.S.
commerce are substantially more feasible. Trade actions under U.S. law are generally product specific and
therefore more tractable for estimating trade effects. In addition, the process used when a specific trade
action is brought will frequently make available non-U.S. Government data (from U.S. companies ofb
foreign sources) otherwise not available in the preparation of a broad survey such as this report.

In some cases, stakeholder valuations estimating the financial effects of barriers are contained i%jgaort.
1

The methods for computing these valuations are sometimes uncertain. Hence, their inclusi the NTE
report should not be construed as a U.S. Government endorsement of the estimates they @“

March 2017
4 e
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Endnotes:

1. Corruption is an impediment to trade, a serious barrier to development, and a direct threat to our collective security. Corruption
takes many forms and affects trade and development in different ways. In many countries, it affects customs practices, licensing
decisions, and the awarding of government procurement contracts. If left unchecked, bribery and corruption can negate market
access gained through trade negotiations, undermine the foundations of the international trading system, and frustrate broader
reforms and economic stabilization programs. Corruption also hinders development and contributes to the cycle of poverty.
Information on specific problems associated with bribery and corruption is difficult to obtain, particularly since perpetrators go t{b\
great lengths to conceal their activities. Nevertheless, a consistent complaint from U.S. firms is that they have experienged
situations that suggest corruption has played a role in the award of billions of dollars of foreign contracts and delayed or pre%
the efficient movement of goods. Since the United States enacted the Foreign Corrupt Practices Act (FCPA) in 1977, /&S
companies have been prohibited from bribing foreign public officials, and numerous other domestic laws discipline i#n of
public officials at the State and Federal levels. The United States is committed to the active enforcement of the FC

The United States has taken a leading role in addressing bribery and corruption in international business transa and has made
real progress over the past quarter century building international coalitions to fight bribery and corruption. and corruption
are now being addressed in a number of fora. Some of these initiatives are now yielding positive resultg.
4 4
The United States led efforts to launch the Organization for Economic Cooperation and Devel t (OECD) Convention on
Combating Bribery of Foreign Public Officials in International Business Transactions (Ant Convention). In November
1997, the United States and 33 other nations adopted the Anti-bribery Convention, which ~ly is in force for 41 countries,
including the United States. The Anti-bribery Convention obligates its parties to crimin; rlbery of foreign public officials
in the conduct of international business. It is aimed at proscribing the activities of offer, promise, or pay a bribe (for
additional information, see http://www.export.gov/tcc and http://www.oecd.org). Q

The United States also played a critical role in the successful conclusionO% tiations that produced the United Nations
Convention Against Corruption, the first global anticorruption instrument. @ ohvention was opened for signature in December
2003, and entered into force December 14, 2005. The Convention contains Myeefy provisions on preventive measures countries can

take to stop corruption, and requires countries to adopt additional ;ﬁsures as may be necessary to criminalize fundamental

anticorruption offenses, including bribery of domestic as well as ublic officials. As of December 2016, there were 181
parties, including the United States. ‘] .

In March 1996, countries in the Western Hemisphere conc&j egotiation of the Inter-American Convention Against Corruption
(Inter-American Convention). The Inter-American ntton, a direct result of the Summit of the Americas Plan of Action,
requires that parties criminalize bribery and corru ;@e Inter-American Convention entered into force in March 1997. The
United States signed the Inter-American Convéatibn on June 2, 1996 and deposited its instrument of ratification with the
Organization of American States (OAS) on S er 29, 2000. Thirty-one of the thirty-three parties to the Inter-American
Convention, including the United States, participate’in a Follow-up Mechanism conducted under the auspices of the OAS to monitor
implementation of the Convention. T American Convention addresses a broad range of corrupt acts including domestic
corruption and trans-national bribeq& ories agree to enact legislation making it a crime for individuals to offer bribes to
public officials and for public offici olicit and accept bribes, and to implement various preventive measures.

The United States continues @1 ts anticorruption agenda forward. The United States promotes transparency and reforms that
specifically address corryatjon public officials. The United States led other countries in concluding multilateral negotiations on
the World Trade Orga @ pn (WTO) Trade Facilitation Agreement which contains provisions on transparency in customs
operations and avoid{ngcMtlicts of interest in customs penalties. The United States has also advocated for increased transparency
of government [0 ]&nt regimes as a way to fight corruption, including in the WTO Government Procurement Agreement,
which contai 'irement for participating governments and their relevant procuring entities to avoid conflicts of interest and
prevent cor@actices. The United States is also playing a leadership role on these issues in APEC and other fora.

ii. Frge N@ngside (f.a.s.): Under this term, the seller quotes a price, including delivery of the goods alongside and within the reach

ing tackle (hoist) of the vessel bound overseas.

FOREIGN TRADE BARRIERS
-6-



ALGERIA

TRADE SUMMARY

The U.S. goods trade deficit with Algeria was $992 million in 2016, a 33.7 percent decrease ($504 million) \
over 2015. U.S. goods exports to Algeria were $2.2 billion, up 19.3 percent ($361 million) from th
previous year. Corresponding U.S. imports from Algeria were $3.2 billion, down 4.2 percent. Algeri

the United States' 54th largest goods export market in 2016. O

U.S. foreign direct investment (FDI) in Algeria (stock) was $4.8 billion in 2015 (latest dat Qﬁble), a

3.2 percent decrease from 2014
TECHNICAL BARRIERS TO TRADE / SANITARY AND PHYTOSAN ITA ERIERS

Technical Barriers to Trade

Vehicles Qv
QS

In March 2015, the Algerian government enacted various new re ir%ents for imported vehicles, with a
focus on passenger automobiles. Algerian officials assert that th w requirements apply to all vehicles,
but it appears the enforcement of these requirements has fo n imported vehicles. Exporters face
particular challenges because the safety requirements are vagireZappearing to be based loosely on United
Nations Economic Commission for Europe (UNEC scle standards, thus complicating efforts to
comply. Moreover, it appears many of the requireh&hts address the particular design features of
components rather than their actual performance W&ﬂ%’spect to safety. Some requirements are unique to
Algeria. For example, industry representatives jjave Yeferenced the requirement for rear-seat knee airbags
and seatbelt minders for all seats in comm & vthicles. Algeria also has not clarified whether vehicles
that conform to U.S. Federal Motor Vehi ty Standards meet its requirements.

All vehicles entering Algeria must be &ccompanied by a “certificate of conformity” before they are
inspected by a representative of, Wnistry of Industry and Mines. Algeria also requires this certificate
in order for companies to obtg#fithe Yetter of credit necessary to finance the import of a vehicle. Insufficient
prior notice of these Varioué requirements led to thousands of cars being held on arrival or at the port
of origin in 2015 becaus®&®f non-compliance, including approximately 400 vehicles from one U.S.
manufacturer, whichayer®™Ventually grandfathered under the previous standards. The standards otherwise

remain in effect 1 imported vehicles, which has forced carmakers to make unique and costly
adjustments to e)s sold in the Algerian market.
At a Mar Trade and Investment Framework Agreement (TIFA) Council meeting with Algerian

officigl)t nited States highlighted the negative impact of these new requirements on United States-
Algegiasgeconomic relations, given the lack of prior consultation with industry as well as the insufficient
ymeXor implementation.

&od Products

Algeria requires imported food products to have at least 80 percent of their shelf life remaining at the
time of importation.

FOREIGN TRADE BARRIERS
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Sanitary and Phytosanitary Barriers

The Algerian government currently bans the importation, distribution, or sale of seeds that are the products
of biotechnology. There is an exception for biotechnology seeds imported for research purposes.

Algeria generally declines to issue certificates to permit the importation of beef and poultry from the United \
States, although it did grant a one-time import certificate for beef to be used in a U.S. Government exporfb
promotion event in 2016. There are no regulations prohibiting the importation of U.S. beef into Alge

but the government of Algeria has expressed concerns about the widespread use of growth hormonm e
United States. A certificate is being negotiated between U.S. and Algerian veterinary authoriti

the importation into Algeria of U.S. breeding cattle. @

IMPORT POLICIES @

Tariffs

Algeria is not a WTO member and thus does not bind any of its tariffs throug 4@ VvTO Agreement. Tariffs

on imported goods range from zero to 70 percent. Nearly all finishegrpdqYactured products entering
Algeria are subject to a 30 percent tariff, with some limited categorie ect to a 15 percent rate. Goods
facing the highest rates are those that have direct equivalents profuced in Algeria, including some
pharmaceuticals. The few items that are duty-free are generallg=idcrmediate goods from the European
Union (EU), which are used in manufacturing and covered b -Algeria Association Agreement that

entered into force in 2005.

*
In addition, most imported goods are subject to the 17$nt value-added tax (VAT). An additional 0.3
percent tax is levied on a good if the applicable cust?duty exceeds 20,000 Algerian dinars (about $180).
Algeria is expected to adopt a law in early 2017Qt ould increase the top band of the VAT to 19 percent.

Customs Procedures ‘Q

*

Clearing goods through Algerian custor'rhs the most frequently reported problem facing foreign companies
operating in Algeria. Delays c edly take weeks or months, and in many cases, there is no official
explanation. In addition to a E te of origin, the Algerian government requires all importers to provide

certificates of conformit quality from an independent third party. Customs requires shipping
documents to be stampﬁ a “Visa Fraud” note from the Ministry of Commerce, indicating that the
goods have successf] ed a fraud inspection, before the goods are cleared. Authorizations from other
ministries are a@@;uently required, causing additional bureaucratic delays, especially when the

regulations do n rly specify which ministry’s authority is being exercised.

Storage fe€s lgerian ports of entry are high, and the fee rates double when goods are stored for longer
irms report that bribery is used widely to secure the release of shipments, and both U.S. and

noneglL, company representatives claim that shipments are sometimes deliberately held at port to facilitate
to customs officials

&lport Restrictions

Pharmaceuticals and Medical Devices

Since 2010, Algeria’s Ministry of Health has issued regulations, pursuant to a 1985 law, to ban imports of a
number of pharmaceutical products, medical devices, and other medical goods. At the end of 2016, an
estimated 460 products had been banned, an increase from the previous year. Algeria has also set import
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quotas for drugs for which an equivalent is produced domestically. Imports of a drug are prohibited if at
least three domestic producers make an equivalent. The Ministry of Health has been applying these policies
despite the inability of local production to meet demand for dozens of affected medications.

Import Licenses and Quotas

Based on new authority in the 2016 Finance Law, the Ministry of Commerce now requires licenses for th
import of goods in the following “strategic” sectors: steel and metallurgy; hydraulic bindings; elec(z{
appliances; industrial chemistry; automobiles; pharmaceuticals; aeronautics; shipbuilding and r;
advanced technologies; agribusiness; textiles, garments, leather, and derivatives; and lumber an re.
Other products under consideration for such license requirements include wood, ceramics Q“‘alsms
garlic, potato chips, and some confectionary products. For imported goods not subject to qu ve limits,
the licensing is automatic, but for items subject to annual quotas — like automobiles @ﬂ and steel
reinforcing rods (rebar) — it constitutes a significant barrier to trade.

Vehicles ?N
On May 8, 2016, the Ministry of Commerce issued licenses allowing Qrt of just 83,000 vehicles
over the next six months. All automobile imports had previously bee ed, including vehicles that had
been ordered and paid for before the imposition of the license requitggm¥gt. All vehicles that had not arrived
in Algerian ports before November 8, 2016 were blocked from en% for the rest of the year. Distributors
of U.S. automobile companies imported approximately 30,0@ icles in 2014, but were able to import
less than 3,000 in 2016. The estimated gain in trade if this ba were removed would be more than $500

million per year. *

The U.S. Government wrote to the Algerian Minist ‘Commerce in May 2016 outlining the detrimental
effects on bilateral trade and investment that thﬁq tas had caused.

to 55,000 for 2017, with the issuance 7 licenses to distributors based on 2016 market share and a
willingness to establishing manufacturing in Algeria. Distributors who did not file plans to build an

ith the Ministry of Industry and Mines by December 31, 2016, will
import vehicles in 2017.

According to industry sources, the Mil;@@ indicated that automobile imports will be further reduced

automobile assembly plant in A
reportedly not be granted a li

Imports of used vehicleg arNy ®onstruction equipment have been banned since 2007.

Other Product B

Imports o @ of used machinery are prohibited. All products containing pork or pork derivatives are
also prohilf1

ENT PROCUREMENT

r the 2016 Finance Law, all ministries and state-owned enterprises (SOEs) are required to purchase

mestically manufactured products whenever available. The procurement of foreign goods is permitted

only with special authorization at the minister level and if a locally made product cannot be identified.
Algeria is neither a party nor an observer to the WTO Government Procurement Agreement.

FOREIGN TRADE BARRIERS
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INTELLECTUAL PROPERTY RIGHTS PROTECTION

Algeria remains on the Priority Watch List in the 2016 Special 301 Report. The United States commends
Algeria for its ongoing effort to promote awareness of the importance of intellectual property rights (IPR).
However, Algeria continues to inadequately enforce IPR, including patent and trademark protection.
Though the production of counterfeit goods has been nearly eradicated, the importation of counterfeit goods
has increased dramatically, as has the use of unlicensed software. An estimated 85 percent or more o
software in the country is pirated. Further, Algeria has failed to enact an effective system of protegti
against unfair commercial use and unauthorized disclosure of data generated by pharmaceutical copfPaihes
to obtain marketing approval for their products. U.S. companies have reported unlicensed pr o of
their brand-name drugs in the Algerian market. Q‘

SERVICES BARRIERS @

Banking

4 4
Since 2010, Algeria has restricted banks controlled by foreign shareholder @gaking loans to Algerian
subsidiaries. \

Direct wire payments for imported goods are not permitted. Instgad,¥Qll importers must secure letters of
credit covering at least the full cost of the imported goods for%hipments totaling at least 4 million
Algerian dinars (approximately $36,300), and the validity of @ ers of credit is limited to 60 days.

The government tightly controls foreign exchange fo\NAbgerian firms. Algerian companies in the
hydrocarbons sector must receive 100 percent of expod ¥evenue in local currency, while other Algerian
companies can receive up to 50 percent of their exp rnings in U.S. dollars.

With few exceptions, the Algerian govern '}ohibits Algerian citizens from holding financial assets
abroad. The government permits Algeriges Y0 btain foreign currency for the importation of goods only if
they have in local currency the equival'&t he hard currency cost of the imports.

Electronic Payment Services \\/

Electronic payment sewi%re limited in Algeria due to weak consumer credit culture and to
underdeveloped teleco ations infrastructure needed to support electronic banking. The government
banned consumer cgadit YOm 2009 to 2014, and consumer loans are almost entirely restricted to the
purchase of dom ‘y-produced goods. Credit cards are rare, and those that exist are primarily local-
use cards, knowl\ds cartes interbancaire (CIBs), issued by local banks. Internationally recognized cards
such as Mast@r and Visa have been authorized for use within Algeria, but local banks generally only
issue the (@ S prepaid debit cards to customers intending to use them on trips abroad.

IN ENT BARRIERS

ria’s investment law requires Algerian ownership of at least 51 percent in all projects involving foreign
estments. This requirement originated as part of the 2006 law governing hydrocarbons, but was
expanded in the 2009 supplementary budget law to cover all foreign investments.

A new investment law passed in June 2016 states that the Algerian government will “accompany” all
foreign investments during the establishment phase. Prospective investors must work with the relevant
ministry or ministries to negotiate, register, and set up their businesses. U.S. businesses have commented
that the process is subject to political influence, and that companies not given an informal “green light” by

FOREIGN TRADE BARRIERS
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the relevant ministry may not be able to establish their company in Algeria. The lack of transparency behind
the decision-making process makes it difficult to determine the reasons for any delays.

Algeria is working to develop a legal framework to facilitate franchising. Because franchise royalties may
not be repatriated, it is difficult for foreign franchises to operate in Algeria.

N

Algerian bureaucratic requirements cause significant delays and deter many companies from attemptin torb
enter the market. Several U.S. companies, particularly in the pharmaceutical sector, have repgr
difficulties in renewing their operating and market access licenses with the relevant ministries. WglioX a
valid license, the process for obtaining import authorization is slow. Q~

BARRIERS TO DIGITAL TRADE 5?‘

Under current law, Algerian citizens may not purchase goods online from abroad. @Busin&sses, however,
may purchase items online and import them for business-related uses.

4
OTHER BARRIERS \Q E
State-Owned Enterprises QQ

State-owned enterprises (SOEs) comprise about two-thirds of th%ﬂian economy. The national oil and
gas company Sonatrach is the most prominent SOE, but SOEs@ sent in all sectors. Algeria previously
gave equal opportunity to foreign and local companies compe for government contracts, but in the last
few years the government has favored SOEs and other ian companies.

©
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ANGOLA

TRADE SUMMARY

The U.S. goods trade deficit with Angola was $1.6 billion in 2016, a 3.6 percent decrease ($60 million) \
over 2015. U.S. goods exports to Angola were $1.3 billion, up 9.4 percent ($110 million) from the previou

year. Corresponding U.S. imports from Angola were $2.9 billion, up 1.8 percent. Angola was the Ugi

States' 69th largest goods export market in 2016. O

U.S. foreign direct investment in Angola (stock) was $24 million in 2015 (latest data avai Q,‘a 98.7
percent decrease from 2014. ;
IMPORT POLICIES
4 4
Angola is a member of the World Trade Organization (WTO) and tIQ;em African Development

Community (SADC). However, Angola has delayed implementation 03 SADC Protocol on Trade,
which seeks to reduce tariffs. The Angolan government is conceEe that implementation of the SADC

Tariffs and Nontariff Measures

Protocol on Trade would lead to a large increase in imports, parts ly from South Africa. Angola plans
to introduce a new harmonized tariff schedule in 2017. The @; n government has stated that the new
tariff regime will greatly facilitate trade and decrease costs, bu as not announced details.
*

Customs Barriers

*
Administration of Angola’s customs service h ir&ved in the last few years, but remains a barrier to
market access. Under Presidential Decree I\q3 13, pre-shipment inspection is no longer mandatory for
goods shipped after June 12, 2013. Howgwet, raders may continue to contract for pre-shipment inspection
services from private inspection agencjgs ifthey wish to benefit from faster “green channel” access, or if
pre-shipment inspection is required by%ir letter of credit agreement. Some importers find that the fees
charged by Bromangol, a privat Wtory that dominates the inspection market, are excessive.

Any shipment of goods e(%o or exceeding $1,000 requires use of a clearing agent. The number of
clearing agents increas 55 in 2006 to 232 in 2015. However, competition among clearing agents
and reduced importipg ac®¥ity have not reduced fees for such agents, which typically range from one to
two percent of th 1@% value of the declaration.

The importat@ certain goods may require specific authorization from various government ministries,
t

which ca in delays and extra costs. Goods that require ministerial authorization include:
pha #¢al substances and saccharine and derived products (Ministry of Health); fiscal or postal
sta adios, transmitters, receivers, and other devices (Ministry of Post and Telecommunications);

ns, ammunition, fireworks, and explosives (Ministry of Interior); plants, roots, bulbs, microbial
res, buds, fruits, seeds, and crates and other packages containing these products (Ministry of
&riculmre); poisonous and toxic substances and drugs (Ministries of Agriculture, Industry, and Health);
and of other goods imported to be given away as samples (Ministry of Customs). The import of goods such

as poultry has also been hindered at times through the use of restrictive import licensing rules.

FOREIGN TRADE BARRIERS
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GOVERNMENT PROCUREMENT

Angola’s government procurement process lacks transparency and fails to promote competition among
suppliers. Information about government projects and procurements is often not readily available from the
appropriate authorities. Although calls for bids for government procurements are sometimes published in
the government newspaper, Jornal de Angola, many contracting agencies already form a preference for a

specific business before receiving all the bids. (b
The Promotion of the Angolan Private Entrepreneurs Law provides Angolan companies pre Q
treatment in the government’s procurement of goods, services, and public works contracts. the
capacity to perform the contracts themselves, Angolan companies often deliver these good services

by subcontracting with foreign companies. §

A new Public Procurement law entered into force on September 16, 2016 (Law ional *Assembly Law
No. 9/16, of 16 June 2016), encompassing both public procurement and rules on eri‘ormance of some
contracts. This law represents an effort to reform and modernize Angola’s pro?&nent regime, and is a
condition of an ongoing African Development Bank loan to support the ref he electric power sector

in Angola. \

Angola is not a signatory to the WTO Agreement on Government grc%ement.
INTELLECTUAL PROPERTY RIGHTS PROTECTIO

Angola was not listed on the 2016 Special 301 Report., IfN&llectual property rights (IPR) are administered
by the Ministry of Industry (trademarks, patents, and d s) and by the Ministry of Culture (authorship,
literary, and artistic rights). Angola is a party to ?dﬂorld Intellectual Property Organization (WIPO)
Convention, the Paris Convention for the PpQtection of Industrial Property, and the WIPO Patent
Cooperation Treaty. Although Angolan la ides basic IPR protection and the National Assembly
continues to work to strengthen eX1st gslatlon IPR protection remains weak due to lack of
enforcement.

INVESTMENT BARRIERS \V

jronment for foreign investors. Oil revenues contribute 75 percent of
the dominant source of foreign exchange deposits for the Central Bank.
Starting in late 20 s direct result of the further decline in oil prices, foreign exchange deposits
diminished. To a;@ the depleting reserves, in 2016 the Central Bank of Angola implemented a process

government revenues

that severely 1i oreign exchange approvals for private citizens and businesses. American and non-
American bul es alike, report facing significant impediments when seeking approvals to repatriate

profits an outward remittances in foreign currency. Local importers whom deposit foreign currency
are off le to withdraw their deposits without authorization from the Central Bank. The process
im ted in 2016 prioritizes the authorization for foreign exchange for imports for the energy sector,

Xand medicine.

Central Bank approvals for remittance and royalties are subject to particularly severe delays. Corporations
report that, following direct appeals to the Central Bank, they are able to access foreign exchange to remit
only very small portions of their local currency accounts.

&nerican and foreign companies report significant impediments to repatriating profits out of Angola.

On August 26, 2015, the Angolan government enacted a new private investment law that stripped the
National Agency for Private Investment (ANIP) of its authority with respect to attracting, facilitating, and
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-14-



approving investments. The law assigned responsibility for overseeing new investments across various
ministries. ANIP was folded into a new entity, the Angolan Investment and Export Promotion Agency.
The new private investment law maintains the existing requirement that a $1 million investment is required

of foreign investors to be eligible for fiscal incentives from the government. The threshold for eligibility

for these incentives for Angolan investors is lowered to $500,000. The law also requires at least a 35
percent local participation in foreign investments in the following strategic sectors: electricity, water,
tourism, hospitality, transportation, logistics, telecommunications, information technology, construction,(b
and media. The previous law required local partnerships in only the energy, banking, and insurance segtq,

The new private investment law will not apply to existing investments (pre-September 2015), @Nill
continue to be governed by the old legal framework. Investments in Angola’s mining,fifgnce, and

petroleum sectors are not affected by the new law, as they continue to be governed b or-specific
legislation. The investment law expressly prohibits private investment in strategic are@h as defense
and national security; banking activities relating to the operations of the Central Bapk of ‘Angola and the
Mint; the administration of ports and airports; and other areas where the law the state exclusive
responsibility. Under the new law, foreign investors pay higher taxes on dividen d profit repatriation.
The new tax rate starts at 15 percent and rises to as much as 50 percent, de on the date and amount
of repatriation. \

practice decisions are often subject to lengthy delays. Obtainin, roper permits and business licenses
to operate in Angola is time consuming, and adds to the co vestment. The World Bank’s “Doing
Business in 2017” report, ranking Angola 182 out of 190 counti¥e§, noted that it takes an average of 66 days
to start a business in Angola compared to a regional averd@dg ef 29.7 days.

By law, the Council of Ministers has 30 days to review a foreign%estment application, although in

The Angolan justice system can be slow and arduo he World Bank’s “Doing Business in 2017” report
estimates that enforcing contracts (measured the amount of time elapsed between the filing of a
complaint and the receipt of restitution) gen akes 1,296 days in Angola, whereas the average period

in sub-Saharan Africa is 650 days. Whilgs(istg law contemplates domestic and international arbitration,
arbitration law is not widely practiced '\t ountry.

The Angolan government is implementing legislation for the petroleum sector, enacted in
November 2003, which requjf®ymany foreign oil services companies to form joint venture partnerships
with local companies. Wépect to the provision of goods and services not requiring heavy capital
investment or specializ@‘ pertise, foreign companies may only participate as a contractor or sell
manufactured produgts to¥ngolan companies for resale. Foreign petroleum companies face local content
requirements for '@em to acquire low capital investment goods and services from Angolan-owned
companies. Fo@ ties requiring a medium level of capital investment and a higher level of expertise
(not necessa specialized), foreign companies may only participate in association with Angolan
companieg. Foreign Exchange Law for the Petroleum Sector requires that all petroleum, oil, and gas
comp@s e Angola-domiciled banks to make all payments, including payments to suppliers and
confgacWrs located outside of Angola. Furthermore, payments for goods and services provided by resident
%‘providers must be made in local currency.

&I‘ HER BARRIERS

Corruption

Corruption is prevalent in Angola for many reasons including but not limited to, an inadequately trained
civil service, a highly centralized bureaucracy, antiquated regulations, and a lack of implementation of
anticorruption laws. “Gratuities” and other facilitation fees are sometimes requested to secure quicker
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service and approval. It is common for Angolan government officials to have substantial private business
interests that are not necessarily publicly disclosed. Likewise, it is difficult to determine the ownership of
some Angolan companies. The business climate continues to favor those connected to the government.
Laws and regulations regarding conflict of interest are not widely enforced. Some investors report pressure
to form joint ventures with specific Angolan companies believed to have connections to political figures.
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ARAB LEAGUE

The effect of the Arab League’s boycott of Israeli companies and Israeli-made goods on U.S. trade and
investment in the Middle East and North Africa varies from country to country. While the boycott still on
occasion can pose a barrier (because of associated compliance costs and potential legal restrictions) for
individual U.S. companies and their subsidiaries doing business in certain parts of the region, it has fmrb
many years had an extremely limited practical effect overall on U.S. trade and investment ties with
key Arab League countries. The 22 Arab League members are the Palestinian Authority and the f
countries: Algeria, Bahrain, Comoros, Djibouti, Egypt, Iraq, Kuwait, Jordan, Lebanon, Libya,

Morocco, Oman, Qatar, Saudi Arabia, Somalia, Sudan, Syria, Tunisia, Yemen, and the ed Arab
Emirates. About half of the Arab League members are also Members of the World Tra rganization
(WTO) and are thus obligated to apply WTO commitments to all current WTO Member§y ding Israel.

To date, no Arab League member, upon joining the WTO, has invoked the right of nog-application of WTO
rights and obligations with respect to Israel. “t S
0

The United States has long opposed the Arab League boycott, and U.S. Gov Yfﬁcials from a variety
of agencies frequently have urged Arab League member governments t x . The U.S. Department of
State and U.S. embassies in relevant Arab League host capitals take th m raising U.S. concerns related
to the boycott with political leaders and other officials. The U.S. D, p%ents of Commerce and Treasury,
and the Office of the United States Trade Representative moniéycott policies and practices of Arab
League members and, aided by U.S. embassies, lend adVO(@ pport to firms facing boycott-related
pressures.

*

U.S. antiboycott laws (the 1976 Tax Reform Act @ﬂ and the 1977 amendments to the Export
Administration Act (EAA)) were adopted to requir . firms to refuse to participate in foreign boycotts
that the United States does not sanction. Thehgrta League boycott of Isracl was the impetus for this
legislation and continues to be the principal dycdtt with which U.S. companies must be concerned. The
EAA’s antiboycott provisions, implemegtalton of which is overseen by the U.S. Department of
Commerce’s Office of Antiboycott C r?;l&nce (OAC), prohibit certain types of conduct undertaken in
support of the Arab League boycott ofMsrael. These types of prohibited activity include, inter alia,
agreements by companies to refi V{) business with Israel, furnishing by companies of information about
business relationships with I d implementation of letters of credit that include prohibited boycott
terms. The TRA’s antibo %rovisions, administered by the Department of the Treasury and the Internal
Revenue Service, deny,éa foreign tax benefits to companies that agree to requests from boycotting
countries to partici;@n rtain types of boycotts.

The U.S Gover@ s efforts to oppose the Arab League boycott include alerting appropriate officials to
the presence o@ onibited boycott requests and those requests’ adverse impact on both U.S. firms and on
Arab Leagugmi®mbers’ ability to expand trade and investment ties with the United States. In this regard,
U.S. ent of Commerce/OAC officials periodically visit Arab League members to consult with
app 2‘[6 counterparts on antiboycott compliance issues. These consultations provide technical
'§n~ce to those counterparts to identify language in commercial documents with which U.S. businesses

or may not comply.

Boycott activity can be classified according to three categories. The primary boycott prohibits the
importation of goods and services from Israel into the territory of Arab League members. This prohibition
may conflict with the obligation of Arab League members that are also Members of the WTO to treat
products of Israel on a most favored nation basis. The secondary boycott prohibits individuals, companies
(both private and public sector), and organizations in Arab League members from engaging in business
with U.S. firms and firms from other countries that contribute to Israel’s military or economic development.
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Such firms may be placed on a blacklist maintained by the Central Boycott Office (CBO), a specialized
bureau of the Arab League; the CBO often provides this list to other Arab League member governments,
which decide whether or to what extent to follow it in implementing any national boycotts. The tertiary
boycott prohibits business dealings with U.S. and other firms that do business with blacklisted companies.

Individual Arab League member governments are responsible for enforcing the boycott, and enforcement \
efforts vary widely among them. Some Arab League member governments have consistently maintaine({b
that only the Arab League as a whole can entirely revoke the boycott. Other member governments su.

the view that adherence to the boycott is a matter of national discretion; thus, a number of gove ts

have taken steps to dismantle various aspects of their national boycotts. The U.S. Govern on
numerous occasions indicated to Arab League member governments that their officials’ %‘
periodic CBO meetings is not conducive to improving trade and investment ties, either i
States or within the region. Attendance of Arab League member government official
varies; a number of governments have responded to U.S. officials that they only s¢nd representatives to
CBO meetings in an observer capacity, or to push for additional discretion in nati ehforcement of the
CBO-drafted company blacklist. Ongoing political upheaval in Syria since 20 1?&5 prevented the CBO
from convening meetings on a regular basis.

The current situation in individual Arab League members is as followg’ Q

EGYPT: Egypt has not enforced any aspect of the boycott sin 80, pursuant to its peace treaty with
Israel. However, U.S. firms occasionally have found that so ernment agencies use outdated forms
containing boycott language. In past years, Egypt has inclu¥e boycott language drafted by the Arab

League in documentation related to tenders funded b Arab League. The revolution and resultant
political uncertainty in Egypt since early 2011 introduceqSbme uncertainty with respect to future Egyptian
approaches to boycott-related issues, but thus far Egyptian government has affirmed its continued
commitment to the peace treaty. y\

Jordanian-Israeli peace treaty in 1994.NJoghn signed a trade agreement with Israel in 1995, and later an
expanded trade agreement in 2004. hile some elements of Jordanian society continue to oppose
improving political and comme \ys with Israel as a matter of principle, government policy has sought
to enhance bilateral commergj

JORDAN: Jordan formally ended im{ﬁ;‘ ment of any aspect of the boycott when it signed the

LIBYA: Prior to its 20@ lution, Libya did not maintain diplomatic relations with Israel and had a law
in place mandating gaplic®on of the Arab League boycott. The Qaddafi regime enforced the boycott and

routinely inserted, tt language in contracts with foreign companies and maintained other restrictions
on trade with L ngoing political upheaval in Libya since 2011 has made it impossible to determine
the current aftitjic of Libyan authorities toward boycott issues. The Administration will continue to

monitor cj0saly Libya’s treatment of the boycott.

| QTJS companies and investors consider the existence of boycott-related requirements in
cirement contracts and tenders issued by the government of Iraq as significant disincentives for doing
ess in the country. It is estimated that since 2010, U.S. companies have lost more than $1 billion in

es opportunities in Iraq due to Arab League boycott-related requests.

Despite antiboycott guidance given on two occasions from the Iraqi Council of Ministers to all ministries,
the number of boycott-related requests from Iraqi entities increased from 2009 to 2014. In 2016, there were
52 prohibited requests (as defined by U.S. antiboycott laws) from Iraqi entities reported to the U.S.
Department of Commerce, down from 62 in 2015. Requests emanated from several Iraqi government
entities, including the Ministry of Health (MOH) and its procurement arm, the Iraqi State Company for
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Importation of Drugs and Medical Appliances (Kimadia), the Ministry of Planning, and the South Oil
Company.

The MOH committed to the United States in June 2013 that it would stop issuing boycott-related requests.
Since that time, however, the MOH has issued several boycott-related requests that negatively affected U.S.
suppliers of medical and pharmaceutical products. In January 2014, the head of Kimadia informed the
United States that the MOH and Kimadia would move to end the practice of including Arab League boycott-
related requirements in tender packages for new procurements. The South Oil Company, which had st
issuing tenders with boycott language several years ago, recently resumed issuing tenders co@' g
boycott-related language.

primary aspect of the boycott and does not trade with Israel. Yemen in the past has sta t, absent an
Arab League consensus to end the boycott, it will continue to enforce the primary boygott, though it pledged
to adhere to its 1995 governmental decision to renounce observance of the second&&gaﬁ‘d tertiary aspects
of the boycott. Continuing serious political unrest within the country and rs%t deterioration in the
government’s ability to implement policies make it difficult to predict future posture toward

boycott-related issues. Q~

LEBANON: Since June 1955, Lebanese law has prohibited all indivi¥gals, companies, and organizations
from directly or indirectly contracting with Israeli companiesgad individuals, or buying, selling, or
acquiring in any way products produced in Israel. This prohi m@ is by all accounts widely adhered to in
Lebanon. Ministry of Economy officials have reaffirmed the inypértance of the boycott in preventing Israeli
economic penetration of Lebanese markets. -

YEMEN: Yemen has not put a law in place regarding the boycott, though it continue;ﬁyﬂforce the

PALESTINIAN AUTHORITY: All foreign trade ylving Palestinian producers and importers must be
managed through Israeli authorities. The Palestigian®Authority (PA) agreed not to enforce the boycott in a
1995 letter to the U.S. Government and t A¥has kept to this commitment since. Various groups
advocating for Palestinian interests contigme®td~all for boycotts and other actions aimed at restricting trade
in goods produced in Israeli West Banw ments.

ALGERIA: Algeria does not Wn diplomatic, cultural, or direct trade relations with Israel, though
indirect trade reportedly doe ¢ Place. The country has legislation in place that in general supports the
Arab League boycott, bu%\estic law contains no specific provisions relating to the boycott and
government enforcement o\the primary aspect of the boycott is reportedly sporadic. Algeria appears not
to enforce any elemgaf ofHe secondary or tertiary aspects of the boycott.

MOROCCO: h@ccan law contains no specific references to the Arab League boycott. The government
informally rei es the primary aspect of the boycott due to Morocco’s membership in the Arab League,
but does n@ orce any aspect of it. According to previously published Israeli statistics, Morocco in recent
years Israel’s seventh largest trading partner in Africa and third largest in the Arab world, after
Jor %Egypt. U.S. firms have not reported boycott-related obstacles to doing business in Morocco.
(&c}n officials do not appear to attend CBO meetings.

@JNISIA: Upon the establishment of limited diplomatic relations with Israel, Tunisia terminated its
@ observance of the Arab League boycott. In the wake of the 2011 Tunisian revolution, there has been no
indication that Tunisian government policy with respect to the boycott has changed.
SUDAN: The government of Sudan supports the Arab League boycott and has enacted legislation requiring
adherence to it. However, there appear to be no regulations in place to enforce the secondary and tertiary
aspects of the boycott.
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COMOROS, DJIBOUTI, AND SOMALIA: None of these countries has officially participated in the
Arab League boycott. Djibouti generally supports Palestinian causes in international organizations and
there is little direct trade between Djibouti and Isracl. However, the government currently does not enforce
any aspects of the boycott.

SYRIA: Syria, traditionally, was diligent in implementing laws to enforce the Arab League boycott,(b\
maintaining its own boycott-related blacklist of firms, separate from the CBO list. Syria’s boycott pragti
have not had a substantive impact on U.S. businesses due to U.S. economic sanctions imposed@ e
country since 2004. The ongoing and serious political unrest within the country since 2011 her
reduced U.S. commercial interaction with Syria. Q‘

MAURITANIA: Though Mauritania “froze” its diplomatic relations with Israel in Marc in response
to Israeli military engagement in Gaza, Mauritania has continued to refrain from enforcing any aspect of
the boycott. N

GULF COOPERATION COUNCIL (GCC): In September 1994, the G%@Y&r countries (Bahrain,
Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab Emirates) ann n end to their enforcement
of the secondary and tertiary aspects of the boycott, eliminating a sign %frade barrier to U.S. firms. In
December 1996, the GCC countries recognized the total dismantli gl%the boycott as a necessary step to
advance peace and promote regional cooperation in the Middle I%nd North Africa. Although all GCC
states are complying with these stated plans, some commerci@ umentation containing boycott-related
language continues to surface on occasion and impact individ usiness transactions.
*

The situation in individual GCC member countries is as OWS:

*
Bahrain: The U.S. Government has received 'gllel:es from the government of Bahrain that it has no
restrictions on U.S. companies trading with I§fa¢] 0r doing business in Israel, regardless of their ownership
or other relations with Israeli companiegy ‘BaHfrain abolished its boycott law and enforcement office in
September 2005 while preparing to '{lrlﬂs Free Trade Agreement with the United States. Tender
documents from Bahrain have occasionally referred to the secondary and tertiary aspects of the boycott,
but such instances have been re then brought to authorities’ attention. The government has stated
publicly that it recognizes th o abandon formally the primary aspect of the boycott. There are no
laws prohibiting bilateral t nd investment between Bahrain and Israel. No entities exist in Bahrain
that promote trade with Jst&e¥; however, Israeli-labeled products reportedly can occasionally be found in

Bahraini markets.
Kuwait: Kuwai@t;nues to recognize the 1994 GCC decision and has not applied secondary or tertiary
d cott since 1991. Kuwait claims to have eliminated all direct references to the boycott in

Gener nistration for Customs. Although Kuwaiti officials reportedly regularly attend Arab League
t

n: Oman does not apply any aspect of the boycott and has no laws providing for boycott enforcement.
though boycott-related language occasionally appears in tender documents, Omani officials are
committed to ensure that such language is not included in new tender documents and have removed boycott-
related language when brought to their attention. Omani customs processes Israeli-origin shipments
entering with Israeli customs documentation, although Omani firms typically avoid marketing any
identifiably Israeli consumer products. Telecommunications and mail flow normally between the two
countries. Omani diplomatic missions are prohibited from taking part in Arab League boycott meetings.
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Qatar: Qatar has a boycott law but the extent to which the government enforces it is unclear. Although
Qatar renounced implementation of the boycott of U.S. firms that do business in Israel (the secondary and
tertiary boycott) in 1994, U.S. firms and their subsidiaries continue to report receiving boycott-related
requests from public Qatari companies; in those instances, companies have made an effort to substitute
alternative language. An Israeli trade office opened in Qatar in May 1996, but Qatar ordered that office
closed in January 2009 in protest against the Israeli military action in Gaza. Despite this closure, Qatar
continues to allow trade with Israel and allows Israelis to visit the country. Official data from the Qatar
government indicated that there was approximately $3 million in trade between Qatar and Israel in 20
Actual trade, including Israeli exports of agricultural and other goods shipped via third countries, € Tikuly
higher than the official figures. Qatar permits the entry of Israeli business travelers who obtaj iga in
advance. The chief executive of Qatar’s successful 2022 World Cup bid indicated that I %tizens
would be welcome to attend the World Cup.

Saudi Arabia: Saudi Arabia, in accordance with the 1994 GCC decision, modified s 1962 law, resulting
in the termination of the secondary and tertiary boycott. Senior Saudi govemmerfl‘&ic‘fals from relevant
ministries have requested that U.S. officials keep them informed of any allegati\p®~hat Saudi entities are

seeking to enforce these aspects of the boycott. Saudi companies have usual @ willing to void or revise
boycott-related language in commercial documents when they are notifi ¥ use.

The United Arab Emirates (UAE): The UAE complies with the 1994 &C decision and does not implement
the secondary and tertiary aspects of the boycott. The UAE hasgaQyrenounced the primary aspect of the
boycott, but the degree to which it is enforced is unclear. Ngfetyteless, multiple boycott-related requests
continue to emanate from Emirati entities. The United StatesNds had some success in working with the

UAE to resolve specific boycott-related cases. The U.N\\I9epartment of Commerce/OAC and Emirati
Ministry of Economy officials have held periodic meet aimed at encouraging the removal of boycott-
related terms and conditions from commercial docu . The Emirati government has taken a number of

steps to eliminate prohibited boycott requests, ipcluding the issuance of a series of circulars to public and
private companies explaining that enforcen%o the secondary and tertiary aspects of the boycott is a
*
*

violation of Emirati policy. (1/

Non-Arab League Countries

In recent years, press repo

%ﬁ occasionally surfaced regarding the implementation of officially
sanctioned boycotts of tra 3

srael by governments of non-Arab League countries, particularly some
member states of the 5 ber Organization of the Islamic Conference (OIC), headquartered in Saudi
Arabia (Arab Leagugand1C membership overlaps to a degree, though OIC members are geographically
and culturally m e diverse). Information gathered by U.S. embassies in various non-Arab League
OIC member std es not paint a clear picture of whether the OIC enforces its own boycott of Israel (as
opposed per t simply lending support to Arab League positions). The degree to which non-Arab
League O mber states enforce any aspect of a boycott against Israel also appears to vary widely.
Bang] =for example, does impose a primary boycott on trade with Israel. By contrast, OIC members
Taji '%urkmenistan, and Kazakhstan impose no boycotts on trade with Israel and in some cases have

% y encouraged such trade, while Turkey has an active history of trade with Israel
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ARGENTINA

TRADE SUMMARY

The U.S. goods trade surplus with Argentina was $3.9 billion in 2016, a 27.3 percent decrease ($1.5 billion) \
over 2015. U.S. goods exports to Argentina were $8.6 billion, down 8.3 percent ($772 million) from th
previous year. Corresponding U.S. imports from Argentina were $4.7 billion, up 18 percent. Argeqt

was the United States' 30th largest goods export market in 2016. O

U.S. exports of services to Argentina were an estimated $8.1 billion in 2015 (latest data avail and U.S.
imports were $2.1 billion. Sales of services in Argentina by majority U.S.-owned affiliates A4 billion
in 2014 (latest data available). @

U.S. foreign direct investment (FDI) in Argentina (stock) was $13.3 billion in 20 1"&@‘[6‘&‘[ data available),
a 1.7 percent increase from 2014. U.S. direct investment in Argentina is led by m%cturing, information,
and wholesale trade.

TECHNICAL BARRIERS TO TRADE / SANITARY AND PHY&ITARY BARRIERS

Technical Barriers to Trade é

Conformity Assessment and Safety Certificate Requirements /Qlectrical Products

Since 2013, Argentina has maintained conformity essment requirements that obligate foreign
manufacturers and importers to obtain safety ce\‘?ﬂ ions from Argentine certification bodies for all
imported electrical and electronic products befopg thdy can enter commerce in Argentina. These repetitive
testing requirements are applicable only to ff rnanufacturers and they impose significant delays and
increase costs. M

Additionally, pursuant to Resolution 5'0§’/2016, which was issued in October 2015 and modified in July
2016 by Resolution 171/2016, i s of low-voltage electrical equipment have since November 2015
been required to obtain safet Yicates for their imports. The resolutions establish the Argentine Gas
Institute as the authority fo ing the safety certificates. Dispositions 578 through 586, issued in January
2017, authorize the acceptane® of international certification results for some electronic products, alleviating
the testing requlre certain products. However, U.S. companies report that they continue to face
bureaucratic del% taming safety certificates, which increases administrative costs.

Sanitary an osanitary Barriers

Food nd Animal Health

ttle Beef, and Beef Products

@gentlna banned imports of all U.S. live cattle, beef, and beef products in 2002 due to concerns about
ovine spongiform encephalopathy (BSE). In June 2015, through Resolution 238/2015, Argentina’s
Natlonal Agricultural and Food Health and Quality Service (SENASA) published new import requirements

for ruminants and ruminant products, replacing previous requirements. Resolution 238/2015 adopted three
World Organization for Animal Health (OIE) categories for BSE risk classification. Through Resolution
238/2015, Argentina recognized the OIE’s classification of the United States as a country with negligible
BSE risk. In March 2016, the U.S. Department of Agriculture (USDA) sent a proposal to Argentina
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requesting full market access for all U.S. beef and beef products. USDA is working with SENASA on the
proposal.

Animal Health

Pork (b\

Argentina does not currently allow imports of U.S. pork. In October 2016, the United States proRo%{
revisions to SENASA on the sanitary certificate to address concerns raised by Argentina in ;@ s
discussions. SENASA had indicated that it will only accept imports of U.S. pork from herd, ave
tested negative for Trichinellosis and have no reported cases of Porcine Reproductive an @L
Syndrome (PRRS). The United States does not consider these requirements to be science- , however,
and the OIE does not recognize trade in pork as posing a threat of transmitting the disea *S. producers
maintain stringent biosecurity protocols that have virtually eradicated trichinae¢in commercial pork
production. Thus, the risk of introducing PRRS into the Argentine herd due to th&gpdrt of U.S. pork is
negligible. The United States will continue to engage with SENASA to resolve % issues.

Poultry Q
Q&

Argentina does not allow imports of fresh, frozen, and chilled go from the United States due to

concerns over Avian Influenza (Al). Argentina also has not recoggidyd the U.S. sanitary inspection system
as equivalent to the Argentine system. In October 2015, U Animal and Plant Health Inspection
Service (APHIS) and Foreign Agricultural Service provided S SA a comprehensive presentation on the
status of Highly Pathogenic Avian Influenza (HPAI) i Wnited States and on the success of the U.S.
Government’s eradication program. In addition, APHIS ested that Argentina regionalize its restrictions
related to HPAI either by state or county. On No?nl!er 30, 2015, APHIS informed SENASA that the
United States had complied with all the requiref\OIP® actions and requirements related to HPAI needed to
be declared free of the disease after the 201 5(RAY outbreak. Argentina has indicated that it would accept
cooked poultry products from the United@e‘ Zbut there is no agreement yet on the terms of the necessary
sanitary certificate as Argentina has mg'&t ed that the U.S. poultry inspection system is not equivalent to
the Argentine system.

IMPORT POLICIES &\
Tariffs OE

Argentina is a mg @ of the Southern Common Market (MERCOSUR), formed in 1991 and comprised
of Argentina, Begzj}, Paraguay, and Uruguay. Venezuela was suspended as a full member from
MERCOSU@ cember 2016. MERCOSUR maintains a Common External Tariff (CET) schedule with
most favo@ 1on (MFN) applied rates ranging from zero percent to 35 percent ad valorem. Argentina’s
impo %< follow the MERCOSUR CET with some permitted exceptions. Argentina’s average MFN
appk riff was 13.6 percent in 2015. Argentina’s average bound tariff rate in the WTO is significantly

i at 31.8 percent. According to current MERCOSUR rules, any good introduced into any member

§ try must pay the CET to that country’s customs authorities. If the product is then re-exported to any

er MERCOSUR country, the CET must be paid again to the second country. Modifications to
@ MERCOSUR tariff rates are made through resolutions and are published on the official website, which can
be viewed at: http://www.mercosur.int/innovaportal/v/7661/2/innova.front/resoluciones-2016.

MERCOSUR members have agreed to increase import duty rates temporarily to a maximum rate of 35
percent on 100 tariff items per member country. For Argentina, the list of products subject to the maximum
tariff rate as of January 2016 can be viewed at:
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http://servicios.infoleg.gob.ar/infoleglnternet/anexos/255000-259999/257919/norma.htm.

MERCOSUR member countries are also allowed to set import tariffs independently for some types of
goods, including computer and telecommunications equipment, sugar, and some capital goods. Argentina
imposes a 14 percent tariff on imports of capital goods that are also produced domestically. Imports of
certain other capital goods that are not produced domestically are subject to a reduced ad valorem tariff of
2 percent. A list of the goods affected and their respective tariff rates can be found at!
http://servicios.infoleg.gob.ar/infolegInternet/anexos/250000-254999/254829/norma.htm.

In2010, MERCOSUR’s Common Market Council (CMC) advanced toward the establishment o ms
Union with its approval of a Common Customs Code (CCC) through Decisions 027/2010 ecision
056/2010 (both dated December 2010) to implement a plan to eliminate the double applic '(%0"(’ the CET
within MERCOSUR. All MERCOSUR members must ratify the CCC for it to take e@ ut thus far,

only Argentina has done so.
4 4

Argentina has bilateral arrangements with Brazil and Uruguay on automobik#and automotive parts
intended to provide preferential treatment among the three countries. Mex#&o Jnd Argentina also have a
separate bilateral trade agreement regarding automobiles and automotiv@

Nontariff Barriers Q

Import Licenses O E

Argentina subjects imports to automatic or non-aytoNWt:c licenses that are managed through the
Comprehensive Import Monitoring System (SIMI), est\Jished in December 2015 by the National Tax
Agency (AFIP) through Resolutions 5/2015 and 382 15. The United States continues to have significant
questions about whether the adoption of the f\IMI¥brings Argentina’s import licensing measures into
compliance with its WTO obligations, and Q ited States is working with Argentina to address these
concerns. M

The resolutions require that importers szﬁhit electronically detailed information about goods to be imported
into Argentina. Once the info \W is submitted, relevant Argentine government agencies review the
application through a “Sin mdow System for Foreign Trade.” The automatic import licensing
requirements apply to appr%tely 87 percent of Argentina’s tariff schedule. The list of products subject
to non-automatic licensing been modified several times, with a net increase since the beginning of the
SIMI system. As of Recdmfoer 2016, Argentina maintained non-automatic import license requirements on
12,348 12-digit ja lines, including on products the government deems import-sensitive such as
automobiles, of pnd cardboard, iron and steel, nuclear reactors, electrical materials and parts, toys,
textiles and el, and footwear. The full text of Resolution 5/2015 with the affected tariff lines can be
accessed ft: WIP://servicios.infoleg.gob.ar/infolegInternet/anexos/255000-259999/257251/norma.htm.

Forgi %ransactions Monitoring Unit

vember 2014, via Decree 2103/2014, the Argentine government established the Unit of Monitoring
d Traceability of Foreign Trade Operations, coordinated by the Chief of Cabinet with participation from
the Ministry of Economy, the Customs Office, the AFIP, the National Securities and Exchange
Commission, Financial Information Unit, and the Central Bank, among other financial regulatory agencies.
The stated objective of this Joint Unit is to track all international trade operations to ensure transparency
and accuracy and to prevent over- and under-invoicing by commercial entities. Many enterprises,
especially multinationals, have expressed concerns that this Joint Unit further increases governmental
controls over international trade.
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Customs Valuation

Argentina continues to apply reference values to several thousand products. Under this system, authorities
establish benchmark unit prices for customs valuation purposes for certain goods that originate in, or are
imported from, specified countries. These benchmarks are not, in fact, “prices” because they are not paid
or payable when the respective goods are sold for export to Argentina. They are used, nonetheless, t
establish a minimum price for market entry and dutiable value. Importers of affected goods must pay dut
calculated on the reference value, unless they can prove that the transaction was conducted at arm’

Argentina also requires importers of any goods from designated countries, including the Uni %s, that
are invoiced below the reference prices to have the invoice validated by both the expagiyg country’s
customs agency and the appropriate Argentine embassy or consulate in that count@e Argentine
government publishes an updated list of reference prices and covered countries, whigh is available at:
http://www.afip.gov.ar/aduana/valoracion/valores.criterios.pdf. § S

N\

Certificates of origin have become a key element in Argentine impo %ures to enforce antidumping
measures, reference prices, and certain geographical restrictions. Arg€utina requires certificates of origin
for certain categories of products, including certain organic chengieds, tires, bicycle parts, flat-rolled iron
and steel, certain iron and steel tubes, air conditioning equipm od fiberboard, most fabrics (e.g., wool,
cotton, other vegetable), carpets, most textiles (e.g., knitted, CrefCheted), apparel, footwear, metal screws
and bolts, furniture, toys and games, brooms, and brysh®¥, ¢To receive the MFN tariff rate, a product’s
certificate of origin must be certified by an Argentine eWMassy or consulate, or carry a “U.S. Chamber of
Commerce” seal. For products with many internal onents, such as machinery, each individual part is
often required to be notarized in its country of or’gld, hich can be very burdensome. Importers have stated
that the rules governing these procedures are@l r and can be enforced arbitrarily.
*

Certificates of Origin

*
Express Delivery and Electronic Comn'{c»

On August 26, 2016, Argentina,i
or through an express delive
less and a weight not gre

Resolutions 3915 and 3916, allowing the import of goods via mail
e provider. Non-commercial mail shipments with a value of $200 or
an two kilograms may now be delivered door-to-door. Books, printed
material, and document@ e delivered door-to-door without the need to complete an international postal
shipment declaratio commercial courier shipments with a value of $1,000 or less and a weight not

@s are exempt from import licensing and certain other import requirements, subject

greater than 50 ki
to certain condi including an annual limit of five shipments per person. Buyers have to pay a 50
percent tax o @ but the first $25 of their orders.

Prior quance of these regulations, simplified customs clearance procedures on express delivery
shipgel§gs were only available for shipments valued at $1,000 or less, and some of the requirements for
P;%; such as having to declare the tax identification codes for senders and addressees, rendered the

ss time-consuming and costly.

Argentina does not have a centralized platform for, and does not allow the use of, electronically-produced
airway bills, which would accelerate customs processing and the growth of electronic commerce
transactions.
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O

Ports of Entry

Argentina restricts entry points for several classes of goods, including sensitive goods classified in 20
Harmonized Tariff Schedule chapters (e.g., textiles; shoes; electrical machinery; iron, steel, metal, and other
manufactured goods; and watches), through specialized customs procedures for these goods. A list of
products affected and the ©ports of entry for those products 1is available at:
http://servicios.infoleg.gob.ar/infolegInternet/anexos/130000-134999/131847/norma.htm. (b

Used Capital Goods Imports c%

ey

Argentina prohibits the import of many used capital goods. Under the Argentina-B tlateral
Automobile Pact, Argentina bans the import of used self-propelled agricultural machi less it is
imported to be rebuilt in-country. Argentina also prohibits the importation and sale o or retreaded
tires (but in some cases allows remolded tires); used or refurbished medical equipmant, including imaging
equipment; and used automotive parts. Argentina generally restricts or prohibit ithportation of any
remanufactured good, such as remanufactured automotive parts, earthmo equipment, medical
equipment, and information and communications technology products. @ ase of remanufactured

medical goods, imports are further restricted by the requirement that tl}e&; T of record must be the end

user, such as a hospital, doctor, or clinic. Such parties are generally ccustomed to importing and are
not typically registered as importers.

Domestic legislation requires compliance with strict conditioge entry of those used capital goods that
may be imported, as follows:

*

e Used capital goods can only be imported d&ly by the end user.

e Overseas reconditioning of the good?%S allowed only if performed by the original
manufacturer. Third-party techmc pptaisals are not permitted.

e Local reconditioning of the goo@s ject to technical appraisal to be performed only by the
state-run Institute of Industri ology (INTTI), except for aircraft-related items.

e Regardless of where the re 1on1ng takes place, the Argentine Customs Authority requires,
at the time of importatjon, the presentation of a “Certificate of Import of Used Capital Goods.”
This certificate is @’ by the Secretariat of Foreign Trade following approval by the

Secretariat of In . Pursuant to Resolutions 12/2014 and 4/2014 of January 2014, the
import certifi used capital goods has a duration of 60 working days from the issue date.
e The time p&iod during which the imported used capital good cannot be transferred (sold or
donatedyis four years.
Pursuant to D 46/2012, used capital goods that may be imported are subject to a 28 percent tax if
local prodygt f the good exists; a 14 percent tax in the absence of existing local production; and a 6
percent tak i€)he used capital good is for the aircraft industry. There are exceptions for used capital goods
empl certain industries (e.g., printing, textiles, mining, and in some cases, aviation), which permit
imp f the goods at a zero percent import tax.

%ovember 15, 2016, the government issued Decree No. 1174/2016, which reduces by 25 percent the
port tariffs for certain used capital goods that are needed as part of investment projects. Complementary
used capital and intermediate industrial goods, not more than 20 years old, for use in domestic production
lines are also eligible.
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Used Goods for Consumption

Resolution 909/1994, issued by the Ministry of Economy, places restrictions on the importation of certain
used goods for consumption, such as parts and components that are not used in the manufacture of other
products. Decree 1205, issued November 29, 2016, modified the list of restricted items and established
import tariffs ranging from 6 to 28 percent for some of these items. The full list of restricted items can be
viewed at http://servicios.infoleg.gob.ar/infoleglnternet/anexos/265000-269999/268328/norma.htm. Th
list includes electronic and recording equipment; railroad vehicles and other railroad parts;

photography and filming equipment; tractors; buses; aircrafts; and ships. O
Used Clothing Imports Q‘
Argentina maintains an import prohibition on used clothing. @v
National Supply Law

In September 2014, Argentina amended the 1974 National Supply Lanz:nd the ability of the
government to regulate private enterprises by setting minimum and maxi pfices and profit margins for
goods and services of private enterprises. Private companies determi he government to be making
“artificial” or “unjustified” profits may be subject to fines of up tq 10%nillion pesos (approximately $770
thousand) and a potential 90-day closure of their business. This % still in effect.

In February 2015, Argentina issued Resolution 17, which cr@s the “System of Monitoring the Supply

and Availability of Goods and Inputs” (SIMONA). S A is a data tracking tool that aims to detect
production or distribution issues before they affect supply® Argentina also uses SIMONA to collect price
data. Pursuant to Resolution 17, any company engg@m®; in production or distribution in Argentina must

report via SIMONA any impediments to its pro’chti n or distribution process.

Taxes ‘Q

*

In August 2012, the Argentine Tax A'u}lority (AFIP) issued Resolution 3373, which raised the rate of
certain taxes charged after imp jes are levied, thereby increasing the tax burden for importers. The
value-added tax (VAT) adva t&rose from 10 percent to 20 percent on imports of consumer goods, and
from 5 percent to 10 perceé imports of capital goods. The income tax advance rate on imports of all
goods increased from 3.peNdnt to 6 percent, except when the goods are intended for consumption or for
use by the importer, jn wi¥¢h case an 11 percent income tax rate applies.

Since 2009, Ardha

including mo @ phones, cameras, and tablets produced outside the Special Customs Area within Tierra

del Fuego fice. Additionally, imports of these electronics products were subject to a 35 percent import

duty, |Shports of electronic components were subject to a 12 percent duty. Decree 117/2017, issued

on %ry 17,2017, eliminates the 35 percent duty on imports of a number of electronic devices effective
, 2017, and the 12 percent import duty on electronic components as of February 21, 2017. The list

'oducts subject to Decree 117 can be found here:
&\ps://www.boletinoﬁcial. gob.ar/#!DetalleNorma/159229/20170220.

On July 5, 2016 the Ministry of Production and the Ministry of Energy and Mining issued Joint Resolutions
123 and 313, which allow companies to obtain tax benefits on purchases of solar or wind energy equipment
for use in investment projects that incorporate at least 60 percent local-content in their electromechanical
installations. In cases where local supply is insufficient to reach the 60 percent threshold, the threshold can
be reduced to 30 percent. The resolutions also provide tax exemptions for imports of capital and
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intermediate goods that are not locally produced for use in the investment projects. For a list of goods that
are not locally produced, see Amnex 1 of the resolutions, found at:
http://servicios.infoleg.gob.ar/infolegInternet/anexos/260000-264999/263282/norma.htm.

On August 1, 2016, Argentina issued law 27263, which, once implemented, will provide tax benefits to
automobile manufacturers for the purchase of locally-produced automotive parts and accessories
incorporated into specific types of vehicles. The tax benefits range from four to 15 percent of the value o(b
the purchased parts. The list of wvehicle types included in the regime can be see .
http://servicios.infoleg.gob.ar/infolegInternet/anexos/260000-264999/263955/Norma.htm. O

Consumer Goods Price Control Program Q

In January 2014, the Argentine government launched a voluntary consumer goods pria%ﬁrol program
called “Precios Cuidados.” Under the program, participating businesses agree to adhere o price caps on
nearly 200 basic consumer goods. Since January 2016, the program has been ext d Several times with
prices adjusted for inflation and additional products added to the program. The cgP®at program is in effect
until May 6, 2017 and includes 545 products. The full list of t »\@\ ods can be viewed at:
http://precioscuidados.gob.ar/. \

System of Advertised Prices” (SEPA) program, accessible onlg r via mobile app, to monitor retail
prices. Supermarkets are required to publish their price lis customers can submit firsthand price
information. Customers can complain about price increas®s”on any given product to the National
Commission for the Defense of Competition (CNDC, ich has the authority to fine companies if it
determines the price increases are not justified.

In February 2016, the Argentine government issued resolution IZ/EOQWhich established the “Electronic

EXPORT POLICIES \

Export Tariffs “Q
Argentina has a long history of ap lyin'gXxport tariffs on a variety of agricultural commodities to increase
government revenues, with lo s on processed goods to incentivize value-added processes. In
December 2015, through Dec, 133/2015 and 160/2015, the government eliminated export taxes on most
goods. A few export taxes ever, were retained. Soybeans are taxed at 30 percent; soy flour and oil at
27 percent; soy pellets gn er refined mixed soy oils at 27 percent; bovine leather at 10 percent; wool
not carded or combegagt rcent, and paper and cardboard waste for recycling at 20 percent. Export taxes
on biodiesel are 5 cent in December 2016. The full text of the decrees can be found at:
http://servicios.i .gob.ar/infolegInternet/anex0s/255000-259999/256979/norma.htm and
http://servici@ eg.gob.ar/infolegInternet/anexos/255000-259999/257076/norma.htm.

On Fe 2, 2016, the Argentine government issued decree 349/2016, eliminating previously-existing

exp Qitles on metal and non-metal mining products. Those duties had been between 5 and 10
cdit. The full text of the decree can be found at:

&//servicios.infoleg.gob.ar/infolegInternet/verNorma.do?id=258595.

A

@ The MERCOSUR Common Customs Code (CCC) restricts future export taxes and anticipates a transition
to a common export tax policy, but the CCC is not yet in effect. In November 2012, Argentina became the
first MERCOSUR member to ratify the CCC, but all MERCOSUR member countries must ratify the CCC
before it goes into effect.
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Export Ban

On July 2, 2016, pursuant to Decree 823/2016, Argentina implemented a 360-day ban on all exports of
scrap of iron, steel, copper, and aluminum.

Export Registrations and Permits

obtain Affidavits of Foreign Sales (“DJVE” or Declaraciones Juradas de Ventas al Exterior) and
the exportation with the Office of Coordination and Evaluation of Subsidies to Domestic C
(UCESCI). Approved DJVEs are valid for 180 days, except DJVEs for wheat, which are vali

In the case of soybeans and other soy products, exporters are required to pay 90 percent of ;%

ort tax at
er with the
Ministry of Production and the Ministry of Treasury and Public Finances, issued joint esolution 1-E,

the time of the DJVE approval. On September 26, 2016, the Ministry of Agroindustry

extending the DJVE requirement for the 2016-2017 agricultural year. S

Prior to March 30, 2016, an export permit was required for the exportation x ) products However, the
permit requirement was replaced by a requirement to obtain DJVEs prior, (\q)rt Export permits are still
required for the exportation of meat. However, meat exports are not ted in practice.

SUBSIDIES %

In October 2014, Argentina launched the “Ahora 12” progrQwhich allows individuals to finance the
purchase of certain domestically-manufactured goods, radging from clothing to home appliances, in 12
monthly installments without interest. The program ha®\Dten extended several times. On November 23,
2016, the program was extended until March 31, xb’f, and the duration of interest-free financing was
increased to 18 months. Consequently, the prog s rebranded “Ahora 18.” Products eligible for Ahora
18 include electronic notebooks and tablets, tht ackages, and motorcycles. The list of goods qualifying
for the program can be found at http: //WW alfotal2.gob.ar/.

Argentina provides full or partial VA"lt\funds to exporters of consumer goods. The Ministry of Agro-
Industry maintains a list of qual &gﬂgrlcultural products. The reimbursement scheme was last updated
in December 2016 @gh Decree 1341, which can be viewed at:
http://servicios.infoleg.go olegInternet/anex0s/270000-274999/270117/mnorma.htm. The decree also
provides an additional O nt refund to exporters of products that are certified with geographic or origin
indications; are certifigd rganic; or that meet quality and innovation standards that qualify the good to
be labelled “Arge ood a Natural Choice.” These certifications and labels are granted by the Ministry

Argentinafc
del F
int

tly has a tax-exempt trading area called the Special Customs Area (SCA), located in Tierra
vince. The SCA was established in 1972 through Law 19,640 to promote economic activity
thern province. The SCA program, which is set to expire at the end of 2023, provides benefits
e\fablished companies that meet specific production, exportation, and employment objectives. Goods
ced in Tierra del Fuego and shipped through the SCA to other parts of Argentina are exempt from
me local taxes and benefit from reductions in other taxes. Additionally, capital and intermediate goods
imported into the SCA for use in production are exempt from import duties. Goods produced in and
exported from the SCA are exempt from export taxes. Since November 2009, cell phones, televisions,
digital cameras, and other electronic items not produced in the SCA are subject to a 21 percent VAT. Some
products are brought from outside Argentina to facilities in the SCA where they are taken apart and
reassembled for sale inside Argentina in order to qualify for tax benefits.
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GOVERNMENT PROCUREMENT

Argentine law establishes a national preference for local industry for most government procurement if the
domestic supplier’s tender is no more than five percent to seven percent higher than the foreign tender. The
amount by which the domestic bid may exceed a foreign bid depends on the size of the domestic company
making the bid. The preference applies to procurement by all government agencies, public utilities, and \
concessionaires. There is similar legislation at the sub-national (state) level. (b

On November 16, 2016 the government passed a private-public partnership law (No. 27,328) that r@
public-private contracts. The law lowers regulatory barriers to foreign investment in public in ure
projects with the aim of attracting more foreign direct investment. However, the law co %“Buy
Argentina” clause which mandates at least 33 percent local content for every public proj &

Argentina is not a signatory to the WTO Agreement on Government Procurement, [yt it 18 an observer to
the WTO Committee on Government Procurement.

4
INTELLECTUAL PROPERTY RIGHTS PROTECTION \Q E
Argentina remained on the Priority Watch List in the 2016 Special Q eport. Enforcement challenges
e

and other factors have diminished market access for U.S. IP-intensive dustries. The absence of sustained
My have a deterrent effect, coupled with

enforcement efforts — including under the criminal laws — sufficieg
judicial inefficiency, have made it possible for La Salada, oy outh America’s largest black markets
for counterfeit and pirated goods, to flourish and generate“srhaller branches throughout the country.
Apparent lack of understanding about technology and gnl\s¢ furisdiction within the judicial system hinder
the ability of right holders, law enforcement, and pros rs to halt, through legal action, the growth of
illegal online markets. Some progress was made?QOIS with the closing of notorious online market
Cuevana.tv, though various mirror sites and a Wl platform still persist.

The situation for innovators in the ph ﬁqgtical and agrochemical sectors also presents significant
concerns. First, the scope of patenta@oject matter is significantly restricted under Argentine law.
Second, the patent pendency backlog conhtinues to be excessive. Third, there is no means of adequate
protection against unfair comm se and unauthorized disclosure of undisclosed test and other data
submitted to the government MiN\omMjunction with its lengthy and challenging marketing approval process.
The Argentine Congress i sidering legislative proposals to update the national seed law. Some
proposals may negative t the ability to protect and enforce plant variety rights and other intellectual
property rights. The Lnitde States will continue to engage Argentina on these and other issues.

SERVICES BA RS

Foreign '@‘Q

Sin cember 17, 2015, purchases of transportation tickets and tourist packages to travel abroad, if paid
% cash or by bank transfer, have been subject to a 5 percent tax.

&Jdiovisual Services

The Argentine government imposes restrictions on the showing, printing, and dubbing of foreign films in
Argentina. Argentina also charges ad valorem customs duties on U.S. film exports based on the estimated
value of the potential royalty generated from the film in Argentina rather than on the value of the physical
materials being imported.
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The National Institute of Cinema and Audiovisual Arts taxes foreign films screened in local movie theaters.
Distributors of foreign films in Argentina must pay screening fees that are calculated based on the number
and geographical locations of theaters at which the films will be screened within Argentina. Films that are
screened in 15 or fewer movie theaters are exempted.

The Media Law, enacted in 2009 and amended in 2015, requires companies to produce advertising and \
publicity materials locally or to include 60 percent local content. The Media Law also establishes a 7
percent local production-content requirement for companies with radio licenses. Additionally, the Megh

Law requires that 50 percent of the news and 30 percent of the music that is broadcast on the radj f
Argentine origin. In the case of private television operators, at least 60 percent of broadcast ¢ ust

be of Argentine origin. Of that 60 percent, 30 percent must be local news and 10 to 30 pe, %ust be

local independent content. ;

Insurance Services
e

Beginning in early 2011, the Argentine insurance regulator (SSN) prohibited cro?@rder reinsurance. As
a result, Argentine insurers have been able to purchase reinsura ly from locally-based
reinsurers. Foreign companies without local operations have not been @( to enter into reinsurance

contracts except when the SSN determines there is no local reinsuranQ acity.

In November 2016, however, SSN eased reinsurance restrictio llow foreign companies to provide
reassurance at 10 percent of the ceded premium, starting in J 2017. This percentage is scheduled to
be increased gradually to a maximum of 80 percent by 2024. requires that all investments and cash

equivalents held by locally-registered insurance compapidN\be located in Argentina.
Telecommunications V’
Telecommunication services are regulated %Media Law and the Digital Law. Presidential Decree
267/2015 amended the Media Law, addigs brdvisions that prohibit satellite television suppliers from also
providing telecommunications servic %cluding broadband Internet access) and video-on-demand
services. The amendment also prohibited*the bundling of satellite television with any telecommunications
services. In addition, the decre \iymins certain regulatory requirements for satellite television (e.g., an
obligation to carry certain fregfdg-aly television channels) that are not applied to cable television suppliers,
putting satellite providers a%vpetitive disadvantage. Moreover, mobile and fixed telephone companies
are prohibited from entgrin} the cable pay-TV market until January 1, 2018. The U.S. Government raised
concerns with Argepgiina¥¥out possible discriminatory aspects of the law. On December 30, 2016, the
@tions issued Decree 1340, which created a grandfather provision allowing satellite

Ministry of Com
television sup l@mt already held licenses for information technology services to continue providing
such service ding broadband Internet access. The Decree maintains the prohibitions on satellite

service prvpdcS from bundling services and on telephone companies from operating in the cable market
until JQ& ,2018.
\%’]‘MENT BARRIERS

&nsion System

In 2008, the Argentine Parliament approved a bill to nationalize Argentina’s private pension system and
transfer pension assets to the government social security agency. Compensation to investors in the
privatized pension system, including to U.S. investors, is still pending and under negotiation.
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Foreign Exchange

Hard currency earnings on exports of both goods and services must be converted to pesos in the local
official foreign exchange market. In January 2017, Argentina issued Resolution 47 granting exporters a
maximum of ten years from date of export to fulfill the requirement to convert foreign currency to pesos.
Also in January 2017, Argentina issued Resolution 1, which eliminated a previous requirement that capital
inflows into Argentina remain in the country for a minimum of 120 days. In August 2016, the Central BanI{b
issued Circular A 6037, which nullified a former requirement that Argentines obtain gove
authorization for foreign currency purchases in excess of $2 million. O

Localization Measures Q

Argentina maintains certain localization measures aimed at encouraging domestic @mtion. For
example, the Argentine National Mining Agency (Agencia Nacional de Minggia) requires mining
companies registered in Argentina to use Argentine-flagged vessels to transport mir@ls ahd their industrial
derivatives for export from Argentina. Argentina’s Mining Law (No. 3/2012) rdg®¥¥es mining companies
registered in Argentina to set up import-substitution departments to increa e@ ases of local goods and
services in connection with engineering projects. \

Argentina also requires that radio and television (via airwaves and ca% advertisements have a minimum

of 60 percent local content. %

In November 2015, the government issued Resolution 1219, w went into effect in May 2016, requiring
mobile and cellular radio-communication equipment wfacturers operating in Tierra del Fuego to
incorporate certain percentages of local content into t production processes and products, including
batteries, screws, chargers, technical manuals, and p?ging and labelling. The percentage of local content
required ranges from 10 to 100 percent depending On the process or item. For a detailed description of
local content percentage requirements, see: %‘ ervicios.infoleg.gob.ar/infolegInternet/anexos/255000-
259999/255494/norma.htm. In cases wherg‘lo¥4l supply is insufficient to meet local content requirements,
companies may apply for an exemptim\?'i/
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AUSTRALIA

TRADE SUMMARY

The U.S. goods trade surplus with Australia was $12.7 billion in 2016, a 10.3 percent decrease ($1.5 billion) \
over 2015. U.S. goods exports to Australia were $22.2 billion, down 11 percent ($2.8 billion) from th
previous year. Corresponding U.S. imports from Australia were $9.5 billion, down 12 percent. Ausfrahk

was the United States' 17th largest goods export market in 2016. O

U.S. exports of services to Australia were an estimated $22.3 billion in 2015 (latest data avail and U.S.
imports were $7.0 billion. Sales of services in Australia by majority U.S.-owned affili %re $51.4
billion in 2014 (latest data available), while sales of services in the United States by @y Australia-
owned firms were $22.5 billion. 4

4
U.S. foreign direct investment in Australia (stock) was $167.4 billion in 2015 1%&? data available), a 5.4
percent decrease from 2014. U.S. direct investment in Australia is led b nk holding companies,

mining, and finance/insurance. Q~

TRADE AGREEMENTS

The United States-Australia Free Trade Agreement (FTA) eto force on January 1, 2005. Since
then the U.S. and Australian governments have continued to™fieet regularly to review implementation.
Under the agreement, trade in goods and services and for direct investment have continued to expand.
Since the FTA entered into force, the value of annual UN{¥goods exports to Australia has risen 59 percent
to $22.2 billion in 2016. U.S. services exports stralia have increased by 223 percent since the
agreement entered into force. Over 99 percent qu 3. exports of consumer and industrial goods now enter
Australia duty free. Q

*
In addition to the United States, Austr'%(abg bilateral FTAs with Chile, China, Japan, Korea, Malaysia,
New Zealand, Singapore, and Thailand a¥ well as with ASEAN as a group. Australia is also a participant
in the Regional Comprehensiv mic Partnership (RCEP) Asian regional trade negotiations which
include, in addition to Australéa\th&ten ASEAN countries, China, Japan, Korea, India, and New Zealand.
In November 2015, Austraéd the European Union announced plans to launch an FTA negotiation.

SANITARY AND 6}( SANITARY BARRIERS

Animal Health @

Beef and BeghProducts

He gted beef: Australia’s Department of Agriculture and Water Resources (DAWR) notified the U.S.
a%?nent of Agriculture in June 2015, that Food Standards Australia New Zealand assessed the bovine
giform encephalopathy (BSE) status of the United States to be Category 1 as of May 28, 2015. U.S.

d Australian officials continue to work to finalize an export certificate for heat-treated, shelf-stable beef
products from the United States, after which the export of these products from the United States to Australia
will be able to resume. Australia seeks certification that heat-treated beef imports will be derived from
animals that are born, raised, and slaughtered in the United States. Taking into consideration World
Organization for Animal Health guidelines and U.S. BSE surveillance and control measures, the U.S.
Department of Agriculture is advocating that beef products made from beef from cattle imported from
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Canada or Mexico and slaughtered in the United States under FSIS jurisdiction should also be eligible for
processing into products exported to Australia.

Fresh beef: For fresh (chilled or frozen) beef and beef products, the Australian government announced in
2015 the start of a review of its import requirements for three countries that have applied for eligibility to
export to Australia: the United States, Japan, and the Netherlands. This review is considering fresh (i.e.,
chilled or frozen) beef and beef products such as meat, bone, and offal of cattle, buffalo, and bison, and 1
a necessary step in the process of fully reopening the Australian market to U.S. beef. In December 20
DAWR released a draft policy review on Australian import of fresh beef and beef products from th d
States and several other countries for stakeholder review. A final policy review with recommengery ill
be published after consideration of comments and will be the basis for a decision on import agged for fresh
U.S. beef. The United States will continue to urge Australia to open its market fully to U.§ ef and beef

products based on science, the OIE guidelines, and the United States’ negligible sk status as
recognized by the OIE.
4 4
Pork
Frozen boneless pork is currently the top U.S. agricultural export to A &7 valued at $136 million in

2015. However, due to concerns about porcine reproductive and resptrdQry syndrome (PRRS) and post-
weaning multisystemic wasting syndrome (PMWS), importatiqus fresh/chilled pork and bone-in
products are not currently permitted. The United States has requ%that Australia remove all PRRS- and
PMWS-related restrictions and has provided scientific evi(@ to document the safety of U.S. pork
products. The United States is engaged with Australia on tech¥€al matters related to this issue. The U.S.
Government will continue to make addressing access tQ tiz\Australian market for fresh/chilled pork, bone-

in pork, and pork products a high priority.
v

Poultry \

Australia currently prohibits imports of C&ed poultry meat from all countries except New Zealand.
While cooked poultry meat products mgy bgAmported, the current import conditions (as set out in an import
risk analysis) require that imported poultry meat products must be cooked to a minimum core temperature
of 74°C for 165 minutes or the walent. This temperature requirement does not permit importation of
cooked product that is s% r sale in restaurants or delicatessens, thus limiting commercial

opportunities.

In 2012, Australia inj 'a&n evaluation of whether it would grant access for U.S. cooked turkey meat to
the Australian : under amended import conditions. The Australian government is currently
conducting an iyl Tisk analysis to assess this issue. In August 2016, DAWR released the draft review
of cooked tur eat from the United States for comment. The United States has identified resolution of
fTigh priority and continues to work with Australia to gain meaningful commercial market

this issue @(
access:Q~ ed turkey meat.

nY{Health

&one Fruit

From 2013 to 2016, the United States gained access to the Australian market for all species of California
stone fruit. The United States is continuing to work with Australia to expand access for U.S. stone fruit
from other U.S. states.
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Apples

Australia currently prohibits the importation of apples from the United States based on concerns about fire
blight and other pests. The U.S. Government and U.S. stakeholders have engaged with Australian officials

to demonstrate that U.S. mature, symptomless apples pose no risk of transmission of fire blight. In October
2009, Australia published a pest risk analysis for apples from the United States and identified three
additional fungal pathogens of concern to Australian regulatory authorities. The United States provide({b
additional information to Australia in December 2014, and expects Australia to finalize the imporf{r
analysis for apples from the United States. The United States continues to work to obtain ag€€ss\to
Australia’s market for apples, which is a priority for the United States. Q~

GOVERNMENT PROCUREMENT

Under the AUSFTA, the Australian government opened its market for covered gove ment§rocurement to
U.S. suppliers, eliminating preferences for domestic suppliers and committing to fatr and transparent
procurement procedures. Since 2015, the Australian government has been nedoteting to accede to the
WTO’s plurilateral Agreement on Government Procurement.

INTELLECTUAL PROPERTY RIGHTS PROTECTION Q

Australia generally provides strong intellectual property rigl%otection and enforcement through
legislation that, among other things, criminalizes copyright pil@ﬁ d trademark counterfeiting. Under the
AUSFTA, Australia must provide that a pharmaceutical prodte#’patent owner be notified of a request for
marketing approval by a third party for a produc imed by that patent. U.S. and Australian
pharmaceutical companies have expressed concerns abow¥elays in this notification process.

*

SERVICES BARRIERS \

Audiovisual Services “Q

The Australian Content Standard of 2%5 requires commercial TV broadcasters to produce and screen
Australian content, including 55 \Wt of transmissions between 6:00 a.m. and midnight (and also requires
minimum annual sub-quotas tralian drama, documentary, and children’s programs). A broadcaster
must also ensure that Austréproduced advertisements occupy at least 80 percent of the total advertising
time screened in a yeagb en the hours of 6:00 a.m. and midnight, other than the time occupied by
exempt advertisemepts (Wich include advertisements for imported cinema films, videos, recordings, live
appearances by @s entertainers, and community service announcements). These local content
requirements do@ ply to cable or online programming.

Australia’

dcasting Services Amendment Act requires subscription TV channels with significant
ming to spend 10 percent of their programming budgets on new Australian drama programs.
l-content requirement applies to cable and satellite services, but does not apply to new digital
It¥channels or to online programming.

broadcast between 6:00 a.m. and midnight be performed by Australians. In July 2010, the Australian
Communications and Media Authority announced a temporary exemption from the Australian music quota
for digital-only commercial radio stations (i.e., stations not also simulcast in analog). This exemption was
renewed in 2014 and remains in effect.

&\e Australian commercial radio industry Code of Practice requires that up to 25 percent of all music
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INVESTMENT BARRIERS

Foreign direct investment into Australia is regulated by the Foreign Acquisitions and Takeovers Act 1975
and Australia’s Foreign Investment Policy. The Foreign Investment Review Board (FIRB), a division of
Australia’s Treasury, screens potential foreign investments in Australia above a threshold value that stands

at A$252 million as of January 1, 2016. Based on advice from the FIRB, Australia’s Treasurer may deny

or place conditions on the approval of particular investments above the threshold on national interes[b
grounds.

the AUSFTA, non-greenfield U.S. investments are only screened above a (higher) thresholduya¥qe, which
stands at A$1,094 million as of January 1, 2016. All foreign persons, including U.S. invesg st notify

Under the AUSFTA, all U.S. greenfield investments are exempt from FIRB screening. In add@der
the Australian government and get prior approval to make investments of 5 percent or enterprises
in the media sector, regardless of the value of the investment.

4 4

A number of recent instances of Australia’s state or territorial governments_c ling existing foreign
investment projects has prompted some concern about increased risks facin& j2n investors in Australia.

&
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BAHRAIN

TRADE SUMMARY

The U.S. goods trade surplus with Bahrain was $134 million in 2016, a 63.7 percent decrease ($234 million) \
over 2015. U.S. goods exports to Bahrain were $902 million, down 29 percent ($369 million) from th
previous year. Corresponding U.S. imports from Bahrain were $768 million, down 15 percent. Balr

was the United States' 78th largest goods export market in 2016.

U.S. exports of services to Bahrain were an estimated $321 million in 2015 (latest data availghl&and U.S.
imports were $1.1 billion.

U.S. foreign direct investment (FDI) in Bahrain (stock) was $168 million in 2015 (lagest data available).
4
The United States-Bahrain Free Trade Agreement ?*

Upon entry into force of the United States-Bahrain Free Trade Agree A) in August 2006, 100
percent of bilateral trade in consumer and industrial products, and m most agricultural products,
immediately became duty free. Duties on other products were pha egt gradually over the first ten years
of the Agreement. The FTA also provided a 10-year transitional%d for preferential tariff treatment for
certain quantities of textiles and apparel that did not meet th@) rwise applicable requirement of being
locally sourced, in order to assist U.S. and Bahraini produ in developing and expanding business
contacts. This provision expired on July 31, 2016, sugch\tkat textiles and apparel must now generally be

made from either U.S. or Bahraini yarn or fabric to ben rom preferential tariffs under the FTA.
*

TECHNICAL BARRIERS TO TRADE / SA TERY AND PHYTOSANITARY BARRIERS

Technical Barriers to Trade (1‘/9

Energy Drinks

In 2016, the six Member S of@/‘che Gulf Cooperation Council (GCC), working through the Gulf
Standards Organization ( notified WTO Members of a draft regional regulation for energy drinks.
The U.S. Government \S. private sector stakeholders have raised questions and concerns regarding
the draft regulation, jaglud¥g labeling statements regarding recommended consumption and container size,
as well as potenti rences in labeling requirements among GCC Member States.

Conformity A @; ent Marking

In De @013, GCC Member States issued regulations on the GCC Regional Conformity Assessment

Sch nd GCC “G” Mark in an effort to “unify conformity marking and facilitate the control process of

c¢mmon market for the GCC Members, and to clarify requirements of manufacturers.” U.S. and GCC

%ials continue to discuss concerns about consistency of interpretation and implementation of these

&gulations across all six GCC Member States, as well as the relationship between national conformity

@ assessment requirements and the GCC regulations, with a view to avoiding inconsistencies or unnecessary
duplication.
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Sanitary and Phytosanitary Barriers

In November 2016, the GCC announced that it would implement a December 2016 version of the “GCC
Guide for Control on Imported Foods” in October 2017. The United States continues to raise concerns
about the Guide, particularly a possible requirement to revise U.S. health export certificates for food and
agricultural products destined for GCC countries. The GCC has not provided a scientific justification for
its revised certificate statements, some of which may not follow the guidelines of the Codex Alimentariu
Commission, the International Plant Protection Convention and the World Organization for Animal Hga
The United States continues to request that the GCC delay implementation of the Guide and that@ ]

work to address these concerns. Q~

GOVERNMENT PROCUREMENT

The FTA requires covered entities in Bahrain to conduct procurements covered by tlie agrdement in a fair,
transparent, and nondiscriminatory manner. S

Bahrain is an observer but not a signatory to the WTO Committee on Gove@gProcurement.
INTELLECTUAL PROPERTY RIGHTS PROTECTION Q

As part of its FTA obligations, Bahrain enacted several laws to%ove protection and enforcement for
copyrights, trademarks, and patents. However, Bahrain has )@ ccede to the International Convention
for the Protection of New Varieties of Plants (1991), a requireient under the FTA.
*

Bahrain’s record on intellectual property rights (IPR) %ﬁon and enforcement continues to be mixed.
Over the past several years, Bahrain has launched 1 campaigns to block illegal signals and prohibit
the sale of decoding devices in order to combatppirady of cable and satellite TV, and has launched several
public awareness campaigns regarding [PR @y. However, many counterfeit consumer goods continue
to be sold openly. Y
As the six GCC Member States explore firther harmonization of their IPR regimes, the United States will
continue to engage with GCC i &'wns and the Member States and to provide technical cooperation and
capacity building programs RYolicy and practice, as appropriate and consistent with U.S. resources

and objectives.

OTHER BARRIE%0

In 2015, the Mi@ of Industry, Commerce and Tourism issued an order banning network marketing
1 has been used to prevent direct selling and multi-level marketing organizations from

schemes. Th
operating firain; one U.S.-headquartered multi-level marketing firm was ordered to close its storefront
and c@‘ s in Bahrain with little advance warning.

X
O
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BANGLADESH

TRADE SUMMARY

The U.S. goods trade deficit with Bangladesh was $5.0 billion in 2016, a 0.6 percent decrease ($32 million) \
over 2015. U.S. goods exports to Bangladesh were $895 million, down 5.0 percent ($47 million) from th
previous year. Corresponding U.S. imports from Bangladesh were $5.9 billion, down 1.3 peige
Bangladesh was the United States’ 79th largest goods export market in 2016. O

U.S. foreign direct investment in Bangladesh (stock) was $589 million in 2015 (latest dat Qﬁble), a
24.3 percent increase from 2014. §$~
IMPORT POLICIES !

4
Bangladesh’s import policies are outlined in the Import Policy Order issued by_t inistry of Commerce.
Foreign exchange is controlled by the Bangladesh Bank in accordance V\ eign Exchange Control

policies. Q~

All imports, except for capital machinery and raw materials for ind st& use, must be supported by a letter
of credit. A letter of credit authorization form and a cash bond ( g from 10 percent to 100 percent of
the value of the imported good) are also required.

Tariffs X & ¢

The Import Policy Order is the primary legislative t?\g‘overning customs tariffs. Tariffs are a significant
source of government revenue, which greatly cc]@h ates efforts to lower tariff rates.

Bangladesh levies tariffs at four prima l‘egs of imported goods, and publishes the applied rates at:
http:/customs.gov.bd/portal/services/tap{l/ipdex.jsf. Generators, information technology equipment, raw
cotton, textile machinery, certain types o}machinery used in irrigation and agriculture, animal feed for the

poultry industry, certain drugs edical equipment, and raw materials imported for use in specific
industries are generally exe oM tariffs. Samples in reasonable quantity can be carried by passengers
during travel and are not sulggad§ to tariffs; however, samples are subject to tariffs if sent by courier.

The average Most Eayor ation (MFN) tariff rate is 15.5 percent, with average rates for agricultural

transp, ocess. Other charges applicable to imports are an advance income tax of 5 percent; a value-

add of 5 percent to 15 percent, with exemptions for input materials previously mentioned; and a

mentary duty of 10 percent to 150 percent, which applies to luxury items such as cigarettes and
&me.

@ Bangladesh has abolished excise duties on all locally produced goods and services, with certain exceptions.

For example, services rendered by banks or financial institutions are subject to a tax on each savings,
current, loan, or other account with balances above defined levels, and certain taxes apply to airline tickets.
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Nontariff Measures

All importers, exporters, and brokers must be members of a recognized chamber of commerce as well as
members of a Bangladesh organization representing their trade.

Import Licenses

In general, documents required for importation include a letter of credit authorization form, a bill of ladi
or airway bill, commercial invoice or packing list, and certificate of origin. For certain imported i T
services, additional certifications or import permits related to health, security or other matters red
by the relevant government agencies. Reduced documentation requirements apply for the puglicgector.

Bangladesh imposes registration requirements on commercial importers and private in@ consumers.
In some cases, the registrations specify maximum values of imports. Commercial ingporters are defined as
those who import goods for sale without further processing. Private industrial consu‘f& ate units registered
with one of four sponsoring agencies: the Bangladesh Export Processing Zoe?&thority, for industries
located in the Export Processing Zones (EPZs); the Bangladesh Small and Industries Corporation,
for small and medium-sized enterprises; the Handloom Board, for hangdfyowg¥industries run by weavers’
associations engaged in the preservation of classical Bangladesh weaythd€echniques; and the Bangladesh
Investment Development Authority (BIDA) (formerly the Boz@ nvestment), for all other private
industries.

Commercial importers and private industrial consumers (with the’exception of those located in EPZs) must
register with the Chief Controller of Imports and ExpQrt\\y#thin the Ministry of Commerce. The Chief
Controller issues import registration certificates (IRC). RC is generally issued within 10 days of receipt
of the application. Commercial importers are fre fmport any quantity of non-restricted items. For
industrial consumers, the IRC specifies the max'ﬂl value (the “import entitlement”) for each product that
the industrial consumer may import each mcluding items on the restricted list for imports.  The
import entitlement is intended as a meansgs tnOrfitor imports of raw materials and machinery, most of which
enter Bangladesh at concessional duty '{:31/

Registration Certificate \\/

Registered commercial an%strial importers are classified into six categories based on the maximum
value of annual imports, [Nl registration fees and annual renewal fees vary depending on the category.
For example, for thesixtiategory, which applies if annual imports exceed approximately $640,000, the
initial registratio approximately $770 and the renewal fee is approximately $385.

An importer apply in writing to the concerned Import Control Authority (ICA) for registration in any
of the six(C ries, and provide necessary documents, including an original copy of the “Chalan” (the
Treas ent form) as evidence of payment of the required registration fees. The ICA makes an
end ent under seal and signature on the IRC for each importer, indicating the maximum value of annual
i s and the renewal fee. An importer may not open a letter of credit in excess of the maximum value
%nual imports.

Indentors (representatives of foreign companies or products compensated on a commission or royalty basis)
and exporters must also pay registration and renewal fees, of approximately $500 and $250, and $90 and
$60, respectively.
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GOVERNMENT PROCUREMENT

Government procurement is primarily undertaken through public tenders under the Public Procurement Act
0f 2006 and conducted by the Central Procurement Technical Unit (CPTU). The CPTU was established in
April 2002 as a unit within the Implementation Monitoring and Evaluation Division (IMED) of the Ministry
of Planning. A Director-General who reports directly to the Secretary of IMED leads the CPTU. The
government of Bangladesh publicly subscribes to principles of international competitive bidding; however

charges of corruption are common. Bangladesh recently launched a national electronic Govem@
Procurement portal at http://eprocure.gov.bd, but U.S. companies have raised various concerns a e
use of outdated technical specifications, the structuring of specifications to favor preferred b1

lack of overall transparency in public tenders. Public-private partnership projects are awar% nder t he

PPP Act of 2015. g

Bangladesh is not a signatory to the WTO Agreement on Government Procurement. ]

INTELLECTUAL PROPERTY RIGHTS PROTECTION ?N

Although Bangladesh has shown improved enforcement of IPR, count s&)ds continue to be widely
available, and music and software piracy are widespread. U.S. and mternational companies in the
software, publishing, clothing, and consumer product industries coupl¥n that inadequate IPR enforcement
damages their business prospects in Bangladesh and, in certain % damages them in other markets due
to pirated physical goods sourced from Bangladesh. Banglaf in the initial stages of formulating a

national intellectual property policy which holds promise in acd essmg the challenges facing IPR holders

in Bangladesh, but the effort has unfortunately not mad surable progress during the past year.
Foreign software companies face significant challe Wwith registering and enforcing their copyrights in
Bangladesh. Although the annual bilateral trad between the United States and Bangladesh, the Trade

and Investment Cooperation Framework ent have made progress on this issue by attaining
recognition for certain foreign country cml ts, Bangladesh has not yet instituted a gazette notification

system that would make enforcement g rights practicable.
SERVICES BARRIERS \\/
Foreign companies are all to provide services in Bangladesh except in sectors that are subject to

administrative licensing@rogesses. Yet new market entrants face significant restrictions with respect to most
regulated commercighfieMS§ (including telecommunications, banking, and insurance), and the process for
establishing lega @s such as financial institutions is subject to strict regulatory requirements. There
have been repg licenses are not always awarded in a transparent manner. Transfer of control of a
business fro @ al to foreign shareholders requires prior approval from the Bangladesh Bank (control is
defined a@ ability to control the board of directors or a majority of the directors). In 2016, the
Bang] nvestment Development Authority (BIDA) was formed from the merger of the Board of
Inv t and the Privatization Commission. BIDA’s goal is to push for implementation of a One-Stop
% e Act and to become Bangladesh’s one-stop private investment promotion and facilitation agency.

&lecommunications

In 1997 the government of Bangladesh opened telecommunications services to increased competition by
removing the sector from the “Reserve List,” and established the Bangladesh Telecommunication
Regulatory Commission (BTRC) as the regulatory authority. The BTRC was established to facilitate
dependable telecommunication services, with the mobile sector as its primary focus. Yet BTRC’s licensing
practices limit foreign participation in the telecommunications industry. Furthermore, frequent changes to
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regulations and tax policy in the sector increase business uncertainty, thereby decreasing the incentive to
invest.

Bangladesh imposes the highest taxes on mobile services of any country in South Asia. Taxation of the
mobile industry represents the largest source of tax revenue for the government of Bangladesh. Under the
present tax regime, the mobile industry is taxed like a supplier of luxury goods, with a series of taxes
imposed at various levels of operation. Mobile network operators pay 5.5 percent of their revenue to th
BTRC as a spectrum fee, 1 percent of their revenue into a social obligation fund, and approximat
$633,000 as an annual licensing fee. A tax of approximately $1.25 is imposed on the sale of SI S,
and a three percent supplementary duty is applied to charges for phone usage. Handsets are subjeyt 15
percent import duty. Under the 2013-2014 Finance Act, the corporate income tax r EQ)? listed
telecommunications companies was raised to 40 percent from the prior rate of 35 pe , while the
corporate income tax rate for mobile service providers that are not publicly listed in the @desh capital
markets is 45 percent.

infrastructure. For example, Grameenphone — the country’s largest tele ications provider — has
signed infrastructure sharing agreements with Banglalink, Robi, Airt adesh, as well as over 50
providers of Mobile Network Operators, Interconnection Exchange, ational Gateway, International
Internet Gateway, International Terrestrial Cable, Internet Proto olQlephony Service Provider, Public
Switched Telephone Network, Worldwide Interoperability fesMicrowave Access, Internet Service
Provider, and Nationwide Telecommunication Transmission k services. In addition, the BTRC is in
the process of drafting new mobile network tower guidelineS="However, the process for drafting these
guidelines has been delayed for nearly three years, and dr idance would impose a cap of 49 percent on
foreign ownership of mobile network towers.

Owners of passive network infrastructure (such as mobile network tow ers; a bhged to share their

*
The high tax rates adversely affect the telecom Y;n industry’s growth and expansion. Moreover, the
National Board of Revenue has sought to ew telecommunication tax policies retroactively. For
example, government regulators have so vy taxes on mobile providers that sold SIM cards between
July 2009 and December 2011 wit ulﬁLOVldll’lg regulators with the notice called for under later
regulations.

}N: population in Bangladesh. 3G licenses were awarded at the end of
0 percent of the population has 3G coverage. The government is keen to
ladesh by the end of 2017, and has given approval to state-owned operator
bile operators to provide the service. According to the BTRC, the government
will auction 4G m in June 2017 as the guidelines for 4G services are being prepared. Mobile
operators are ¢ preparing their networks and conducting 4G LTE trials before the upcoming 4G
spectrum lic ocations.

wargg)

tEn 22 of the Insurance Act of 2010 allows foreign investors to buy or hold shares in an insurance
any, and permits exclusively foreign-owned companies to supply insurance without local or state-

&med enterprise equity participation. However, U.S. companies have reported that permission to open

2G networks cover almost t
2013, and now approxima
introduce 4G services i
Teletalk and three prj

branch offices can be politically influenced and, at present, the government of Bangladesh is not permitting
new exclusively foreign-owned companies into the insurance market.

Currently, foreign insurance firms and their local partners can hold a stake of up to 60 percent in an insurance
company in Bangladesh. To attract more multinational insurers into the market, the government has outlined
plans that would increase the percentage stake foreign firms are permitted to hold.
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National Payment Switch

In December 2012, Bangladesh began phasing in a National Payment Switch (NPSB) for processing
electronic transactions through various channels, including ATMs, point of sale, mobile devices, and the
Internet.  The main objectives of the NPSB are to create a common electronic platform for payments
throughout Bangladesh, facilitate the expansion of debit and credit card-based payments, and promot
electronic commerce.

Initially, only ATM transactions were routed through the NPSB. Yet Bangladesh intends to gd’the
system and, at present, seems to be requiring certain point of sale transactions to be route %h the
system. In practical terms, the NPSB is limiting the ability of global suppliers of ele 1C payment
services to participate in the market. While there has been no formal guidance from adesh Bank
requiring them to do so, financial institutions report that they have been pressured informally to use NPSB

rather than other commercial payment switches available. Bangladesh Bank’s ion™as both regulator
and market participant (it owns NPSB) creates a formidable barrier for competj c;%h the NPSB.

magnetic strip data and cannot yet process the data stored on secure gi anks and payment networks

Security of NPSB transactions is another issue raised by market participafMp.\NIfne NPSB can only process
have requested that the central bank review its policies on theEN and hold discussions with all

stakeholders to address their security concerns.

Broadcasting O

*

According to the Bangladesh Telecommunication Act @)1, the government must approve licenses for

foreign-originating channels. Foreign television dis fors are required to pay a 25 percent supplementary
duty on revenue from licensed channels. \
OTHER BARRIERS ¢

*

Bureaucratic inefficiencies often disc'&rage investment in Bangladesh. Overlapping administrative
procedures and a lack of trans W in regulatory and administrative systems can frustrate investors
seeking to undertake project f%country. Frequent transfers of top- and mid-level officials in various
Bangladeshi ministries, di tes, and departments are disruptive and prevent timely implementation of
both strategic reform inigia and routine duties.

Repatriation of and external payments are allowed under current law. But U.S. and other
international i 0y have raised concerns that outbound transfers from Bangladesh remain cumbersome
and that appl ns to repatriate profits or dividends can be held for additional information gathering or
otherwise@yed, if tax disputes arise. Government officials cite concerns that allowing even limited

outwa@

nd other international companies have raised concerns that the National Board of Revenue has
arily reopened sometimes decades-old tax cases, with particular targeting of cases involving

&Jltinational companies.

Extortion of money from businesses by individuals claiming political backing is common in Bangladesh.
Other impediments to business include frequent transportation blockades called by political parties, which
can both keep workers away and block deliveries, resulting in productivity losses. ~ Vehicles and other
property are at risk from vandalism or arson during such blockades, and looting of businesses has also
occurred.

ers would lead to a flood of capital from Bangladesh.
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Land disputes are common, and both U.S. companies and citizens have filed complaints about fraudulent
land sales. For example, sellers fraudulently claiming ownership have transferred land to good faith
purchasers while the actual owners were living outside of Bangladesh. In other instances, U.S.-Bangladeshi
dual citizens have purchased land from legitimate owners only to have third parties make fraudulent claims
of title to extort settlement compensation.

Likewise, corruption remains a serious impediment to investment in Bangladesh. While the gove

has established legislation to combat bribery, embezzlement, and other forms of corruption, enforcgfffefis
inconsistent.  The 2007-2008 caretaker government attempted to address the culture of cq ol in
Bangladesh by increasing prosecutions, implementing systemic reforms, and strengthening Qle. of the
Anti-Corruption Commission (ACC), the main institutional anti-corruption watchdog. Co &T’efforts to
ease public procurement rules and proposals to curb the independence of the AC ever, have
undermined even these limited institutional safeguard efforts. A 2013 amendment to the ACT Law removed
the ACC’s authority to sue public servants without prior government permissioft=\While the ACC has
increased pursuit of cases against lower-level government officials and some_h -level officials, there

remains a large backlog of cases. \Q

Concerns over the safety of infrastructure and industrial relations pragficdg also have discouraged greater
investment and trade. The rapid growth of the garment sector jn Mgent years has led to unregulated
expansion in the number and size of factories. The collapse oféana Plaza building and the death of
1,129 workers in April 2013 highlighted health and safety co in the country’s factories and the lack
of effective oversight and regulation. Recent initiatives by tie#government of Bangladesh, international
garment buyers, and the International Labor Organizatk)q dave led to improvements in factory safety
standards and transparency over the past three years, althd®gh remediation of safety issues has progressed
unevenly. A lack of meaningful progress towards la fw reform overall, including in the country’s export
processing zones, has also been a major point §f cohcern for Bangladeshi and international stakeholders.
Limited protections for labor organizations, e forcement of existing protections, and long delays in
the labor court system have led to a degp Uidtfust of sanctioned association and bargaining processes, and
a reliance on unofficial or “wildcat” ind’@!

‘ .
actions.
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BRAZIL

TRADE SUMMARY

The U.S. goods trade surplus with Brazil was $4.1 billion in 2016, a 1.5 percent decrease ($61 million) over \
2015. U.S. goods exports to Brazil were $30.3 billion, down 4.3 percent ($1.4 billion) from the previou

year. Corresponding U.S. imports from Brazil were $26.2 billion, down 4.7 percent. Brazil was the Ugi

States' 12th largest goods export market in 2016. O

U.S. exports of services to Brazil were an estimated $28.1 billion in 2015 (latest data availaléXand U.S.
imports were $7.8 billion. Sales of services in Brazil by majority U.S.-owned affiliates w %,0 billion
in 2014 (latest data available), while sales of services in the United States by majority @owned firms
were $2.0 billion. .

U.S. foreign direct investment in Brazil (stock) was $65.3 billion in 2015 (lat%@ta available), a 10.0
percent decrease from 2014. U.S. direct investment in Brazil is led by ring, nonbank holding
companies, and finance/insurance.

TECHNICAL BARRIERS TO TRADE / SANITARY AND PgY%SANITARY BARRIERS
Technical Barriers to Trade O
Telecommunications — Acceptance of Test Results -

Pursuant to Resolution 323 of November 2002, Brazilian National Telecommunications Agency
(ANATEL) requires testing of telecommunicatign products and equipment by designated testing facilities
in Brazil, rather than allowing testing by a fa(iNy Ctertified by an independent certification body. The only
exception is in cases where the equipmepyfs 0 large or too costly to transport to the designated testing
facilities. Because of these requireme’&n ’S. manufacturers and exporters must present virtually all of
their information technology and telecomMunication equipment for testing at laboratories located in Brazil
before that equipment can be p Wn the Brazilian market. This redundant testing increases costs for
U.S. exporters and can delay t@e to market for their products.

The United States has gr: Brazil to implement the Inter-American Telecommunication Commission
(CITEL) Mutual Recagnit¥eh Agreement (MRA) with respect to the United States. Under the CITEL MRA,
@ agree to provide for the mutual recognition of conformity assessment bodies and
mutual acceptaifeg/gé the results of testing and equipment certification procedures undertaken by those

bodies t e whether telecommunication equipment meets the importing country’s technical
h

regulation§. AT United States and Brazil are both participants in CITEL. If Brazil implemented the CITEL
MRA pect to the United States, it would benefit U.S. suppliers seeking to sell telecommunication
equi %t in the Brazilian market by accepting product testing and certification conducted in the United
t% meet Brazil’s technical requirements.

&ys — Conformity Assessment Procedures

In December 2016, Brazil’s National Institute of Metrology, Quality, and Technology (INMETRO) issued
a final measure providing for testing and conformity assessment requirements for toys (Ordinance
563/2016). The measure will enter into force on December 30, 2018. Since July 2014, INMETRO had
been developing new testing requirements (Ordinances 310/2014; 489/2014; 428/2015; and 597/2015),
which are intended to improve conformity assessment procedures and consolidate all toy-related
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certification requirements into a single measure. Under previous regulations, toy manufacturers were
required to register manufacturing facilities; the new regulation goes further and requires the registration

of each toy as part of a family of products. In addition, it appears that product labels have to bear a separate
registration number for each product family, which must be obtained through a new “Object Registration”
(Registro de Objeto) system prior to importation. The application of the new Object Registration system

to toys is expected to increase the complexity of the existing certification system, create delays in importing
toys, and increase costs for importers and Brazilian consumers. This system also requires U.S. exporters(b
to submit commercially sensitive and confidential business information.

Quality Requirements for Wine and Derivatives of Grape and Wine O

technical regulation to set the official identity and quality standards for wine and deriva§ f grape and
wine products. The U.S. Government and industry submitted comments on the dgaft regulation in July
2016. Previous drafts of this measure were notified to the TBT Committee in 2 nd 2015. The U.S.
industry continues to be concerned that Brazil’s definition of wine coolers and i?@cktails is overly trade
restrictive and does not allow for the addition of colors, aromas and flavo re already permitted in
spirits-based beverages. There are also concerns that the measure 1 ge analytical parameters for
laboratory analysis that do not correlate with the safety and quality o %duct. We seek to clarify the
varieties of grapes that are allowed to make fine wine, the types grs that may be added to wine for
sweetening, and the pesticides that are allowable. We also see ast a six month transition period to
adapt to new labeling requirements. The United States expre concern to Brazil regarding the drafts
of this measure in the June and November 2016 TBT Commtfee meetings. We will continue to raise
concerns and seek clarifications as Brazil finalizes this ure in 2017.

On May 24, 2016, Brazil notified the WTO Committee on Technical Barriers to Trade (TE&)Y the draft

Sanitary and Phytosanitary Barriers V‘

Pork ‘Q\

U.S. fresh, frozen and further process’{%ﬂ; products are ineligible for import into Brazil. Brazil has
indicated it will only authorize imports &f U.S.-origin pork and pork products that have been tested and
shown to be free of trichinae osherwise mitigated. The United States does not consider these
requirements for trichinosis t essary as U.S. pork producers maintain stringent biosecurity protocols
that serve to limit the inci of trichinosis in the United States to extremely low levels in commercial
swine. On August 10, 201 SDA sent a U.S. export certificate proposal for fresh pork and pork products
to the Ministry of Agrjculfe, Livestock, and Food Supply (MAPA). MAPA is reviewing the proposal.

IMPORT POL

Tariffs 0:

Bragi] 1§a member of the Southern Common Market (MERCOSUR) customs union, formed in 1991 and
1sed of Argentina, Brazil, Paraguay, and Uruguay. Venezuela was suspended as a full member from
COSUR in December 2016. MERCOSUR maintains a Common External Tariff (CET) schedule, with
ost favored nation (MFN) applied tariff rates ranging from zero to 35 percent ad valorem. The CET
allows for a limited number of exceptions, but Brazil’s import tariffs generally follow the MERCOSUR
CET. Brazil’s MFN applied tariff rate averaged 10 percent for agricultural products and 13.5 percent for
non-agricultural products in 2015. Brazil’s average bound tariff rate in the WTO is significantly higher at
35.4 percent for agricultural products and 30.8 percent for non-agricultural products. Brazil’s maximum
bound tariff rate for industrial products is 35 percent, while its maximum bound tariff rate for agricultural
products is 55 percent. Given the large disparities between bound and applied rates, U.S. exporters face
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significant uncertainty in the Brazilian market because the government frequently increases and decreases
tariffs to protect domestic industries from import competition and to manage prices and supply. The lack
of predictability with regard to tariff rates makes it difficult for U.S. exporters to forecast the costs of doing
business in Brazil.

Brazil imposes relatively high tariffs on imports across a wide range of sectors, including automobiles, \
automotive parts, information technology and electronics, chemicals, plastics, industrial machinery, steel,
and textiles and apparel. Under a July 16, 2015 MERCOSUR Common Market Council decision, qu%@
permitted to maintain 100 exceptions to the CET until December 31, 2021. Using these exception il
maintains higher tariffs than its MERCOSUR partners on certain goods, including cellu mes,
telecommunications equipment, computers and computer printers, wind turbines, certain %s and
pharmaceuticals, cosmetics, joint cement, hydrogenated castor oil, white mineral oils, hyd arbonate,
machining centers, speed changers, and certain instruments and models designed &mons‘traﬁon
purposes.

4
In2010, MERCOSUR’s Common Market Council (CMC) advanced toward the e ishment of a Customs
Union with its approval of a Common Customs Code (CCC) through Degf 5*027/2010 and Decision
056/2010 (both dated December 2010) to implement a plan to eliminate SQ ble application of the CET
within MERCOSUR. All MERCOSUR members must ratify the C r it to take effect, but thus far,
only Argentina has done so. Brazil’s executive branch continue% rk on draft legislation to ratify the
CCC.

part of its Uruguay Round commitments. Brazil has opened the TRQ, and therefore, no wheat has
been shipped under it. In April 1996, Brazil notified th&AWTO of its intent to withdraw the wheat TRQ in
accordance with the negotiating process establishe?ﬁrticle XXVIII of the GATT 1994. Brazil applies
the CET tariff rate for wheat of 10 percent, buncoutd increase this rate at any time to as high as the 55
percent WTO bound rate. The United State@n inues to seek predictable and meaningful access to the

*

Brazilian market for U.S. wheat growers%‘

Brazil agreed to establish a 750,000 metric ton (MT) duts—freQFN tariff-rate quota (TRQ) for wheat as

Nontariff Barriers \

Brazil applies federal and st t@ and charges to imports that can effectively double the actual cost of
imported products in Brazi e complexities of the domestic tax system, including multiple cascading
taxes and tax disputes the various states, pose numerous challenges for all companies operating in
and exporting to Bragzi ding U.S. firms.

—

For example, e@/e January 1, 2013, Brazil instituted a “temporary” regime for a reduction in the
Industrial Pr@ ax (IP]) that made preferential tax rates available to locally produced vehicles, provided
that manufa rs comply with a series of local content and other requirements. This program will remain
in eff f the end of 2017. As part of the program, the baseline IPI on all vehicles has been revised
up %O percent, which is equivalent to the level applied to imported vehicles under the prior regime.
er, those vehicles meeting certain levels of local content, fuel efficiency and emissions standards,
equired levels of local engineering, research and development, or labeling standards, receive tax breaks
&at may offset the full amount of the IPI. As a result, imported automobiles face a potential 30 percent
@ price disadvantage compared to equivalent vehicles manufactured in Brazil even before import duties are
levied.

On August 31, 2015, Brazil issued a decree to reform its excise tax regime for alcoholic beverages, which
introduced a tax advantage for domestic producers of cachaga, a distinctive product produced from
sugarcane. Pursuant to this decree, which was signed into law on December 30, 2015, Brazil imposes a 25
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percent ad valorem IP1 on domestically-produced cachaga, while imposing a 30 percent ad valorem IPI on
all other alcoholic beverages, including Tennessee Whiskey, bourbon, gin and vodka.

Brazil generally prohibits imports of used consumer goods, including automobiles, clothing, tires, medical
equipment, and information and communications technology (ICT) products, as well as imports of certain
blood products. However, Secretariat of Foreign Trade (SECEX) Ordinance 23/2011 establishes an
exceptions list of 25 categories of used goods approved for import under certain specific circumstances.
Brazil also restricts the entry of certain types of remanufactured goods (e.g., earthmoving equiplQ%;\
automotive parts, and medical equipment). Brazil only allows the importation of such goods if an i@ r
can provide evidence that the goods are not or cannot be produced domestically, or if they

other limited exceptions. fQ_

ain
A 25 percent merchant marine tax on ocean freight plus port handling charges at Brazil@@r‘[s also puts
U.S. products at a competitive disadvantage vis-a-vis MERCOSUR products.

4 4
Import Licenses and Customs Procedures ?*

All importers in Brazil must register with SECEX to access SECEX’s co @ed documentation system
(SISCOMEX). SISCOMEX registration is onerous, and includes a uQQ%m capital requirement.

Brazil has both automatic and non-automatic import license requgsedgents. Brazil’s non-automatic import
licensing system covers imports of products that require auth n from specific ministries or agencies,
such as agricultural commodities and beverages (Ministry o riculture), pharmaceuticals (Ministry of

Health), and arms and munitions (Ministry of Nation onse). Although a list of products subject to
non-automatic import licensing procedures is available\Q® the SISCOMEX system, specific information
related to non-automatic import license requirem nd explanations for rejections of non-automatic

import license applications are lacking. The Ipck of transparency surrounding these procedures creates
additional burdens for U.S. exporters. Q
*

U.S. footwear and apparel companies lyﬁ(ebf)ressed concern about the extension of non-automatic import
licenses and certificate of origin requiremtents on non-MERCOSUR footwear, textiles and apparel. They
also note the imposition of ad W monitoring, enhanced inspection, and delayed release of certain
goods, all of which negativel att the ability to sell U.S.-made and U.S.-branded footwear, textiles, and
apparel in the Brazilian maé

The Brazilian govergmen®mposes non-automatic import licensing requirements on imported automobiles
and automotive p cluding those originating in MERCOSUR countries. Delays in issuing the non-
automatic imporN#Censes negatively affect U.S. automobile and automotive parts manufacturers that export

vehicles to B@

U.S. ¢ s continue to complain of burdensome documentation requirements for the import of certain
typasoNgoods that apply even if imports are on a temporary basis. In addition, the Ministry of Health’s
%ry agency, ANVISA, must approve product registrations for imported pharmaceuticals, medical
es, health and fitness equipment, cosmetics, and processed food products. The registration process at
VISA typically takes from three months to more than a year for new versions of existing products and
more than six months for new products.

SUBSIDIES

The Plano Brasil Maior (Greater Brazil Plan) industrial policy offers a variety of tax, tariff, and financing
incentives to encourage local producers and production for export. For example, Brazil allows tax-free
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purchases of capital goods and inputs to domestic companies exporting over 50 percent of their output.
Similarly, the Reintegra program, launched in December 2011 as part of Plano Brasil Maior, exempted
from certain taxes exports of goods covering 8,630 tariff lines, and allowed Brazilian exporters to receive

up to three percent of their gross receipts from exports in tax refunds. The Reintegra program expired at
the end of 2013 and was reintroduced in July 2014 through Law 13043/2014. The program was amended

in September 2014 through Decree 8304 to add sugar, ethanol, and cellulose, among others, to the list of
eligible products. The Reintegra program was amended again in February 2015 (Decree 8415) and Octobelrb
2015 (Decree 8543), establishing that throughout most of 2015, exporters received one percent of gr
receipts from exports in tax refunds, dropping to 0.1 percent for 2016, and increasing to two per@ T
2017.

40 percent of the export price of the product. For a small number of eligible product otal cost of

For the majority of products eligible for Reintegra benefits, the total cost of imported inpu;&c%ﬁot exceed
imported inputs cannot exceed 65 percent of the export price.

4

In 2015 (latest data available), Brazil’s National Bank for Economic and Socia?evelopment (BNDES)
provided approximately $40.7 billion (R$135.94 billion) in assistance to y#&gioys*sectors of the Brazilian
economy through several different programs. BNDES provided approxipmty¥$1.3 billion (R$4.5 billion)
to the Investment Maintenance Program (PSI) in 2016 to finance t rchase of locally-manufactured
capital goods at preferential fixed rates. Most of the lending ugdeMthis program was used to finance
infrastructure projects under the Growth Acceleration and th istics Investment programs. Total
BNDES financing dropped 27.6 percent in 2015 compared to

Another BNDES program, FINAME, provides preferenti financing for the sale and export of Brazilian
machinery and equipment, and provides financing for t rchase of imports of such goods provided that
such goods are not produced domestically. The?&ﬁng is used to finance capacity expansions and
equipment purchases in industries such as stpxlta d agriculture. BNDES also provides preferential
financing for wind and solar farm developm ohtingent upon progressively more stringent local content
requirements. Currently, wind turbine gg)‘ rs of any nationality are eligible to receive preferential
BNDES financing, provided the wind tRwel# are built with at least 70 percent Brazilian steel by 2016, and
photovoltaic suppliers must use 60 percent Brazilian-made components by 2020. In 2015, BNDES funding
for FINAME was approximatel Wbillion (R$24.88 billion).

For the crop season of 201 ctober 1, 2016 through September 30, 2017), BNDES announced that it
will provide subsidized {u fR$17.4 billion for corporate and family agriculture. This is an increase of
18 percent from the 20N8/16 crop year. At least 43 percent of these funds will be part of the
“MODERFROT ’@gram, which finances the acquisition of domestically produced agricultural
machinery at su@ d interest rates that vary from 8.5 percent to 10.5 percent per year. An additional 11
percent will @ocated to finance the working capital of Brazilian agricultural cooperatives.

Brazil, al Regime for the Information Technology Exportation Platform (REPES) suspends Social
Int n Program (PIS) and Contribution to Social Security Financing (COFINS) taxes on goods
i ed and information technology services provided by companies that commit to export software and
ation technology services to the extent that those exports account for more than 50 percent of the
mpany’s annual gross income. The Special Regime for the Acquisition of Capital Goods by Exporting
Enterprises (RECAP) suspends these same taxes on new machines, instruments, and equipment imported
by companies that commit for a period of at least two years to export goods and services such that they
account for at least 50 percent of the company’s overall gross income for the previous calendar year.

Brazil provides tax reductions and exemptions on many domestically-produced ICT and digital goods that
qualify for status under the Basic Production Process (Processo Produtivo Basico, or PPB). The PPB
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provides benefits for the production and development of goods that incorporate a certain minimum amount
of local content. Tax exemptions are also provided for the development and build-out of
telecommunications broadband networks that utilize locally developed products and investments under the
Special Taxation Regime for the National Broadband Installation Program for Telecommunication
Networks (Regime Especial de Tributagcdo do Programa de Banda Larga para Implantacdo de Redes de
Telecomunicag¢des, or REPNBL-Redes).

this program, fertilizer producers receive tax benefits, including an exemption for the IPI on i

In 2013, Brazil passed the Special Regime for the Development of the Fertilizer Industry (REIF)@
orved
inputs, provided they comply with minimum local content requirements and can demonstrate inQL tin

local research and development projects.

Brazil also provides a broad range of assistance to its agricultural sector in the fo@iow interest
financing, price support programs, tax exemptions, and tax credits. Brazil establishesgminimium guaranteed
prices for specific commodities through different programs to ensure that the ret toproducers do not

fall below the guaranteed level. These programs include the Federal Goven?ﬂt Acquisition (AGF)
program, the Acquisition from Public Option Contracts (POC) program, th @n m for Product Outflow
(PEP) program, and the Premium Equalizer Payment to the Producer (P, program. Under the AGF
and POC programs, the Brazilian government purchases commoditiegAg¥Qaintain prices at the level of the
minimum guaranteed price. Under the PEP and PEPRO programsXproducers or processors receive a
government payment in return for purchasing commodities sl%d to specified regions in Brazil or
exported. The primary difference between these two progra@ hat the PEP payment goes to the first
purchaser of the commodity while PEPRO payments are madérough an auctioning system to producers
or cooperatives, but the administration of the programs\i}§ ¢he same. The amount of the PEP/PEPRO
payment is based on the difference between the minim rice set by the government and the prevailing
market price. Each PEP/PEPRO auction notice sp % the commodity to be tendered and the approved
destinations for that product, including export 'l%s:[i tions. From 2003 through 2015, approximately 38
million metric tons of commodities received@s nce under PEPRO at a cost of R$4.4 billion (U.S. $1.2
billion). Most of that assistance was for, tt‘ , corn, wheat, and oranges. In 2015, the PEPRO program
also supported the production of 33, ‘OeLetric tons of rubber. In November 2016, the Ministry of
Agriculture, Livestock, and Food Supply MMAPA) announced that they would use both the PEP and PEPRO
programs for wheat, which felh&%}he minimum price in October.
NT

GOVERNMENT PROC@/I

U.S. companies withqut bstantial in-country presence regularly face significant obstacles to winning
government cont d often are more successful in subcontracting with larger Brazilian firms. By
statute, a Brazili&gsgate enterprise may subcontract services to a foreign firm only if domestic expertise is
unavailable. i onally, U.S. and other foreign firms may only bid to provide technical services where
there are :@ 1fied Brazilian firms.

Bragi] Sves procurement preference to firms that produce in Brazil and that fulfill certain economic
% us requirements such as generating employment or contributing to technological development, even

ir bids are up to 25 percent more expensive than bids submitted by foreign firms not producing in

indigenously developed technology. The Ministry of Industry, Foreign Trade, and Services maintains an 8

&azil. The law allows for “strategic” ICT goods and services procurements to be restricted to those with

percent preference margin for domestic producers in the textile, clothing, and footwear industries when
bidding on government contracts, and 5 percent to 25 percent preference margins for domestically produced
backhoes, motor graders, and a variety of pharmaceuticals.
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In 2012, Brazil’s Ministry of Science, Technology and Innovation issued the “Bigger IT Plan,” which
establishes a process for the government to evaluate and certify that software products are locally developed
in order to qualify for price preferences. Brazil’s regulations (Decrees 8.184, 8.185, and 8.186) require
federal agencies and parastatal entities to give preferences as high as 25 percent for domestically produced
high technology products such as printers and data processing machines, executive jets, certain ICT
equipment, and local software services.

o
Presidential Decree 8.135, adopted in 2013, imposes cyber auditing requirements on IT systems usgd
Brazilian government entities. The decree continues to be implemented in stages and is a concern

technology companies because of the potentially prohibitive costs of having a system certi an
individual market.

State-controlled oil company Petrobras’ local content requirements are established @egulated by
Brazil’s National Petroleum Agency (ANP). Local content requirements vary by hydrocarbon resource
block (the geographic area that is awarded by the Brazilian government to comp&;ie‘s for oil and gas
exploration), and within that block local content requirements differ for equipmen rkforce and services.
Beginning with offshore bid rounds in 2003, local content requirements w Q w as 30 percent. Over
time, ANP requirements have gradually become more rigorous W1th ontent requirements now
commonly ranging between 37-60 percent depending on the location pe of hydrocarbon block to be
explored. Technology-intensive equipment and services are subj ctﬁhlgher local content requirements
than low-technology equipment and services. é

Brazil is not a signatory to the WTO Agreement on GovemmeQrocurement (GPA).

*

INTELLECTUAL PROPERTY RIGHTS PROTE N
*

Brazil remained on the Special 301 Watch L1 16. Brazil is an increasingly important market for
domestic and foreign [P-intensive industries; er, administrative and enforcement challenges continue
to stymie market access. Brazil has ta @ to address a backlog of pending patent and trademark
applications, including the implement % a Patent Prosecution Highway pilot program for oil and gas
industry applications, but considerable ddlays remain, with reported pendency averages of three years for
trademarks and 11 years for pa \,A regulation that gives the health regulatory agency, ANVISA, the
authority to conduct a paral @Q&W of patent applications for pharmaceutical products and processes
further exacerbates delays tent registrations and has prevented patent examination by the National
Institute of Industrial Piop&y (INPI). Further, while Brazilian law and regulations provide for protection
against unfair comm, e of undisclosed test and other data generated to obtain marketing approval for
veterinary and a ral chemical products, similar protection is not provided for pharmaceutical
products. Addit , in spite of continued enforcement efforts by some Brazilian agencies, pirated and
counterfeit g?r main in physical markets, and pirated content is readily accessible online. The United
States wil ue to engage Brazil on these and other IP-related issues.

Q~
&v
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SERVICES BARRIERS
Audiovisual Services and Broadcasting

Brazil imposes a fixed tax on each foreign film released in theaters, on foreign home entertainment products,
and on foreign programming for broadcast television. The taxes are significantly higher than the
corresponding taxes levied on Brazilian productions. (b

Remittances to foreign producers of audiovisual works are subject to a 25 percent income withholdg @
The producer can elect to invest 70 percent of this tax in local independent productions. In adda 'd@cal
distributors of foreign films are subject to a levy equal to 11 percent of remittances to the forgg %ducer.
This levy, a component of the CONDECINE (Contribution to the Development of 18nal Film
Industry), is waived if the producer agrees to invest an amount equal to three percent o emittance in
local independent productions. The CONDECINE levy is also assessed on forgign video and audio
advertising. S

\/
Brazil requires that all films and television shows be printed locally. Im f color prints for the
theatrical and television markets is prohibited. Domestic film quotas als@ or theatrical screening and

home video distribution. Q

In 2011, Brazil enacted law 12.485, which covers the subscriptio%vision market, including satellite and
cable television. The law permits telecommunication comp@w o offer television packages with their
services and removes the previous 49 percent limit on foreig nership of cable television companies.
However, there are content quotas requiring every chas air at least three and a half hours per week of
Brazilian programming during prime time. Additio , one-third of all channels included in any
television package must be Brazilian. The law also?al(es subscription television programmers subject to
the 11 percent CONDECINE levy on remittanges. Yhis levy may be waived if an amount equal to three
percent of remittances is invested in locglgrotuctions. In addition, the law delegates significant
programming and advertising regulatorrﬁ‘ rity to the national film industry development agency,
ANCINE. '\

Cable and satellite operators are W to a fixed levy on foreign content and foreign advertising released
on their channels. Foreign o 31}%) in media outlets is limited to 30 percent, including the print and “open
broadcast” (non-cable) telog sectors. Eighty percent of the programming aired on “open broadcast”
television channels mus{ b&\Brazilian.

Express Deliver @ces

@\ ety service companies face significant challenges in the Brazilian market due to numerous
barriers, i &a g high import taxes, an automated express delivery clearance system that is only partially
functi afd a lack of a de minimis exemption from tariffs for express delivery shipments. Brazil’s US
$50 gi'm'mis exemption applies only to postal service shipments to individuals.

razilian government charges a flat 60 percent duty for all goods imported through the Simplified
stoms Clearance process used for express delivery shipments. This flat rate is higher than duties
normally levied on goods arriving through regular mail, putting express delivery companies at a competitive
disadvantage. The Simplified Customs Clearance process is applicable only to shipments having no
commercial purpose; business-to-business and business-to-consumer shipments are not eligible for express
clearance. Moreover, Brazilian Customs has established maximum value limits of $5,000 for exports and
$3,000 for imports sent using express services. Express delivery companies may transport shipments of
higher value, but such shipments are subject to a formal import and declaration process.
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Financial Services

Through Resolutions 225 and 232, the Brazilian National Council on Private Insurance (CNSP) restricts
foreign insurers’ participation in the Brazilian market. Brasil Resseguros SA, a state-controlled company,
monopolized the provision of reinsurance in Brazil until the enactment of Complementary Law 126 in 2007,
which allowed private reinsurers to operate in the Brazilian market. The Superintendent Office of Privat
Insurance (SUSEP) keeps and discloses a list of reinsurance companies authorized to function in Brazy.
August 2010, the Brazilian government passed Complementary Law 126/2007, an updated f
Complementary Law 137/2010, to liberalize entrance into national markets for foreign firms. F ign
company to qualify as an admitted reinsurer, it must have a representation office in Br gﬁet the
requirements of Complementary Law 126/2007, keep an active registration with SUSEP; aintain a
minimum solvency classification issued by a risk classification agency equal to Standar@or’s or Fitch
ratings of at least BBB.

4
In July 2015, under CNSP Resolution 332, the Brazilian government announced?gniﬁcant relaxation of
the restrictions on foreign insurers’ participation in the Brazilian market, g§abyi8hed in Resolutions 225

each cession, but mandatory cessions will be decreased to 30 percent i , 25 percent in 2018, 20 percent

and 232. Under the new rules, the preferential offer rate for local reinsyfgri\Wwill remain at 40 percent of
in 2019, and 15 percent in 2020. The cap on intra-group cessions cuéntly 20 percent, will be increased

annually to 30 percent in 2017, 45 percent in 2018, 60 percent i , and 75 percent in 2020. Although
the restrictions will not be eliminated entirely under the n es, these changes mark a significant
improvement.

*
Telecommunications s&

Auctions \

As a condition of the 2012 auction for 2.?§md 450 MHz radio spectrum, ANATEL required wireless
carriers to ensure that 50 percent of thg\infg#structure, including software, installed to supply the licensed
service met the requirements of the PPB (&iscussed above in the Subsidies section). ANATEL also required
wireless carriers to use a minim chntage of technology developed in Brazil, starting with 10 percent
in 2012, 15 percent in 2015, @percent after 2017. ANATEL extended these requirements to the 700
MHz spectrum in an auctiét at frequency held in 2014. Because of these eligibility requirements,
which favor local mangfalNdring and technology development, no U.S. telecommunication companies
submitted bids in the,201 d 2014 auctions. In November 2015, ANATEL’s auction for 1.8, 1.9, and 2.5
GHz spectrum hag stated goal of increasing competition and attracting smaller carriers, and did not
contain specific4g€gl content requirements. However, in the case of equivalent bids, the auction rules
provided a p ce for a bid utilizing services, equipment, or materials produced in Brazil, including
those wit Ohal technology.

Loc?@%tent Requirements

les governing a recent spectrum auction in Brazil appear to require winning bidders to provide a

eference for technology, services, equipment, and materials produced in Brazil, as they build out their

networks. Previous auctions held in 2012 and 2014 likewise appear to mandate the purchase of
domestically-produced and domestically-developed goods during network build-out.

Among the major regulations of concern are the Certification of National Technology Software and Related
Services (or CERTICs) and the Basic Production Process (8248/1991). Brazil’s Bigger IT Industrial Plan
(“TI Maior”) includes the CERTICs certification component, which favors software developed in Brazil
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in public procurement processes. Although some stakeholders report the policy has not been applied
recently, it has not been formally rescinded. Under the Basic Production Process, Brazil provides tax
incentives for locally sourced information and ICT equipment. This process is currently being challenged
by the European Union and Japan in the WTO, and a decision from the dispute settlement panel is expected
to be issued soon.

Satellites (b

In 2004, ANATEL issued resolution 386, which requires foreign satellite operators to acquire landingtigits
and pay annual landing rights fees to provide service in Brazilian territory. These landing rights ted
for a fixed term no longer than 15 years, after which time the landing rights must be reacqui Q&der to
continue providing services. Moreover, ANATEL increased the reserve amounts at aucQiy¢tor satellite
filings by 17-fold between 2006 and 2015, and these reserve amounts in turn determine@nding rights
fees for foreign satellites. These landing fees are unpredictable and higher for foreign conlpanies than for
Brazilian firms.

Unlike a Brazilian-owned auction winner that acquires the exclusive rig Yc:ate a satellite and its
associated frequencies from the selected Brazilian orbital location, t ator of a foreign-licensed
satellite does not acquire the same exclusive right when seeking an, Q)%zatlon to provide services in
Brazil. Instead, the foreign satellite operator obtains a non-excl siﬁright (a landing right) to provide
service in Brazilian territory. The foreign satellite operator ob%its authorization from its own local
administration to construct, launch, and operate a space stati@ a specific orbital location. Landing
rights in a given jurisdiction simply allow the satellite operatod provide a satellite service legally in that
jurisdiction, in competition with all other terrestrial and saelléte operators that are licensed there.

INVESTMENT BARRIERS V’

N

The National Land Reform and Sett Instltute (INCRA) administers the purchase and lease of
Brazilian agricultural land by foreigners.® Under the applicable rules, the area of agricultural land bought
or leased by foreigners cannot a or more than 25 percent of the overall land area in a given municipal
district. Additionally, no mo, ar? 10 percent of agricultural land in any given municipal district may be
owned or leased by forei éonals from the same country. The rules also make it necessary to obtain
congressional approval @U large plots of agricultural land can be purchased by foreign nationals, foreign

i il panies with majority foreign shareholding. Draft Law 4059/2012, which

companies, or Braz
would lift the li% oreign ownership of agricultural land, is expected to be voted on by the Brazilian

Foreign Ownership of Agricultural Land

Congress in 201

BARRIE DIGITAL TRADE

Dafvg%aiization

localization was not included in the original text of Brazil’s 2014 Civil Rights Framework for the

ernet, or Marco Civil, legislation. However, Brazil is currently considering draft legislation that could

regulate cross border data flows and storage requirements. While these bills advanced in committee in
2016, they are not expected to come to a floor vote until mid-2017.

As Brazil looks to complement Marco Civil with comprehensive data protection and privacy legislation, it
is considering several proposals that could be modeled after the European Union’s approach. The United
States and the technology industry intend to work with Brazil during the legislative process to spur
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innovation, economic growth, and societal well-being through flexible regulatory regimes, robust cross-
border data flows, and a free and open Internet.

Technology

Source Code

Presidential Decree 8135/2013 requires that government agencies procure email, file sh%

teleconferencing and Voice over Internet Protocol (VoIP) services from a federal Brazilian publ@ ity
such as the SERPRO, Brazil’s Federal Data Processing Agency. Subsequent implementing ons
(Portarias 141 and 54) impose additional requirements including auditing of governmeng cMatractors’
systems and access to their source code. In August 2016, the Ministry of Planning announ n?E'intention
to revoke the decree in favor of approved hardware and software solutions for govemn@ntities, but it
has not yet issued an alternative measure. 4 .

Internet Services
Liability/Safe Harbor Q>:

Although there are proposed laws that would modify Marco Civil ir&ding a provision that would force
online companies to assume liability for all user communicatio%i publications, these proposals have
not advanced substantially in Brazil’s Congress. Industry sions cite eight concerning proposals
originating in the Brazilian Parliamentary Commission of Indedry (CPI) Cybercrimes Commission. Of
these, the most advanced proposal is PL 5204/2016, which\xould amend Marco Civil to allow the judiciary,
in consideration of public interest, proportionality, scope\ahd speed, to block Internet sites and applications
to deter to cybercrime. Instant messaging applicati ould be excluded from blocking.

©
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BRUNEI DARUSSALAM

TRADE SUMMARY

The U.S. goods trade surplus with Brunei was $601 million in 2016, a427.1 percent increase ($487 million) \
over 2015. U.S. goods exports to Brunei were $615 million, up 360.8 percent ($481 million) from th
previous year. Corresponding U.S. imports from Brunei were $14 million, down 29.1 percent. Brune'

the United States' 92nd largest goods export market in 2016.

U.S. exports of services to Brunei were an estimated $74 million in 2015 (latest data avail and U.S.
imports were $9 million. ;
TECHNICAL BARRIERS TO TRADE

Technical Barriers to Trade ?*
Meat and Poultry Products — Halal Standards Q>:

Most food sold in Brunei is certified as kalal. However, there is a &market for non-halal foods, which
must be sold in designated rooms in grocery stores separated fm%er products or at restaurants that are
specified as non-halal. The Ministry of Religious Affairs ad@ rs Brunei’s halal standards, which are
among the most stringent in the world.

*
Under the Halal Meat Act, halal meat (including beefﬁﬁton, lamb, and chicken) can be imported only
by a person holding a Aalal import permit and an e)%permit from the exporting country. The importers
and local suppliers of halal meat must be Musli Bruneian government maintains a list of the foreign
and local slaughtering centers that have be (\ected and declared fit for supplying meat that can be
certified as Aalal. Brunei’s stringent sy abattoir approval involves on-site inspections carried out
by Bruneian government officials for mestabhshment seeking to export meat or poultry to Brunei.
Halal meat must be kept separately fro n-halal meat at all times, and halal certification must be renewed
annually by the Brunei Religig \@uncﬂ Non-halal food importers must also notify the Ministry of
Religious Affairs. Q

IMPORT POLICIES s
Tariffs

Brunei has b %3 percent of its tariff lines, according to the WTO, with an average bound MFN tariff
rate of 2 nt Its average applied MFN tariff rate is 1.2 percent. With the exception of a few
produq dlng coffee, tea, tobacco, and alcohol, tariffs on agricultural products are zero. Brunei
app ties of up to 20 percent on automotive parts.

ERNMENT PROCUREMENT

Under current Brunei regulations, government procurement is conducted by individual ministries and
departments, which must comply with financial regulations and procurement guidelines issued by the State
Tender Board of the Ministry of Finance. Tender awards above BND $500,000 must be approved by the
Sultan in his capacity as Minister of Finance, based on the recommendation of the State Tender Board.
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Most invitations for tenders or quotations are published in a bi-weekly government newspaper, but are often
selectively tendered only to locally registered companies. Some ministries and departments publish tenders
on their individual websites. Foreign firms may participate in the tenders individually, but are advised by
the government to form a joint venture with a local company.

Brunei is not a signatory to the WTO Agreement on Government Procurement.

INTELLECTUAL PROPERTY RIGHTS (IPR) PROTECTION %

Brunei has made recent progress on IPR enforcement and was not listed in the 2016 Special 3 @ort.
Concerns remain in some areas, however, including with respect to whether Brunei provy Qéﬂective
protection against unfair commercial use and against unauthorized disclosure of undisclo est or other
data generated to obtain marketing approval for pharmaceutical products. The United S@vill continue

to work bilaterally with Brunei to address these concerns.
4 4

OTHER BARRIERS

Brunei’s Local Business Development Framework seeks to increase th local goods and services,
train a domestic workforce, and develop Bruneian businesses by pla#img requirements on all companies
operating in the oil and gas industry in Brunei to meet local content ta¥gets in hiring and contracting. The
Framework sets local content targets based on the difficulty of oject and the value of the contract,
with more flexible local content requirements for projects req ighly specialized technologies or with

a high contract value.
*

In June 2016, the Brunei government announced a lan$ amendment that has created uncertainty over
land rights. The order would retroactively restrict titizens, including Brunei ethnic minorities, from
buying, selling, or holding land by means of gwers of attorney or trust deeds. The amendments were
published in the official government gazetu have not been implemented. Domestic and foreign
stakeholders in Brunei have raised con?oﬁs‘ #bout the retroactive application of these amendments to
existing contracts. \
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CAMBODIA

TRADE SUMMARY

The U.S. goods trade deficit with Cambodia was $2.5 billion in 2016, a 7.0 percent decrease ($184 million) \
over 2015. U.S. goods exports to Cambodia were $362 million, down 7.5 percent ($29 million) from th
previous year. Corresponding U.S. imports from Cambodia were $2.8 billion, down 7.0 percent. CamRogh

was the United States' 103rd largest goods export market in 2016. O

IMPORT POLICIES Q

Tariffs @

Cambodia is one of the few least-developed WTO Members that made binding comﬂ'ﬂkleﬁts on all products
in its tariff schedule when it joined the WTO in 2004. Cambodia’s overall simpl rage bound tariff rate
is 19.1 percent, while the average applied tariff rate is around 11.2 percengt bodia’s highest applied
tariff rate is 35 percent, which is imposed across a number of product c n}q S, including a wide variety
of prepared food products, bottled and canned beverages, cigars and ¢# Q‘Et‘e substitutes, table salt, paints
and varnishes, cosmetic and skin care products, glass and glasswage, ¥gctrical appliances, cars, furniture,
video games, and gambling equipment. é

Customs O

*
Both local and foreign businesses have raised concern@the Customs and Excise Department engages
in practices that are nontransparent and that appear a?nﬂry. Importers frequently cite problems with undue
processing delays, burdensome paperwork, andwe essary formalities.

On February 12, 2016, Cambodia ratiﬁe?@l‘ O Trade Facilitation Agreement.

Taxation '\

Cambodia levies trade-relate é‘in the form of customs duties, additional taxes on gasoline ($0.02 per
liter) and diesel oil ($0.04 jter), two indirect taxes (a value-added tax (VAT) and an excise tax), and
taxes on exports. The V applied at a uniform rate of 10 percent. To date, the VAT has been imposed
only on large compapigs, ¥t the Cambodian government is working to expand the base to which the tax is
applied. To meet % bjective, the Department of Taxation has piloted a number of measures. One recent
effort allows cusbefprs to submit purchase receipts to the department via a smart phone application, which
allows the tartment staff to see discrepancies when they look at companies’ tax reports, thereby
discouragj Xevasion. The VAT is not collected on exports and services consumed outside of Cambodia
(technj =4 zero percent VAT applies). Subject to certain criteria, the zero percent rate also applies to
busi s that support exporters and subcontractors that supply goods and services to exporters, such as
&t\ural exporters and garment and footwear manufacturers.

&)VERNMENT PROCUREMENT

The government has a general requirement for competitive bidding in procurements valued over KHR 100
million (approximately $25,000). However, government procurement is often not transparent and the
Cambodian government frequently provides short response times to public announcements of tenders,
which are posted on the Ministry of Economy and Finance’s website. For construction projects, only
bidders registered with the Ministry are permitted to participate in tenders. Additionally, differing
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prequalification procedures exist at the provincial level, which further limit the opportunity for prospective
contractors to participate in tenders.

Irregularities in the public procurement process are common despite a strict legal requirement for audits
and inspections. Despite accusations of malfeasance at a number of ministries, the Cambodian government
has taken little action to investigate irregularities. \
Cambodia is neither a signatory to nor an observer of the WTO Agreement on Government Procurerr%

INTELLECTUAL PROPERTY RIGHTS PROTECTION O
products is gradually increasing. However, the U.S. Government has some conc garding the

protection and enforcement of intellectual property rights in Cambodia. Pirated Ds, software,
garments, and other copyrighted materials, as well as an array of counté™djt %oods, including

Cambodia was not listed in the 2016 Special 301 Report, and public awareness of the dangg?&)unterfeit

pharmaceuticals, are reportedly widely available in Cambodian markets. The of signal and cable
piracy also remain high and online sites purveying pirated music, films, e oftware, and television
shows are spreading and gaining in popularity. Legislation that would protection of trade secrets

is under review at the Ministry of Commerce and expected to be sentfo ¥qe Council of Ministers in 2017.
In addition, legislation on encrypted satellite signals is under the c, n&tation at the Ministry of Posts and
Telecommunications, and legislation on semiconductor layout %s is under review at the Ministry of
Industry and Handicraft. The United States will continue t@ bilaterally with Cambodia under our
bilateral TIFA and other dialogues to urge Cambodia to steps to improve IPR protection and
enforcement. o

Cambodia acceded to the Protocol Relating to wadrid Agreement Concerning the International
Registration of Marks (the Madrid Protocol) in }x 015. With this accession, an applicant can apply for
a trademark in Cambodia by filing a s1ngle tional application at a national or regional intellectual
property office of a country or region tha‘nt y to the system.

Although legal enforcement of the protec on of collective rights is still limited, the Ministry of Culture and
Fine Arts enacted framework n for collective management organizations in 2016. Collective
management organizations otmed by copyright owners to manage their rights in common, by
administering licenses, colég royalties, and enforcing rights on their behalf.

2016. In additig November 2016, Cambodia acceded to the Hague Agreement Concerning the
International Ref§iglration of Industrial Designs, which took effect on February 25, 2017. The Ministry of
Industry and @ jlicrafts Office of Patents and Industrial Design has indicated that it is planning to join the
¥ on the International Recognition of the Deposit of Microorganisms for the Purposes of

Budapest @
Patent@ ure in 2017.

Cambodia is a me%o e Patent Cooperation Treaty and became bound to the treaty on December 8,

\?S'TMENT BARRIERS

property above the ground floor of a structure, but stipulates that no more than 70 percent of a building can
be foreign-owned, and that foreigners cannot own property within 30 kilometers of the national border.
Although foreign investors may use land through concessions and renewable leases, the Cambodian
government in 2012 imposed a moratorium on Economic Land Concessions (ELCs), which allowed long-
term leases of state-owned land. The Cambodian government reportedly also has reviewed and revoked
previously granted ELCs on the grounds that the recipients had not complied with the ELC terms and

&mbodia’s constitution restricts foreign ownership of land. A 2010 law allows foreign ownership of

FOREIGN TRADE BARRIERS
-62-



conditions. As of February 2016, the Cambodian government reported that a countrywide review of ELCs
resulted in the re-appropriation of over one million hectares of land, but land rights activists dispute the
accuracy of these reports.

Investors also report high electricity and logistics costs, poor infrastructure, lack of human resources, and
corruption as challenges to the investment climate. \

BARRIERS TO DIGITAL TRADE \2\
The Ministry of Commerce projects that a draft electronic commerce law will be available for pagh ary
review in 2017. Cambodia is the only ASEAN country that has not yet enacted an electrogic ¥ommerce
law. . &

OTHER BARRIERS

Corruption v

Both foreign and local businesses have identified corruption in Cambods Qnajor obstacle to business
and a deterrent to investment, with Cambodia’s judiciary viewed a; of the country’s most corrupt
institutions. In 2010, Cambodia adopted anti-corruption legisltiQand established a national Anti-
Corruption Unit to undertake investigations, implement law e gment measures, and conduct public
outreach. Enforcement, however, remains inconsistent. Anti-Corruption Unit’s participation in
investigations of political opponents of the ruling party has tartshed its reputation as an unbiased enforcer
of rules. -

Cambodia began publishing official fees for publ vices at the end of 2012 in an effort to combat
“facilitation” payments, but this exercise has y e completed. After national elections in July 2013,
certain agencies, such as the Ministry of ( rce and the General Department of Taxation, started
providing online information and service ffort to reduce paperwork and unofficial fees. In addition,
anti-corruption information has been i‘Trvporalted into the national high school curriculum, and civil
servants’ salaries are disbursed through commercial banks. Although these changes have improved
Cambodia’s scoring on Transp, International’s Corruption Perception Index for 2015, the country

arbitration,
Commerc
and a 4.1
fornagd'§

@ business-related laws are still pending. A 2014 Law on Court Structures established a

gurt with first-instance jurisdiction over all commercial matters, including insolvency cases,
Crcial Chambers to hear all appeals arising out of the Commercial Court; neither entity is
operating, however.

ggling

The smuggling (illegal importation) of products, such as cosmetics, textiles, wood, sugar, vehicles, fuel,
soft drinks, livestock, crops, and cigarettes, remains widespread, and the Cambodian government has
worked to address this issue. It has issued numerous orders to stop smuggling and has created various anti-
smuggling units within government agencies, including the General Department of Customs and Excise,
and has established a mechanism within this department to accept and act upon complaints from the private
sector and foreign governments. Enforcement efforts, however, remain weak and inconsistent.
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CANADA

TRADE SUMMARY \
The U.S. goods trade deficit with Canada was $11.2 billion in 2016, a 27.7 decrease ($4.3 billion) ovelrb
2015. U.S. goods exports to Canada were $266.8 billion, down 4.9 percent ($13.8 billion) from the preyi

year. Corresponding U.S. imports from Canada were $278.1 billion, down 6.1 percent. Canada @ e
United States' largest goods export market in 2016.

imports were $29.0 billion. Sales of services in Canada by majority U.S.-owned affi ere $134.5
billion in 2014 (latest data available), while sales of services in the United States by mgjority*Canada-owned
firms were $89.0 billion. N

U.S. exports of services to Canada were an estimated $56.4 billion in 2015 (latest data at%w?a and U.S.

U.S. foreign direct investment in Canada (stock) was $352.9 billion in 20 gst data available), a 1.5
percent decrease from 2014. U.S. direct investment in Canada is led by/mMaWNacturing, nonbank holding
companies, and finance/insurance. QQ

Trade Agreements %

North American Free Trade Agreement — The North Americhee Trade Agreement (NAFTA), signed
by the United States, Canada, and Mexico (the Parties), efR®red into force on January 1, 1994. At the same
time, the United States suspended the United States-Cand@2 Free Trade Agreement, which had entered into
force in 1989. Under the NAFTA, the Parties progrdg¥stly eliminated tariffs and nontariff barriers to trade
in goods among them, provided improved accedg for¥services, established strong rules on investment, and
strengthened protection of intellectual prop@)rl hts. After signing the NAFTA, the Parties concluded
supplemental agreements on labor and thesghvironment.

TECHNICAL BARRIERS TO TRADE / SANITARY AND PHYTOSANTIARY BARRIERS
Technical Barriers to Trad \

Restrictions on U.S. Seeds orts

Canada, or imp Canada, of seeds of a variety that is not registered. The purpose of variety
registration i ovide government oversight to ensure that health and safety requirements are met and
that infor@ related to the identity of the variety is available to regulators in order to prevent fraud.
Howe@~ re are concerns that the variety registration system is slow and cumbersome. The United
1

Statv onsulting with Canada on steps to modernize and streamline Canada’s variety registration system.

se Compositional Standards

For many major 1©rops, Canada’s Seeds Act generally prohibits the sale or advertising for sale in
%m’ 0

Canada’s regulations on compositional standards for cheese limit the amount of dry milk protein
concentrate (MPC) that can be used in cheese making, reducing the demand for U.S. dry MPCs. The United
States continues to monitor the situation with these regulations for any changes that could have a further
adverse impact on U.S. dairy product exports.
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IMPORT POLICIES
Agricultural Supply Management

Canada uses supply-management systems to regulate its dairy, chicken, turkey, and egg \
industries. Canada’s supply-management regime involves production quotas, producer marketing board:

to regulate price and supply, and tariff-rate quotas (TRQs) for imports. Canada’s supply-manag

regime severely limits the ability of U.S. producers to increase exports to Canada above TRQ ley€Ts dad
inflates the prices Canadians pay for dairy and poultry products. Under the current system, U, orts
above quota levels are subject to prohibitively high tariffs (e.g., 245 percent for cheese and 2 rcent for

butter). §

The United States remains concerned about potential Canadian actions that would furgher lithit U.S. exports
to the Canadian dairy market. For example, the United States continues to moTQr tlosely any tariff
reclassifications of dairy products to ensure that U.S. market access is not neéati%affected.

Milk Classes Q}

Canada provides milk components at discounted prices to domestic r&ssors under the Special Milk Class
Permit Program (SMCPP). These prices are “discounted” in th e that they are lower than Canadian
support prices and reflect U.S. or world prices. The SMCPP\s¥designed to help Canadian processed
products compete against imports in Canada and in foreiin mare€ts. Effective May 1, 2016, the Canadian

Milk Supply Management Committee (CMSMC) modi an existing national milk class, Class 4(m), to
extend discount pricing to a wider range of Canadian ingredients, including liquid dairy ingredients
(an action taken by CMSMC as an agency of Ca?s’s government). An agreement reached between
Canadian dairy farmers and processors in JuljN201% included a new national milk class (Class 7) that
extends discount pricing to an even wider rafgyof* Canadian dairy ingredients. Provincial milk marketing
boards (agencies of Canada’s govemme?tt@an implementing Class 7 in February 2017. Both Class 7
and the modification to Class 4(m) are ’{n at undercutting the price and displacing current sales of U.S.
dairy ingredients.

6—see below) with Canad erally and at the WTO Committee on Agriculture, and is examining these
milk classes closely.

Ontario Milk Cl@

Ontario intro a provincial Ingredient Strategy and implemented a new milk class on April 1, 2016,
(Class 6) ovides Ontario processors skim milk solids at discounted prices, aiming to undercut the
price Q~ ace current sales of U.S. dairy ingredients.

The United States has raised E§@us concerns with Class 7 and the modification to Class 4(m) (and Class

?&ions on U.S. Grain Exports

@number of grain sector policies limit the ability of U.S. wheat and barley exporters to receive a premium

@ grade (a grade that indicates use for milling purposes as opposed to grain for feed use) in Canada, including
the provisions of the Canada Grain Act and Seeds Act.

Under the Canada Grain Act, the inspection certificate for grain grown outside Canada, including U.S.

grain, can only state the country of origin for that grain and not issue a grade. Also, the Canada Grain Act

directs the Canadian Grain Commission to “establish grades and grade names for any kind of western grain
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and eastern grain and establish the specifications for those grades” by regulation. The explicit division
between “eastern grain” and “western grain,” are defined in the Canada Grain Act as “grain grown in the
[Eastern or Western] Division,” defined geographically within Canada, further underscores that grading is
only available to Canadian grains. Under the Canada Grain Act, only grain of varieties registered under
Canada’s Seeds Act may receive a grade higher than the lowest grade allowable in each class

U.S. wheat and barley can be sold without a grade directly to interested Canadian purchasers at prices Ra

on contract specifications. However, contract-based sales are a relatively small proportion of all in
Canada. Most sales occur through the bulk handling system in grain elevators. Canadian grai ors
offer economic efficiencies by collecting and storing grain from many small-volume grower: Qﬁg them
the ability to fulfill larger contracts and to demand higher prices for that ability. §

The barriers to assigning U.S. grain a premium grade encourages both a price discognting of high-quality
U.S. grain appropriate for milling use and de facto segregation at the Canadian el r.

The United States will continue to press the Canadian government to move @g swiftly with legislative
and any other necessary changes that would enable grain grown outside 0 receive a premium grade
and changes to its varietal registration system. Q

Personal Duty Exemption é

Canada’s personal duty exemption for residents who brin bac@ods from short trips outside of its borders
is less generous than the U.S. personal duty exemption adians who spend more than 24 hours outside
of Canada can bring back C$200 worth of goods du e, or C$800 for trips over 48 hours. Canada
provides no duty exemption for returning residents ‘have been out of Canada for fewer than 24 hours.
U.S. retailers have raised concerns about the effigct o¥ this policy on purchases by Canadians on short trips
to the United States. Q

*

*
De Minimis Threshold y\(ll

De minimis refers to the maxi o%bveshold below which no duty or tax is charged on imported items.
Canada’s de minimis thresh &) ins at C$20, which is the lowest among industrialized nations. By
comparison, in March 201%

nited States raised its de minimis threshold from $200 to $800. Some
stakeholders, particular@ ing companies and online retailers, maintain that Canada’s low de minimis
threshold creates an pygne®eSsary trade barrier.

Wine, Beer, an Jrits

Canadian igh provincial taxes on personal imports of U.S. wines and spirits upon their return to
Canadg~ he United States. This inhibits Canadians from purchasing U.S. alcoholic beverages while
i

n tlv ted States.

Canadian provinces restrict the sale of wine, beer, and spirits through province-run liquor control

ards, which are the sole authorized sellers of wine, beer, and spirits in those provinces. Market access

barriers in those provinces greatly hamper exports of U.S. wine, beer, and spirits to Canada. These barriers

include cost-of-service mark-ups, restrictions on listings (products that the liquor board will sell), reference

prices (either maximum prices the liquor board is willing to pay or prices below which imported products

may not be sold), labeling requirements, discounting policies (requirements that suppliers offer rebates or
reduce their prices to meet sales targets), and distribution policies.
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British Columbia

In January 2017, the United States requested WTO dispute settlement consultations on British Columbia
measures regarding the sale of wine in grocery stores. These measures allow only British Columbia wines

to be sold on grocery store shelves, while imported wine in grocery stores can only be sold in a “store within \
a store” under controlled access with separate case registers, discriminating against the sale of U.S. wine in(b
grocery stores. These regulations appear to breach Canada’s WTO commitments and have advegs
impacted U.S. wine producers. O

Q.

Ontario

Previously, grocery stores in Ontario were not permitted to sell wine. Under Regulatio Y67issued in
June 2016, grocery stores are permitted to sell wine under certain conditions, including ongs related to the
size of the winery producing the wine, the size of wineries affiliated with the produ€ing winery, the country
where the grapes were grown, and whether a wine meets the definition of a ity assurance wine.”
Working with U.S. industry, the United States is analyzing these conditio ale in grocery stores as
well as other developments in Ontario to help ensure U.S. wines are not gfyaNy¥ntaged.

S

Quebec’s new measure raises concerns that it may discrirnina tnst imported wines. The measure may
advantage Quebec craft wine producers by allowing them to Bypass the liquor board, Société des alcools
du Québec (SAQ), and therefore also the liquor board maRsups, to sell directly to grocery stores.

Quebec

DOMESTIC SUPPORT MEASURES V’

Aerospace Sector Support Q'\
*

Canada released a comprehensive revi VW ‘its aerospace and space programs in November 2012. The
review offered 17 recommendations in%ed to strengthen the competitiveness of Canada’s aerospace and
space industries and guide futu rnment involvement in both sectors. Recommendations called on
the Canadian government to te program to support large-scale aerospace technology demonstration,
co-fund a Canada-wide initagtidg to facilitate communication among aerospace companies and the academic
community, implement ost recovery model for aircraft safety certification, support acrospace worker
training, and co-fundgerdyface training infrastructure.

The review alsg %€opimended that the Canadian government continue funding the Strategic Aerospace and
Defense Initi @ ADI). The SADI provides repayable support for strategic industrial research and pre-
competitife AcVelopment projects in the aerospace, defense, space, and security industries, and has
j $1.32 billion to fund 33 advanced research and development projects since its establishment

anadian federal government and the Quebec provincial government announced aid to the Bombardier
tYcraft company in 2008 to support research and development related to the launch of the new class of
Bombardier CSeries commercial aircraft. The federal government provided C$350 million in financing for
the CSeries aircraft, and the government of Quebec provided another C$118 million. The federal
government and Quebec government also are offering commercial loans to potential buyers of the aircraft.
In February 2017, the government of Canada announced $284 million assistance to Bombardier. The
federal government will make a direct $97 million repayable contribution to Bombardier’s Montreal-based
CSeries program, and a $187 million loan to Bombardier’s Toronto-based Global 7000 program using
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Canada’s Strategic Aerospace and Defense Initiative, making it one of the largest loans ever made with the
SADI program. In June 2016, Bombardier reached a final agreement with the Quebec government for the
province to buy a 49.5 percent equity share in a CSeries joint-venture for $1 billion, with a commitment by
the company to maintain aircraft manufacturing operations in Quebec for a period of 20 years. Under the
agreement, Bombardier received two $500 million payments from the Quebec government, the first on June
30 and the second on September 1. (b

In February 2017, Brazil requested consultations in the World Trade Organization alleging that C@
federal and provincial subsidies provided to Bombardier are inconsistent with Canada’s interna'Q; ade

obligations. The United States will join these consultations as a third party.
The United States will continue to monitor carefully any government financing and sup& CSeries
aircraft.

4

While Parties to the February 2011 OECD Sector Understanding on Export ?dits for Civil Aircraft
implement the revised agreement, the United States also has expressed c ver the possible use of
export credit financing from Export Development Canada to support é&mrcial sales of Bombardier

CSeries aircraft in the U.S. market. Q
Canada has committed to spend approximately C$25 million 009 to 2018 to support the Green
Aviation Research and Development Network and provide nal funding to the National Research

Council’s Industrial Research Assistance Program to supporresearch and development in Canada’s
aerospace sector. Canada’s federal government announgedNa October 2016 that a consortium of companies
and academic institutions, led by Bombardier, will r&€tve up to C$54 million to develop “the next
generation of aircraft technologies.” *

GOVERNMENT PROCUREMENT Q\

*
Canada has made commitments to op, %éovemment procurement to U.S. suppliers under the WTO
Agreement on Government Procurement (GPA) and NAFTA. The current agreements provide U.S.
businesses with access to procur xxm\@wnducted by most Canadian federal departments and a large number
of provincial entities, and to rément by some but not all of Canada’s Crown Corporations. The 2010
United States-Canada Agr t on Government Procurement includes market access obligations which
have either expired or ured under the revised GPA.

Hydro-Québec, a @ncial-level Crown Corporation in Quebec, maintains a local (Quebec) content
requirement in i%acurements for wind energy projects, and these local content requirements can pose
hurdles for U@o panies in the renewable energy sector in Canada.

INTE UAL PROPERTY RIGHTS PROTECTION

&R)n and enforcement of intellectual property rights (IPR) is a continuing priority in bilateral trade

ons with Canada. In 2013, the U.S. Government moved Canada from the Priority Watch List in the
@becial 301 Report to the Watch List in light of steps taken to improve copyright protection through the
@ Copyright Modernization Act. The United States welcomed Canada’s amendment to its Copyright Act in
June 2015 that extends protection for sound recordings from 50 to 70 years from the date of recording.

With respect to pharmaceuticals, the United States continues to have concerns about the application of
patent utility standards that Canadian courts have adopted. The United States has concerns about due
process and transparency of the geographical indications system in Canada, including commitments Canada
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took under the Canada-EU Comprehensive Economic and Trade Agreement (CETA) on October 30,
2016.

On IPR enforcement, Canada’s Parliament passed the Combating Counterfeit Products Act on December
9, 2014, but the United States is disappointed that Canada did not amend this legislation to allow for
inspection of in-transit counterfeit trademark goods and pirated copyright goods entering Canada destine
for the United States. Additionally, there continue to be questions about the effectiveness of Cangd
copyright safe harbor system. The United States continues to work with Canada to address IPR isfs)

SERVICES BARRIERS Q

Telecommunications @

Canada maintains a 46.7 percent limit on foreign ownership of certain su Of facilities-based
telecommunication services (i.e., those with more than 10 percent market share t for submarine cable
operations. This is one of the most restrictive regimes among developed c@ . Canada also requires
that Canadian citizens comprise at least 80 percent of the membership s of directors of facilities-
based telecommunication service suppliers. As a consequence of the trictions on foreign ownership,
the role of U.S. firms in the Canadian market as wholly U.S.-ow d%erators has been limited to that of
resellers, dependent on Canadian facilities-based operators for c@ services and component parts.

Canadian Content in Broadcasting O

*
The Canadian Radio-television and Telecommunic$ Commission (CRTC) imposes quotas that
determine both the minimum Canadian program txpenditure (CPE) and the minimum amount of
Canadian programming that licensed Canadian b‘iid asters must carry (Exhibition Quota). Large English-
language private broadcaster groups have QP obligation equal to 30 percent of the group’s gross
revenues from their conventional signals(sﬁ‘ ty, and pay services.

In March 2015, the CRTC announced thaf¥it will eliminate the overall 55 percent daytime Canadian-content
quota. Nonetheless, the CRTC i iptaining the Exhibition Quota for primetime at 50 percent from 6 p.m.
to 11 p.m. Specialty servic ay television services that are not part of a large English-language
private broadcasting grou éow subject to a 35 percent requirement throughout the day, with no prime
time quota. 6

For cable televisi
by subscribers

direct-to-home broadcast services, more than 50 percent of the channels received
Canadian channels. Non-Canadian channels must be pre-approved (“listed”) by the
CRTC. Upo peal from a Canadian licensee, the CRTC may determine that a non-Canadian channel
competes@ 7 Canadian pay or specialty service, in which case the CRTC may either remove the non-

nel from the list (thereby revoking approval to supply the service) or shift the channel into a

Canadj
less etitive location on the channel dial.

RTC also requires that 35 percent of popular musical selections broadcast on the radio qualify as
yCanadian” under a Canadian government-determined point system.

In September 2015, the CRTC released a new Wholesale Code that governs certain commercial
arrangements between broadcasting distribution undertakings, programming undertakings, and exempt
digital media undertakings. A proposal in the new Wholesale Code to apply a code of conduct designed
for vertically-integrated suppliers in Canada (i.e., suppliers that own infrastructure and programming) to
foreign programming suppliers (who by definition cannot be vertically integrated, as foreign suppliers are
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prohibited from owning video distribution infrastructure in Canada) has raised significant stakeholder
concerns. Additionally, stakeholders have expressed concern related to provisions in the Wholesale Code
that affect U.S. broadcast signals and services within Canada. The Wholesale Code came into force January
22,2016. \
U.S. suppliers of programming also have raised concerns about a CRTC policy not to permit simultaneou
substitution of advertising for the Super Bowl, beginning in the 2016-2017 season. Simultang
substitution is a process by which broadcasters can insert local advertising into a program, overriﬁiT e
original U.S. advertising and providing the Canadian broadcaster an independent source of rev S.
suppliers of programming believe that the price Canadian networks pay for Super Bowl rights s d&termined
by the value of advertising they can sell in Canada, and that the CRTC’s decision reduces t e of their
programming. On August 19, 2016, the CRTC issued a formal rule preventing simulta@ substitution
during the Super Bowl by a major Canadian telecommunication company, which hasgxclusive rights to air
the Super Bowl in Canada. The United States is highly concerned about this policy.‘i S

INVESTMENT BARRIERS \Q

The Investment Canada Act (ICA) has regulated foreign investm anada since 1985. Foreign
investors must notify the government of Canada prior to the dire té&indirect acquisition of an existing
Canadian business above a threshold value. Canada amended A in 2009 to raise the threshold for
Canada’s “net benefit” review of foreign investment. The thr currently stands at C$600 million and
had been scheduled to increase to C$1 billion in 2019. The goYerhment announced November 1, 2016 that
the threshold for review will be raised to C$1 billion jn\WQ k7, two years sooner than originally planned
Innovation, Science and Economic Development Cana the government’s reviewing authority for most
investments, except for those related to cultural tries, which come under the jurisdiction of the
Department of Heritage Canada. Foreign acquisfion proposals under government review must demonstrate
a “net benefit” to Canada to be approved. T stry Minister may disclose publicly that an investment
proposal does not satisfy the net benefit gegt attl publicly explain the reasons for denying the investment,
so long as the explanation will not do l@o the Canadian business or the foreign investor.

Under the ICA, the Industry W can make investment approval contingent upon meeting certain
conditions such as minimu x of employment and research and development. Since the global
economic slowdown in 2 some foreign investors in Canada have had difficulty meeting these
conditions.

Canada administe @;lemental guidelines for investment by foreign SOEs. Those guidelines include a
stipulation that rp SOE bids to acquire control of a Canadian oil-sands business will be approved on an

“exceptional nly.”

BARIQ~ O DIGITAL TRADE

%kzcalization

@he Canadian federal government is consolidating information and communication technology (ICT)
@ services across 63 Canadian federal government email systems under a single platform. The tender for this
project cited national security as a reason for requiring the contracted company to keep data in Canada.

This requirement effectively precludes U.S.-based “cloud” computing suppliers from participating in the
procurement process, unless they replicate data storage and processing facilities in Canada. The public
sector represents approximately one third of the Canadian economy and is a major consumer of U.S.
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services, particularly in the information and communication technology sector. The requirement, therefore,
is likely to have significant impact on U.S. exports of a wide array of products and services.

British Columbia and Nova Scotia each have laws that mandate that personal information in the custody of
a public body must be stored and accessed only in Canada unless one of a few limited exceptions applies.
These laws prevent public bodies, such as primary and secondary schools, universities, hospitals,
government-owned utilities, and public agencies, from using U.S. services when there is a possibility t
personal information would be stored in or accessed from the United States. O
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CHILE

TRADE SUMMARY

The U.S. goods trade surplus with Chile was $4.1 billion in 2016, a 37.9 percent decrease ($2.5 billion)(b
over 2015. U.S. goods exports to Chile were $12.9 billion, down 16.2 percent ($2.5 billion) fro
previous year. Corresponding U.S. imports from Chile were $8.8 billion, up 0.3 percent. Chile @ e

United States' 23rd largest goods export market in 2016. Q~

U.S. exports of services to Chile were an estimated $4.0 billion in 2015 (latest data avaf and U.S.
imports were $1.6 billion. Sales of services in Chile by majority U.S.-owned affiliates .6 billion in
2014 (latest data available), while sales of services in the United States by majority Cliile-owned firms were
$180 million. N

percent increase from 2014. U.S. direct investment in Chile is led b , finance/insurance, and

manufacturing. Q

THE UNITED STATES-CHILE FREE TRADE AGREEM‘@

U.S. foreign direct investment (FDI) in Chile (stock) was $27.3 billion in 2;5Q§St data available), a 1.0

The FTA entered into force on January 1, 2004. Pursuant to th A, Chile immediately eliminated tariffs
on over 85 percent of bilateral trade in goods. All duti ©.S. goods entering Chile were eliminated on
January 1, 2015. Since the FTA’s entry into force, tradg®etween the United States and Chile more than
tripled, making the United States Chile’s second-la trading partner (after China, which is a significant
importer of Chile’s copper). y\

TECHNICAL BARRIERS TO TRAD ‘S‘ ITARY AND PHYTOSANTIARY BARRIERS
Technical Barriers to Trade '\

A

On June 26, 2016, Dec@i the implementing regulation to the Law on Food Nutritional Composition
and its Advertising m¥er 20.606, published in June 2012), came into effect. The regulation addresses

Nutritional Labeling

the labeling of th ional composition and the advertising of certain food products. It requires warning
labels on certaifNgfepackaged food products if they exceed specified thresholds of sodium, sugar, energy
(calories), an ated fats. Specifically, the regulation requires food products that exceed the thresholds

to bear a plask octagonal “stop” sign for each category with the words “High in” salt, sugar, energy, or

satura@ % Foods exceeding thresholds in more than one category would require multiple stop signs.

Th holds are established based on a 100 gram or 100 ml serving and are not calibrated to the actual
éﬁfsize of the package of food being sold.

@ditionally, the regulation prohibits the use of images deemed to constitute “advertising to children” under
@ age 14 for any product requiring one or more “stop” signs. Implementation of Decree 13, particularly the
interpretation of registered trademarks on product packaging as advertising, has been inconsistent. The
Ministry of Health has prevented products from entering the Chilean market on the basis that images on
product packaging, including registered trademarks, is within the ambit of the decree and constitutes
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advertising to children. These actions have resulted in delays, shortages, and repackaging that have cost
U.S. firms millions of dollars in lost sales and other expenses.

The United States has raised concerns about this issue with Chile within the framework of the WTO
Committee on Technical Barriers to Trade (WTO TBT Committee), in the Free Trade Commission and
TBT Committee established under the FTA, and other fora. The United States will continue to raise theserb
issues with Chile.

Cell Phone Labeling and Emergency Warning Alerts O

A new ‘“norm” for cellphone labeling was announced by Chile’s Ministry of Tra tion and
Telecommunications (Subtel) on June 16, 2016. This requirement is expected to enter in' e in the first
half of 2017. Labels will be required to indicate whether cellphones or mobile devicgs are Suitable for 2G,
3G, or 4G. Authorities have not officially clarified who will bear the cost of latekpg or if stickers are
expected to be applied in Chile or at point of origin. For a 4G phone certificatio device must support
the bands 700 MHz, 2600 MHz and Advanced Wireless Services (AWS). ile, some mobile phone
companies currently pay an extra cost to unlock the AWS band. Thus if e has 4G capability but the
AWS band is not accessible it will be labeled instead as 2G or 3G. ave asked Chile to notify this
measure to the WTO.

In June 2016, Subtel published External Resolution 1474, @%calls for a mandatory and universal
emergency alert (vibration) to be included in all cellphone or ile devices. The Resolution is expected
to enter into force in March 2017. Subtel has not defin last of certifying agents, clarified the technical
guidelines for the new emergency alert system, nor erated a plan for transition of compatibility
requirements with existing inventory in-country. *

Sanitary and Phytosanitary Barriers Q\
*
Salmonid Products Ban (1/‘

In 2010, Chile’s Ministry of F SERNAPESCA suspended imports of salmonid species from all
countries, including the U & tes due to Chile’s revised import regulations for aquatic animals,
including salmonid eggs. %{ he new regulations, U.S. producers cannot export salmonid eggs to Chile
until SERNAPESCA ¢ s a risk analysis and an on-site audit of the USDA’s oversight of aquatic
animal exports and omd egg production sites. An audit of USDA’s oversight of production sites
in the states of W on and Maine was conducted in 2011. USDA and SERNAPESCA have continued
technical discus% The United States and Chile agreed, through an exchange of several letters in late
2014 and aga 15, to steps to advance Chile’s consideration of a resumption of imports from the states
of Washi and Maine. In November 2016 USDA’s Animal and Plant Health Inspection Service
(APHQ additional technical information requested by SERNAPESCA. APHIS is waiting for a formal
res from SERNAPESCA.
ORT POLICIES
Tariffs and Taxes

Chile has one of the most open trade regimes in the world with a uniform MFN applied tariff rate of 6
percent for nearly all goods. Certain goods carry unique tariffs, such as tobacco products (nearly 60 percent)
and pyrotechnics (50 percent). A surcharge is applied to imports of luxury goods, including new cars.
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Many capital goods may be imported with an applied tariff rate of zero percent under specific conditions.
Pursuant to the FTA, as of January 1, 2015, all originating U.S. goods enter Chile duty free.

Importers must pay a 19 percent value-added tax (VAT) calculated based on the cost, insurance, freight
(CIF) value of the import. The VAT is also applied to nearly all domestically produced goods and services.
Certain products (regardless of origin) are subject to additional taxes, such as an 18 percent tax on sugare
non-alcoholic beverages, a 20 percent tax on beers and wines, and a 31.5 percent tax on distilled alcopolk
beverages. Cigarettes are subject to a 30 percent ad valorem tax plus approximately $0.07 per cigarg¥e;
other tobacco products have taxes between 52.6 percent and 59.7 percent.

are recognized in connection with the sale or other transfer of Chilean shares on or aft ary 1, 2017.
This tax change applies to capital gains from the sale of shares in Chilean companigs, regardless of their
participation in the stock exchange (Bolsa de Comercio). Such capital gains were pi'&‘ioﬁsly subject to tax
at a rate of 20 or 35 percent, depending on certain requirements. Under the ne ?&, the rate is 35 percent
on net gain in all cases. Under the U.S. — Chile dual tax treaty, which has een ratified by the U.S.
Senate, certain companies would be exempt from the 35 percent tax. & treaty would also reduce
withholding tax rates on royalties, dividends, interest payments, and ¢ i@ams. Further, the treaty would
exempt U.S. engineering, financial services, and other service co§p§es from a 35 percent withholding

Pursuant to changes in Chile’s tax law, foreign shareholders must pay a 35 percent tax owains that

tax, and U.S.-headquartered banks and insurance companies be subject to a reduced 4 percent
withholding tax rate on interest earned in Chile. O

Import Controls -

There are virtually no restrictions on the types or ar?&’s of goods that can be imported into Chile, nor are
there any requirements to use the official foreiggxcltange market. However, importers and exporters must
report their import and export transactions(f\tht Central Bank. Commercial banks may sell foreign
currency to any importer to cover the pricgsp¥ iported goods and related expenses as well as to pay interest
and other financing expenses that are aj Cﬁlﬁed in the import report. Licensing requirements appear to be
used primarily for statistical purposes; ﬁ%slation requires that most import licenses be granted as a routine
procedure. More rigorous liWwedures apply for certain products such as pharmaceuticals and

weapons.

Nontariff Barriers OE

Companies are r¢ to contract the services of a customs broker when importing or exporting goods
valued at over ‘. free on board (FOB). Companies established in any of Chile’s free trade zones are
exempt from b igation to use a customs broker when importing or exporting goods, and noncommercial
shipment@ d at less than $500 also are exempted. Chile’s two free trade zones are the Free Zone of
Iquiq\@ northern tip of Chile and the Free Zone of Punta Arenas in the southern tip.

T POLICIES

where a free trade agreement provides otherwise). The program reimburses a firm up to three percent of
the value of the exported good if at least 50 percent of that good consists of imported raw materials. Chile
publishes an annual list of products excluded from this policy. In accordance with its commitments under
the FTA, as of January 1, 2015, Chile eliminated the use of duty drawback and duty deferral for imports
that are incorporated into any good exported to the United States.
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Under Chile’s VAT reimbursement policy, which is distinct from its drawback program, exporters have the
right to recoup the VAT paid on goods and services intended for export activities. Any company that
invests in a project in which production will be for export is eligible for VAT reimbursement. Exporters of
services can only benefit from the VAT reimbursement policy when the services are rendered to people or
companies with no Chilean residency. Also, the service must qualify as an export through a resolution(b

issued by the Chilean customs authority. \2\

INTELLECTUAL PROPERTY RIGHTS PROTECTION Q~

and effectiveness of Chile’s protection and enforcement of intellectual property rights. ic obstacles
include lack of protection against the unlawful circumvention of technological protecgion nteasures, lack of
effective remedies to address satellite and cable TV piracy, failure to ratif (1991) Act of the
International Convention for the Protection of New Varieties of Plants, and an i tive Internet Service
Provider liability regime. The 2016 Report also urged Chile to address es in reviewing patent
issues in connection with applications to market pharmaceutical pr and to provide adequate
protection against unfair commercial use of undisclosed test or othe generated to obtain marketing
approvals for pharmaceutical products. The United States conting@ work with Chile to address these

Chile remained on the Priority Watch List in the 2016 Special 301 Report due to Weaknes@e\adequacy

and other IP issues.
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CHINA

TRADE SUMMARY

The U.S. goods trade deficit with China was $347.0 billion in 2016, a 5.5 percent decrease ($20.1 billi
over 2015. U.S. goods exports to China were $115.8 billion, down 0.3 percent ($297 million) fro
previous year. Corresponding U.S. imports from China were $462.8 billion, down 4.2 percent. Ch{na
the United States' 3rd largest goods export market in 2016.

U.S. exports of services to China were an estimated $48.4 billion in 2015 (latest data avaNwie) and U.S.
imports were $15.1 billion. Sales of services in China by majority U.S.-owned affiliates $54.9 billion
in 2014 (latest data available), while sales of services in the United States by majcﬁk@bina-owned firms
were $4.8 billion.

U.S. foreign direct investment in China (stock) was $74.6 billion in 201\@5‘[ data available), a 10.5
percent increase from 2014. U.S. direct investment in China is led by m@.fg turing, wholesale trade, and
depository institutions.

KEY TRADE BARRIERS Oi >

The United States continues to pursue vigorous and exfqnded bilateral and multilateral engagement to
increase the benefits that U.S. businesses, workers, f@, ranchers, service providers and consumers
derive from trade and economic ties with China.@,aa effort to remove Chinese barriers blocking or
impeding U.S. exports and investment, the Unjted §tates uses outcome-oriented dialogue at all levels of
engagement with China, while also taking code\ steps to enforce U.S. rights at the WTO as appropriate.
At present, China’s trade policies and practides)in several specific areas cause particular concern for the
United States and U.S. stakeholders. T ey*concerns in each of these areas are summarized below. For
more detailed information on these condtns, see the 2016 USTR Report to Congress on China’s WTO
Compliance, issued on Janua , ,2017, at https://ustr.gov/sites/default/files/2016-China-Report-to-
Congress.pdf. The USTR R ]& Congress on China’s WTO Compliance provides comprehensive
information on the status of thatrade and investment commitments that China has made through the United
States-China Joint Comm on Commerce and Trade (JCCT) and the United States-China Strategic and
Economic Dialogue (S&

INTELLECTU% OPERTY RIGHTS PROTECTION
Overview, O

After cession to the WTO, China undertook a wide-ranging revision of its framework of laws and
T ns aimed at protecting the IPR of domestic and foreign rights holders, as required by the WTO
% ment on Trade-Related Aspects of Intellectual Property Rights (the TRIPS Agreement). Currently,

@1 na is in the midst of a further round of revisions to these laws and regulations, as it seeks to make them
more effective. Nevertheless, inadequacies in China’s IPR protection and enforcement regime continue to
present serious barriers to U.S. exports and investment. As a result, China was again placed on the Priority
Watch List in USTR’s 2016 Special 301 report. In addition, in December 2016, USTR announced the
results of its 2016 Out-of-Cycle Review of Notorious Markets, which identifies online and physical markets
that exemplify key challenges in the global struggle against piracy and counterfeiting. Several Chinese
markets were among those named as notorious markets.
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Trade Secrets

The protection and enforcement of trade secrets in China is a serious problem and has been the subject of
high-profile attention and engagement in recent years. Thefts of trade secrets for the benefit of Chinese
companies have occurred both within China and outside of China. Offenders in many cases continue t
operate with impunity. Most troubling are reports that actors affiliated with the Chinese governme

the Chinese military have infiltrated the computer systems of U.S. companies, stealing terabytes ,
including the companies’ intellectual property (IP), for the purpose of providing commercial ad s to
Chinese enterprises. To help address these challenges, the United States previously has won %ments
from China not to condone this type of state-sponsored misappropriation of trade secret as urged
China to make certain key amendments to its trade secrets-related laws and regulation@cularly with
regard to a draft revision of the Anti-unfair Competition Law. China also has comngitted o issue judicial
guidance to strengthen its trade secrets regime. The United States also has urged ®H{pa™to take actions to
address this problem across the range of state-sponsored actors and to promott?iblic awareness of this
issue. In 2016, China circulated for public comment a draft of propos s@ ions to the Anti-unfair
Competition Law, but it included only minor changes to the provisions xe secrets and therefore did
not address the full range of U.S. concerns in this area. At the Ng er 2016 JCCT meeting, China
confirmed that it is strengthening its trade secrets regime and plang to¥Qolster several areas of importance,
including the availability of evidence preservation orders and d%és based on market value as well as
the issuance of a judicial interpretation on preliminary injunc d other matters.

Bad Faith Trademark Registration -

Of particular and growing concern is the continuing ¥c@sstration of trademarks in bad faith. Although China

has taken some steps to address this problem,NJ.S.¥companies across industry sectors continue to face

Chinese applicants registering their marks an%o ding them for ransom” or seeking to establish a business

building off of U.S. companies’ global re@ﬁ s. At the November 2016 JCCT meeting, China publicly
1k

noted the harm that may be caused by K th trademarks and confirmed that it is taking further steps to
combat bad faith trademark filings.

Pharmaceuticals

Q
The United States conti ueﬁngage China on a range of patent and technology transfer concerns relating
to pharmaceuticals. At t ecember 2013 JCCT meeting, China committed to permit supplemental data
supporting phar cal patent applications. However, to date, it appears that China has only
implemented th#&€ommitment in part. In October 2016, China circulated for public comment proposed
revisions to i@t nt Examination Guidelines, which included a proposed revision that would clarify that
examiner@ consider in their examination process certain post-filing supplemental data. If
imple 7 this proposed revision would represent an important step toward the supplemental data
pra '%he United States and other jurisdictions.
while, many other concerns remain, including the need to provide effective protection against unfair
mmercial use of undisclosed test or other data generated to obtain marketing approval for pharmaceutical
products, and to provide effective enforcement against infringement of pharmaceutical patents.
Additionally, a backlogged drug regulatory approval system presents market access and patient access
concerns. At the December 2014 JCCT meeting, China committed to significantly reduce time-to-market
for innovative pharmaceutical products through streamlined processes and additional funding and
personnel.
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A serious concern that first arose in 2015 stems from China’s proposals in the pharmaceuticals sector that
seek to promote government-directed indigenous innovation and technology transfer through the provision
of regulatory preferences. For example, a State Council measure issued in final form without having been
made available for public comment calls for expedited regulatory approval to be granted to innovative new
drugs where the applicant’s manufacturing capacity has been shifted to China. The United States is pressm

China to reconsider this approach. \2\

In April 2016, the China Food and Drug Administration (CFDA) issued a draft measure that ely
would require drug manufacturers to commit to price concessions as a pre-condition for mark %roval
of new drugs. Given its inconsistency with international science-based regulatory prac %hlch are
based on safety, efficacy and quality, the draft measure elicited serious concerns from th@ States and
U.S. industry. Subsequently, at the November 2016 JCCT meeting, China agreed¢not t& link a pricing
commitment to drug registration evaluation and approval. In addition, China agﬂi@ fot to require any
specific pricing information when implementing the final measure.

Online Piracy \:

Online piracy continues on a large scale in China, affecting a w nge of industries, including those
involved in distributing legitimate music, motion pictures, book ournals software and video games.
While increased enforcement activities have helped stem the o onhne sales of some pirated offerings,
much more sustained action and attention is needed to mak more meaningful difference for content
creators and rights holders, particularly small and medi zed enterprises. At the same time, the United
States has urged China to consider ways to create a broa olicy environment that helps foster the growth
of healthy markets for licensed and legitimate contgs»*The United States also has urged China to revise
existing rules that have proven to be counterprq\1 . For example, new rules on the review of foreign
television content present a serious concenﬁ e contmued viability of licensed streaming of foreign
television content via online platfo hese rules are disrupting legitimate commerce while
inadvertently creating conditions tham for pirated content to displace legitimate content online.
Similarly, quotas on foreign video conte&vallable on online platforms (limited, per platform, to 30 percent
of the previous year’s expendi &\ ntent) limit distribution options and drive consumers to illegitimate

sites to access popular con é
Counterfeit Goods

Although righ grs report increased enforcement efforts by Chinese government authorities,
counterfeiting néyna affecting a wide range of goods, remains widespread. One area of particular U.S.
concern invo dications. Despite sustained engagement by the United States, China still needs to
improve Q lation of the manufacture of active pharmaceutical ingredients to prevent their use in
count d substandard medications. At the July 2014 S&ED meeting, China agreed to develop and
seri consider amendments to the Drug Administration Law that will require regulatory control of the
%turers of bulk chemicals that can be used as active pharmaceutical ingredients. At the June 2015
meeting, China further agreed to publish revisions to the Drug Administration Law in draft form for
blic comment and to take into account the opinions of the United States and other relevant stakeholders.

To date, China has not amended this law, reportedly due to the prioritization of reforming the drug
regulatory system to reduce the drug approval lag.
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INDUSTRIAL POLICIES

Overview

imported goods, foreign manufacturers and foreign service suppliers, while offering substantial governmgnt
guidance, resources and regulatory support to Chinese industries. The principal beneficiaries of
constantly evolving policies are China’s state-owned enterprises, as well as other favored dfmgstic

companies attempting to move up the economic value chain. Q_

China continued to pursue a wide array of industrial policies in 2016 that seek to limit market access for(b\

Secure and Controllable ICT Policies §

In 2015 and 2016, global concerns heightened over a series of Chinese measures thatywould impose severe
restrictions on a wide range of U.S. and other foreign ICT products and services wit apparent long-term
goal of replacing foreign ICT products and services. Concerns centere quirements that ICT
equipment and other ICT products and services in critical sectors be “secur\ ontrollable.”

Some of these policies would apply to wide segments of the Chines, et. For example, in July 2015,
China passed a National Security Law whose stated purpose is tosatdguard China’s security, but it also
includes sweeping provisions addressing economic and industrial%y. Additionally, in September 2015,
the State Council published a big data development plan, whicli fo}) the first time set a timetable for adopting
“secure and controllable” products and services in critigal d€partments by 2020. China also enacted a
Counterterrorism Law in December 2015 and then a Cy@@rity Law in November 2016, which imposed
far-reaching and onerous trade restrictions on impo%io products and services in China.

Other policies would apply to specific sectors off§hina’s economy. A high profile example from December
2014 is a draft measure issued by the Chinal king Regulatory Commission (CBRC) that called for 75
percent of ICT products used in the bagRjng System to be “secure and controllable” by 2019 and that
imposed a series of criteria that would mt foreign ICT providers from China’s banking sector. While
CBRC subsequently suspended work on this draft measure following strong complaints from the United
States, other specific sectors ¢ pursuing “secure and controllable” policies include the insurance
sector and the electronic co e sector, among other sectors.

In 2015, the United Sta‘% concert with other governments and stakeholders around the world, raised
serious concerns at highest levels of government within China. President Obama and President Xi
discussed this iss @ng the state visit of President Xi in September and agreed on a set of principles for
trade in infory echnologies. The issue was also raised in connection with the June 2015 S&ED
meeting and @ ovember 2015 JCCT meeting, with China making a series of additional important
commitm@mth regard to technology policy.

Chi Z; erated many of these commitments at the November 2016 JCCT meeting, where it affirmed that
/ %ure and controllable” policies are not to unnecessarily limit or prevent commercial sales
rtunities for foreign ICT suppliers or unnecessarily impose nationality based conditions and
strictions on commercial ICT purchases, sales or uses. China also agreed that it would notify relevant
@ technical regulations to the WTO Committee on Technical Barriers to Trade (TBT Committee).
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Indigenous Innovation

In 2016, policies aimed at promoting “indigenous innovation” continued to represent an important
component of China’s industrialization efforts. Through intensive, high-level bilateral engagement, the
United States previously secured a series of critical commitments from China that generated major progress

in de-linking indigenous innovation policies at all levels of the Chinese government from govemmenfb
procurement preferences, culminating in the issuance of a State Council measure mandating that provigg

and local governments eliminate any remaining linkages by December 2011. At the November 201 T
meeting, in response to U.S. concerns regarding the continued issuance of inconsistent meas
announced that its State Council had issued a document requiring all local regions and 01es to

“further clean up related measures linking indigenous innovation policy to the provisio overnment
procurement preference.” @

Addressing related concerns, the United States, using the U.S.-China Innovation Diﬂ‘l’s&ue, persuaded China
to take an important step at the May 2012 S&ED meeting, where China commi o treat IPR owned or
developed in other countries the same as IPR owned or developed in Chings United States also used
the 2012 JCCT process to press China to revise or eliminate speci g& ures that appeared to be
inconsistent with this commitment. Throughout 2013 and 2014, C viewed specific U.S. concerns,
and the United States and China intensified their discussions. Att ember 2014 JCCT meeting, China
clarified and underscored that it will treat IPR owned or de%ed in other countries the same as
domestically owned or developed IPR, and it further agree nterprises are free to base technology
transfer decisions on business and market considerations, and ee to independently negotiate and decide
whether and under what circumstances to assign or licRage intellectual property rights to affiliated or
unaffiliated enterprises.

*

In 2016, China’s measures on “secure and cont Ee: ICT policy included provisions that would create
discriminatory indigenous innovation prefe% In addition, China’s recent steps to reform its drug
review and approval system raised new cggéens related to indigenous innovation and technology transfer.
For example, in 2015, China’s State C mssued a measure that calls for expedited review and approval
to be granted to “innovative new drugs with manufacturing capacity shifted to China.” At the November
2016 JCCT meeting, China iss elpful clarification on the intent of its “secure and controllable”
policies, a subject on which t nited States will continue to engage with China closely in 2017.

Technology Transfer chnology Localization
While some long g concerns regarding technology transfer remain unaddressed, and new ones have
emerged, such jng government preferences to the localization of technology in China and granting
regulatory re @ nd approval preferences to innovative drug manufacturers that shift their production to
China, soifiegyBeress has been made in select areas. For example, China committed at the December 2013
JCCT w5 not to finalize or implement a selection catalogue and rules governing official use vehicles.
Th gogue and rules would have interfered with independent decision making on technology transfer
%ld have effectively excluded vehicles produced by foreign and foreign-invested enterprises from
rtant government procurement opportunities. At the same time, new technology-transfer proposals
ntinue to proliferate. For example, in late 2016, ostensibly to further cybersecurity goals, China proposed
a draft standard on the “security controllable evaluation index for central processing units”
(semiconductors) that ranked products on the degree to which product design was duplicable in China—
essentially requiring technology transfer in order to rank high on this index. How authorities intend to
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utilize this index is unclear, but it would appear to create a basis for discriminating against foreign
semiconductors based on the degree to which technology is transferred to China.

Export Restraints \
China continues to deploy a combination of export restraints, including export quotas, export llcensmg

minimum export prices, export duties and other restrictions, on a number of raw material inputs whgr
holds the leverage of being among the world’s leading producers. Through these export restraints, it
that China is able to provide substantial economic advantages to a wide range of downstream p S in
China at the expense of foreign downstream producers, while creating pressure on foreig (Q?stream
producers to move their operations, technologies and jobs to China. In 2013, China re% ts export

quotas and duties on several raw material inputs of key interest to the U.S. steel, alumi d chemicals
industries after the United States won a dispute settlement case against China at thg WTO. In 2014, the
United States won a second WTO case, where the claims focused on China’s exporl‘fégra‘hts on rare earths,
tungsten and molybdenum, which are key inputs for a multitude of U.S.-madg py@thucts, including hybrid
automobile batteries, wind turbines, energy-efficient lighting, steel, adva ectronics, automobiles,
petroleum, and chemicals. China removed those export restraints in M . In July 2016, the United
States launched a third WTO case challenging export restraints maj ed by China. The challenged
export restraints include export quotas and export duties maintai@) China on various forms of 11 raw

materials, including antimony, chromium, cobalt, copper, graphi dium, lead, magnesia, talc, tantalum
and tin. These raw materials are key inputs in importa . manufacturing industries, including
aerospace, automotive, construction and electronics.

Subsidies

China has continued to provide substantial supgidids to its domestic industries, causing injury to U.S.
industries. Some of these subsidies also app%to be prohibited under WTO rules. The United States has
addressed these subsidies through co iling duty proceedings conducted by the Commerce
Department, invocation of a trade poli sliance mechanism established by China’s State Council, and
dispute settlement cases at the WTO % United States and other WTO members also have continued to
press China to notify all of its su, to the WTO in accordance with its WTO obligations. Since joining
the WTO 15 years ago, Chi as*not yet submitted to the WTO a complete notification of subsidies
maintained by the central ment, and it did not notify a single sub-central government subsidy until
July 2016, when it pro@ formation only on sub-central government subsidies that the United States
had challenged as p@bl subsidies in a WTO case.

Excess Capacit

ent actions and financial support in manufacturing industries like steel and aluminum have
contrlg massive excess capacity in China, with the resulting over-production distorting global
markgtNand hurting U.S. producers and workers in both the United States and third country markets such
ada and Mexico, where U.S. exports compete with Chinese exports. While China recognizes the
€ excess capacity problem in these industries, among others, and has taken steps to try to address this
&oblem, there have been mixed results.

Chinese gfv.

From 2000 to 2014, China accounted for more than 75 percent of global steelmaking capacity growth.
While China’s capacity growth appears to have slowed since 2014, according to Organization for Economic
Cooperation and Development (OECD) figures, China’s efforts to address excess capacity to date have not
resulted in reduced total steelmaking capacity in China. Currently, China’s capacity alone exceeds the
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combined steelmaking capacity of the European Union (EU), Japan, the United States, and Russia. China
has no comparative advantage with regard to the energy and raw material inputs that make up the majority

of costs for steelmaking, yet China’s capacity has continued to grow and is estimated to have exceeded 1.16
billion metric tons (MT) in 2016, despite weakening demand domestically and abroad. Steel demand in
China decreased 5 percent in 2015 as compared to 2014, and demand in China has been projected to
decrease by another 1 percent in 2016 and then by 2 percent in 2017, according to the World Stee{b
Association. As a result, China’s steel exports grew to be the largest in the world, at 93 million MT

2014, a 50-percent increase over 2013 levels, despite sluggish steel demand abroad. In 2015, @V e
exports reached a historic high of 110 million MT, and China’s steel exports are expected to
further in 2016, causing increased concerns about the detrimental effects that these exports %Ve on
the already saturated world market for steel.

Similarly, monthly production of primary aluminum in China doubled between J. an and July 2015
and continues to grow, despite a severe drop in global aluminum prices during the ﬁbrlod Large new
facilities are being built with government support, including through energy sub , as China’s primary
aluminum production accounted for 54 percent of global production from through October 2016.
As a consequence, China’s aluminum excess capacity is contributing to a ecline in global aluminum
prices, harming U.S. plants and workers.

Not unlike the situations in the steel and aluminum industries, Ch%productlon of soda ash has increased
as domestic demand has stagnated. As a result, China’s sod ports increased 23 percent in 2015 as
compared to the previous year, and this trend has continued in 2046. Further, China’s soda ash production,
which totaled 26 million MT in 2015, is projected to grqw arly 3 percent annually through 2020, which
is more than double China’s projected 1.2 percent annuaTcrease in domestic demand over that same time
period. It also is estimated that China’s excess soda apacity will continue to grow in the coming years,
reaching over 10.5 million MT by 2019. '\

Excess capacity in China — whether in t industry or other industries like aluminum or soda ash —
hurts U.S. industries and workers not mcause of direct exports from China to the United States, but
because lower global prices and a glut ot Supply make it difficult for even the most competitive producers
to remain viable. Domestic ind \Wn many of China’s trading partners have continued to respond to the
effects of the trade-distortive tSof China’s excess capacity by petitioning their governments to impose
trade remedies such as antl ing and countervailing duties.

Value-added Tax % and Related Policies

As in prior yea 016, the Chinese government attempted to manage the export of many primary,
1ntermed1ate wnstream products by raising or lowering the VAT rebate available upon export. China
sometime@u orces its objectives by imposing or retracting export duties. These practices have caused
treme stortion and uncertainty in the global markets for some products, particularly downstream
pro %\ere China is a leading world producer or exporter, such as products made by the steel, aluminum
a ash industries. These practices, together with other policies, such as excessive government
dization, also have contributed to severe excess capacity in these same industries. A positive
@Velopment took place at the July 2014 S&ED meeting, when China agreed to improve its VAT rebate
@ system, including by actively studying international best practices, and to deepen communication with the
United States on this matter, including regarding its impact on trade. To date, however, China has not made
any movement toward the adoption of international best practices.
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Strategic Emerging Industries

In 2010, China’s State Council issued a decision on accelerating the cultivation and development of
“strategic emerging industries” (SEIs) that called upon China to develop and implement policies designed
to promote rapid growth in government-selected industry sectors viewed as economically and strategically
important for transforming China’s industrial base into one that is more internationally competitive i
cutting-edge technologies. China subsequently identified seven sectors for focus under the SEI initigti
including energy-saving and environmental protection, new generation information teck@ Y,
biotechnology, high-end equipment manufacturing, new energy, new materials and new-ener illes.
The list of sectors was expanded with the issuance of China’s 13th Five-year Plan in March %

To date, import substitution policies have been included in some SEI development plan@e sub-central
government level. For example, a development plan for the light-emitting diode (LHD) industry issued by
the Shenzhen municipal government included a call to support research and deve efit in products and
technologies that have the ability to substitute for imports. Shenzhen rescinded t an in 2013 following
U.S. Government intervention with China’s central government authorities\é

Similarly, some central and sub-central government measures use locag¥#cotent requirements as a condition
for enterprises in SEI sectors to receive financial support or other r&rences. For example, in the high-
end equipment manufacturing sector, China has maintained an axéprogram that conditioned the receipt
of a subsidy on an enterprise’s use of at least 60 percent Chi % ade components when manufacturing
intelligent manufacturing equipment. Citing WTO concerns, United States began pressing China in
2014 to repeal or modify these measures. In 2015, Chifggeported that it had decided not to renew this
subsidy program.
*

In addition, an array of Chinese policies d651g ?:ssist Chinese automobile enterprises in developing
electric vehicle technologies and in building edtic brands that can succeed in global markets continued
to pose challenges in 2016. As previou ég:‘led these policies have generated serious concerns about
discrimination based on the country ofjQrigi#t of IP, forced technology transfer, research and development
requirements, investment restrictions and ¥iscriminatory treatment of foreign brands and imported vehicles.
Although significant progress h made in addressing some of the challenges posed by these policies,
more work remains to be do

In May 2015, China’s %ncil released “Made in China 2025,” a long-term plan spearheaded by the
Ministry of Industry ormatlon Technology (MIIT) intended to raise industrial product1v1ty through
more advanced a @qble manufacturing techniques. Specifically, through Made in China 2025, the
Chinese govern opes to make advanced manufacturing technologies and sectors a key driver of
economic gr@ The implicated technologies and sectors include advanced information technology,
automate ine tools and robotics, aviation and spaceflight equipment, maritime engineering
equip high-tech vessels, advanced rail transit equipment, new energy vehicles, power equipment,
fa ghmery, new materials, biopharmaceuticals and advanced medical products. According to industry
lﬂe%?l\/’ade in China 2025 represents a modest improvement over SEI development plans and indigenous
ation initiatives rolled out over the past decade. However, Made in China 2025 includes many
ldovers from these prior state-driven plans and initiatives, as it, for example, sets targets for indigenous
production or control of up to 40 percent of certain critical components in the aerospace, power and
construction sectors, among other sectors, by 2020, while aiming to achieve substantial productivity gains
in these sectors. Industry experts are skeptical that China will be able to reach its Made in China 2025 goals
due to other policies that hold back competition, limit market access and over-regulate new technologies
and cross-border data flows.
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Import Ban on Remanufactured Products

China prohibits the importation of remanufactured products, which it typically classifies as used goods.
China also maintains restrictions that prevent remanufacturing process inputs (known as cores) from being
imported into China’s customs territory, except special economic zones. These import prohibitions and
restrictions undermine the development of industries in many sectors in China, including mining,
agriculture, healthcare, transportation and communications, among others, because companies in
industries are unable to purchase high-quality, lower-cost remanufactured products produced ou§Tde\of
China.

Standards ?”

In the standards area, two principal types of problems harm U.S. companies. Firstq Chingse government
officials in some instances have reportedly pressured foreign companies seekiffe€o Darticipate in the
standards-setting process to license their technology or intellectual property onu rable terms. Second,
China has continued to pursue unique national standards in a number of €igl) technology areas where
international standards already exist, such as 3G and 4G telecommunicatj dards, Wi-Fi standards and
information security standards. The United States continues to p Qﬁna to address these specific
concerns, but to date this bilateral engagement has yielded minima Qress.

Currently, China is undergoing a large-scale reform of its sta system. As part of this reform, China
is seeking to incorporate a “bottom up” strategy in standards de<elopment in addition to the existing “top
down” system. At the same time, the existing technical \dgmmittees continue to develop standards. For
example, the technical committee for cybersecurity st rds has begun allowing foreign companies to
participate in standards development and setting, %&»‘several U.S. and other foreign companies being
allowed to vote and to participate at the Workinwo p level in standards development.

Government Procurement “Q

China has committed itself to join the V&%’s Government Procurement Agreement. To date, however, the
United States, the EU, and o \QPA parties have viewed China’s offers of coverage as highly
disappointing in scope and ¢ ¢®. China submitted its fifth revised offer in December 2014. This offer
showed progress in a nu%of areas, including thresholds, entity coverage and services coverage.
Nonetheless, remains fa@ acceptable as significant deficiencies remain in a number of critical areas,
including thresholds gntityCoverage, services coverage and exclusions.

China’s current ment procurement regime is governed by two important laws. The Government
Procurement @ , which is administered by the Ministry of Finance, governs purchasing activities
conducted/walT Tiscal funds by state organs and other organizations at all levels of government in China.

The TgMiSrrg and Bidding Law falls under the jurisdiction of the National Development and Reform
Co ion and imposes uniform tendering and bidding procedures for certain classes of procurement
rQ?in China, notably construction and works projects, without regard for the type of entity that
%ucts the procurement. Both laws cover important procurements that GPA parties would consider to be
@Vemment procurement eligible for coverage under the GPA. The United States will continue to work
@ with the Chinese government to ensure that China’s future GPA offers include coverage of government
procurement regardless of which law it falls under, including procurement conducted by both government
entities and other entities, such as state-owned enterprises.
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Investment Restrictions

China seeks to protect many domestic industries through a restrictive investment regime, which adversely
affects foreign investors in services sectors, agriculture, extractive industries and manufacturing sectors. In

a recent survey, the OECD ranked investment restrictiveness in China at over five times the average of the

58 G20 and OECD members surveyed. In line with its own plans for domestic reform, including asrb
expressed through the November 2013 Third Plenum Decision, China continues to consider improverge
to its foreign investment regime, including through the use of a “negative list” as a mechanism to,
access for foreign investors (meaning that all investments are permitted except for thos
excluded). However, many aspects of China’s current investment regime, including lack
liberalization, maintenance of a case-by-case administrative approval system and the pot§t or a new

and overly broad national security review, continue to cause foreign investors great co ~'In addition,
foreign enterprises report that Chinese government officials may condition invegtment®approval on a
requirement that a foreign enterprise transfer technology, conduct research and eldpment in China,
satisfy performance requirements relating to exportation or the use of local conte make valuable, deal-

specific commercial concessions. \Q

In part to address these investment restrictions, the United States ha ged in negotiations with China
to conclude a high-standard bilateral investment treaty (BIT). Inn ogions with the United States, China
committed for the first time to negotiate a BIT that would presidg national treatment at all phases of
investment, including market access (i.e., the “pre-establishm ase of investment), and would employ
a negative list approach in identifying exceptions.
*

The United States has repeatedly raised concerns with a about its restrictive investment regime. To
date, this sustained bilateral engagement has not a significant relaxation of China’s investment
restrictions, nor has it appeared to curtail ad howti ns by Chinese government officials.

Trade Remedies (1‘/9

China’s regulatory authorities in some instances seem to be pursuing antidumping and countervailing duty
investigations and imposing dutj the purpose of striking back at trading partners that have exercised
their WTO rights against Chi veh when necessary legal and factual support for the duties is absent. The
U.S. response has been th and prosecution of three WTO disputes. The decisions reached by the
WTO in those three di onfirm that China failed to abide by WTO disciplines when imposing the
duties at issue.

SERVICES BA RS

Overviev-®:

Asi gt years, Chinese regulators continued to use discriminatory regulatory processes, informal bans on

nd expansion, overly burdensome licensing and operating requirements, and other means to frustrate

forts of U.S. suppliers of services, including banking services, insurance services, telecommunication

ices, Internet-related services (including cloud services), audiovisual services, express delivery

services, legal services and other services to achieve their full market potential in China. Some sectors,

including electronic payment services and theatrical film distribution, have been the subject of WTO dispute

settlement. While China declared an intent to further liberalize a number of services sectors in its Third
Plenum Decision, no meaningful concrete steps have been taken.
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Electronic Payment Services

China continued to place unwarranted restrictions on foreign companies, including the major U.S. credit
card and processing companies, which supply electronic payment services to banks and other businesses
that issue or accept credit and debit cards. The United States prevailed in a WTO case challenging those
restrictions, and China agreed to comply with the WTO’s rulings by July 2013, but China has not yet takerrb
needed steps to authorize access by foreign suppliers to this market. The United States is actively pregsi
China to comply with the WTO’s rulings and is also considering appropriate next steps at the WT(C)

Theatrical Films Q

In February 2012, the United States and China reached an alternative solution with regar%ﬂain rulings
relating to the importation and distribution of theatrical films in a WTO case that ghe Utlited States had
won. The two sides signed a memorandum of understanding (MOU) providing foﬁrbst‘antial increases in
the number of foreign films imported and distributed in China each year, alon ubstantial additional
revenue for foreign film producers. Significantly more U.S. films have b@ orted and distributed in
China since the signing of the MOU, and the revenue received by producers has increased
significantly. However, China has not yet fully implemented its MOU, itments, including with regard
to critical commitments to open up film distribution opportunities fqr imQorted films. As a result, the United
States has been pressing China for full implementation of the Mé)articularly with regard to films that
are distributed in China on a flat-fee basis rather than a reve@ aring basis. At the June 2015 S&ED
meeting, China committed to ensure that any Chinese enterpriyelicensed to distribute films in China can
distribute imported flat-fee films on their own and withQui\dawing to contract with or otherwise partner with
China Film Group or any other state-owned ente . China further committed that the State
Administration of Press, Publication, Radio, Film elevision (SAPPRFT), China Film Group or any
other state-owned enterprise would not directly.grti directly influence the negotiation, terms, amount of
compensation or execution of any distributigigorttract between a licensed Chinese distributor and a U.S.
flat-fee film producer. In2017, under the S fthe MOU, the two sides are scheduled to hold discussions
regarding the provision of further meaqi{g compensation to the United States.

Banking Services \\/

China has exercised signi? caution in opening up the banking sector to foreign competition. In
particular, China has impoSg®working capital requirements and other requirements that have made it more
difficult for foreignha to establish and expand their market presence in China. Many of these
requirements, mo have not applied equally to foreign and domestic banks. For example, China has
limited the sale @ ity stakes in existing state-owned banks to a single foreign investor to 20 percent,
while the tot @ ity share of all foreign investors is limited to 25 percent. Another problematic area
involves theaBility of U.S. and other foreign banks to participate in the domestic currency business in
ChinaZPhts~s a market segment that foreign banks are most eager to pursue in China, particularly with
reg hinese individuals. Under existing governing regulations, only foreign-funded banks that have

epresentative office in China for two years and that have total assets exceeding $10 billion can apply
§ corporate in China. After incorporating, banks only become eligible to offer full domestic currency

ices to Chinese individuals if they can demonstrate that they have operated in China for one year. The

@ regulations also restrict the scope of activities that can be conducted by foreign banks seeking to operate in
China through branches instead of through subsidiaries. In addition, Chinese authorities’ opaque licensing
processes have limited the ability of foreign bank entry or expansion in particular business lines. Partly as
a result of these restrictions, foreign banks continue to hold only a small portion (less than 2 percent) of
total banking assets in China.
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Insurance Services

China’s regulation of the insurance sector has resulted in market access barriers for foreign insurers, whose
share of China’s market remains very low: approximately 5 percent in the life sector and approximately 2
percent in the non-life (property and casualty) sector. In the life insurance sector, China only permits
foreign companies to participate in Chinese-foreign joint ventures, with foreign equity capped at 50 percent.
For the health and pension insurance sectors, China also caps foreign equity at 50 percent. China’s

for political risk insurance is closed to foreign participation, and China restricts the scope of ij n
participation in insurance brokerage services. Meanwhile, some U.S. insurance companies es

China sometimes encounter difficulties in getting the Chinese regulatory authorities to Q‘f
approvals of their requests to open up new internal branches to expand their operations. §

imely
Securities, Asset Management and Other Financial Services

foreign equity. Foreign investors also are only permitted to own up to 49 per, utual fund companies,
futures brokerages and credit rating agencies. Bilateral engagements wit & have helped achieve some
progress in securities and fund management sectors over the years, inc hina increasing the permitted
foreign ownership stake in joint ventures in securities firms from EE tok49 percent after 2012. In addition,

China caps foreign ownership in securities joint ventures and asset managemz mmpames at 49 percent

at the June 2016 S&ED meeting, China committed to gradually rag e percentage of equity that qualified
foreign financial institutions can hold in securities and fund ent companies. Recently, China also
has allowed wholly owned asset managers to engage in privatds€curities fund management business.
*
Telecommunications Services
*

Restrictions maintained by China on both basicjgnd Yalue-added telecommunication services have created
serious barriers to market entry for forelgn ers. Restrictions on basic telecommunication services
have blocked foreign suppliers from acce ector in China that has witnessed explosive growth. China
has informally banned on new entry m handful of Chinese and no foreign-invested suppliers have
been licensed as basic suppliers since Chha’s entry into the WTO, almost two decades ago. There is also
a requirement that foreign suppli ter the China market only through joint ventures with state-owned
enterprises, and capital requi nt¥ exceeding $100 million, although entry requirements for value-added
services are less onerous, éa handful of foreign firms have been granted licenses, and stakeholders
report non-transparent rgquigdments and procedures. For example, in a recently revised telecommunication
services catalogue, lidefising authority restricts foreign entry to the narrow list of services China set
forth in its WTO %commitments, instead of embracing a broad and flexible definition of value-added
services that wo@ ow for innovation. In addition, China has not formally articulated how its WTO
GATS com ynts correspond to its domestic catalogue. In May 2013, in a positive but very modest

¢ Beralization, China introduced rules establishing a pilot program for the resale of mobile
can increase competitive opportunities in China’s heavily concentrated market. However,
ntinues to exclude foreign firms from the pilot program, and there are indications that China may

ing off from this initiative altogether, despite promises to create a resale license category available

1 firms, irrespective of nationality. The United States continues to press for progress in

&Stitutionalizing resale access on the same basis as provided to domestic companies.

servic
Chi

Audio-visual Services

Despite boasting the world’s fastest-growing movie theater market, China’s 49 percent foreign equity limit
for entities supplying theater services and onerous requirements for screening domestic films have
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discouraged U.S. investment. In addition, China’s restrictions on services associated with television, radio
and film production and distribution prohibit or greatly limit participation by foreign suppliers.

Express Delivery Services

The United States continues to raise concerns with China regarding implementation of the 2009 Postal Lav&rb

and related regulations. China has blocked foreign companies’ access to the document segment of Chin

domestic express delivery market, and it does not have a strong track record of providi -
discriminatory treatment in awarding foreign companies business permits for access to the packa (@ent
of China’s domestic express delivery market, where it also applies overly burdensor& ulatory

approaches. §

Legal Services
4

China has issued measures intended to implement the legal services commitme t? it made upon joining
the WTO. However, these measures restrict the types of legal services that rovided by foreign law
firms, including through a prohibition on foreign law firms hiring law \ lified to practice Chinese
law, and impose lengthy delays for the establishment of new offices. Q@

BARRIERS TO DIGITAL TRADE %

Overview

*
China’s Internet regulatory regime is restrictive and nor@wparent, affecting a broad range of commercial
services activities conducted via the Internet. In adpeeii, China’s treatment of foreign companies seeking
to participate in the development of cloud compwg ervices, including computer data and storage services
provided over the Internet, raises concerns.

*
*
Cloud Computing Restrictions '\(1/

ud computing services are typically offered through commercial
s an integrated service in which the owner and operator of a
telecommunication networ! offers computing services, including data storage and processing function,
over that network; or and-alone computer service, with the customer responsible for arranging
connectivity to the ¢Q ng service site. Although China’s GATS commitments cover both options,
neither is curren to foreign-invested companies.

China is seek similarly restrict the ability of foreign enterprises to offer cloud computing services into
China on @ -border basis. Late in 2016, China’s regulator issued a draft notice on regulating cloud
comp ements of which also appeared in a recently issued measure entitled “On Cleaning up and
Re Eg Internet Access Services Market” that prohibits Chinese telecommunication operators from
g consumers leased lines or virtual private network connections reach to overseas data centers. The

d States has raised this issue with China and continues to evaluate it in the context of China’s WTO

"ATS obligation to ensure access to and use of leased lines for cross-border data processing services. The
United States will work to ensure that legitimate cross-border services can continue to be offered into China.

In major markets, including Chi
presence in one of two W,
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Web Filtering and Blocking

China continues to engage in extensive blocking of legitimate websites, imposing significant costs on both
suppliers and users of web-based services and products. According to the latest data, China currently blocks
11 of the top 25 global sites, and U.S. industry research has calculated that up to 3,000 sites in total are
blocked, affecting billions of dollars in business, including communications, networking, news and othe
sites. While becoming more sophisticated over time, the technical means of blocking, dubbed the Qr
Firewall, still often appears to affect sites that may not be the intended target, but that may share ti€sgwe
Internet Protocol address. In addition, there have been reports that simply having to pass all Int ffic
through a national firewall adds delays to transmission that can significantly degrade the %of the
service, in some cases to a commercially unacceptable level, thereby inhibiting or precl %‘(he Cross-
border supply of certain services. §

Voice-over-Internet Protocol (VOIP) Services 4 S

While computer-to-computer VOIP services are permitted in China, Chir@gzitory authorities have
restricted to basic telecommunications service licensees the ability to o P services interconnected
to the public switched telecommunications network (i.e., to call a tra % phone number). There is no
obvious rationale for such a restriction, which deprives consumers.of Quseful communication option, and
thus the United States continues to advocate for eliminating it. é

Domain Name Rules O

Internet Domain Names, a critical input into man b-based services offered in China. While China
clarified that initial fears that the rules sought t,{ﬁ k access to any website not registered in China were
based on a misreading of the intent of the pro dYules, concerns remain with respect to how China intends
to implement requirements on registerin Using domain names and other Internet resources. The United
States will continue to closely monitor é@dlemaking.

*
U.S. and other foreign stakeholders continue to exgre@mem over rules proposed in 2016 to regulate

Cybersecurity Law and Secto W‘lc Laws Implementing Data and Facilities Localization

A number of elements of %’s new Cybersecurity Law, issued in November 2016, authorize Chinese
agencies to further restrict ket access for cloud computing and other Internet-enabled related services,
based on data and fagiliti®”localization policies applicable to services deemed critical. China is likely to
issue additional sg Jpecific measures to implement this law, including by identifying services deemed
critical. These &fejopments have generated serious concerns in the United States and among U.S. and
other foreign @p nies. The United States will continue to closely monitor developments in this area.

Restr@&n Online Video and Entertainment Software

iny restricts the online supply of foreign video and entertainment software through measures affecting
content and distribution platforms. With respect to content, the most burdensome restrictions are
plemented through exhaustive content review requirements, based on vague and otherwise non-
transparent criteria. In addition, with respect to online video, SAPPRFT has required Chinese online
platform suppliers to spend no more than 30 percent of their acquisition budget on foreign content. With
respect to distribution platforms, SAPPRFT has instituted numerous measures, such as requirements that
video platforms all be state-owned, that prevent foreign suppliers from qualifying for a license. SAPPRFT
and other Chinese regulatory authorities have also taken actions to prevent the cross-border supply of online
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video services. The United States is carefully evaluating whether measures governing the distribution of
both online videos and entertainment software comport with China’s WTO GATS commitments, which
include both the investment in and cross-border supply of video and entertainment software services. The
United States will continue to seek to engage with China to address these restrictions.

Encryption

Use of ICT products and services is increasingly dependent on robust encryption, an essential functg \%;

for protecting privacy and safeguarding of sensitive commercial information. Such funcjz iy is
particularly important in China, given the high incidence of cybertheft in this market. Onerou wﬁl‘ements
on the use of encryption, including intrusive approval processes and, in many cases, m ?&y use of
indigenous encryption algorithms (e.g., for WiFi and 4G cellular products), contin% e cited by
stakeholders as a significant trade barrier. The United States will continue to monigor implementation of
existing rules, and will remain vigilant toward the introduction of any new iréments hindering
technologically neutral use of robust, internationally standardized encryption.

Restrictions on Internet-enabled Payment Services \

services in 2010, and it subsequently began processing applicati licensees in a sector that previously
had been unregulated. Regulations were further strengthened@ 5, with additional provisions aimed at
increasing security and traceability of transactions. According“e”a recent U.S. industry report, of over 200
such licenses issued as of June 2014, only two were issd 4o foreign-invested suppliers, and those two
were for limited services. This report provides clear ¢ ce supporting stakeholder concerns about the
difficulties they have faced entering the market and Slow process foreign firms face in getting licensed.
In addition, as with other ICT sectors, PBOC haxreqtired suppliers to localize data and facilities in China.
The United States will continue to seek to er@e ith China to address these restrictions.

*

AGRICULTURE ,\(1/
Overview \\/

China is the largest agricu% export market for the United States, with more than $21 billion in U.S.
agricultural exports in 20 p from $20 billion in 2015. Much of this success resulted from intensive
engagement by the Unjted8tates with China’s regulatory authorities. Notwithstanding this success, China
remains among thg @ transparent and predictable of the world’s major markets for agricultural products,
largely because §ipcven enforcement of regulations and selective intervention in the market by China’s
regulatory aufhorjties. Seemingly capricious practices by Chinese customs and quarantine agencies delay
or halt sh s of agricultural products into China. Sanitary and phytosanitary (SPS) measures with
questigfiyprecientific bases or a generally opaque regulatory regime frequently have created difficulties
and %inty for traders in agricultural commodities, who require as much certainty and transparency as

sle. With China moving forward with implementation of its 2015 Food Safety Law, new regulations

The People’s Bank of China (PBOC) first issued regulations forino bank suppliers of online payment

od exports — are on the increase. In addition, market access promised through the TRQ system set up
pursuant to China’s WTO accession agreement still has yet to be fully realized. At the same time, China
has been steadily increasing domestic support for key commodities, and reports commissioned by certain
U.S. farm groups have concluded that China may be exceeding its WTO limits.

@ new concerns such as burdensome and unnecessary requirements for official certification of low-risk
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Beef, Poultry and Pork

In 2016, beef, poultry and pork products were affected by questionable SPS measures implemented by
China’s regulatory authorities. For example, China continued to block the importation of U.S. beef and
beef products, more than nine years after these products had been declared safe to trade under international
scientific guidelines established by the World Organization for Animal Health (known by its historica
acronym OIE), and despite the further fact that in 2013 the United States received the lowest risk gta
from the OIE, i.e., negligible risk. China also continued to impose an unwarranted and unscientifi Nan
Influenza-related import suspension on U.S. poultry due to an outbreak of high-pathogenic Avia nza
(AI), which has now been eliminated in the United States. Specifically, China has been unwillin¥to follow
OIE guidelines and accept poultry from regions in the United States unaffected 15 disease.
Additionally, China continued to maintain overly restrictive pathogen and residue req&ents for raw
meat and poultry. Consequently, anticipated growth in U.S. exports of these aﬂducts was again not
realized.

4
Biotechnology Approvals \Q E

Overall delays in China’s approval process for agricultural products dgti rom biotechnology worsened
in 2016, creating increased uncertainty among traders and resultin ir&verse trade impact, particularly for
U.S. exports of corn. In addition, the asynchrony between Cl% product approvals and the product
approvals made by other countries widened.

In February 2016, China issued safety certificates for thred\gf¢he 11 products of agricultural biotechnology
under review. However, China continued to delay ap als for eight other products, with applications
dating as far back as 2011, even though more than Zen other countries have deemed them to be safe.
At the JCCT meeting in November 2016, ChingNndi®ated that it would have the opportunity to review the
status of its safety evaluation for these prod in*December 2016, but it gave no indication as to whether
it would issue safety certificates for themey* >

At the June 2016 S&ED meeting, the%hited States agreed to provide China’s regulators with a study
addressing the impact of asynch Wapprovals on sustainability, innovation and trade. The United States
subsequently commissioned &1 * which has been provided to China’s regulators.

Domestic Support 0

For several years s%‘ has been significantly increasing domestic subsidies and other support measures
for its agricultuif§y/sgCtor. China has established a direct payment program, instituted minimum support
prices for bas modities and sharply increased input subsidies. China has implemented a cotton reserve
system, bifs minimum purchase prices, and cotton target price programs. It also has begun several
new s chemes for hogs and pork, along with a purchasing reserve system for pork. China submitted
its s@ecent notification concerning domestic support measures to the WTO in May 2015, but it only

ina to calculate support levels, particularly with regard to its price support policies and direct
ments, result in underestimates. Certain U.S. farm groups have commissioned reports to calculate
support levels for certain commodities, including corn, wheat and soybeans, and these reports have
concluded that China may be substantially exceeding its WTO-agreed domestic support spending limits.
In September 2016, the United States launched a WTO case challenging China’s government support for
the production of rice, wheat and corn as being in excess of China’s commitments.

igv ed information up to 2010. The United States has remained concerned that the methodologies used
y
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Tariff-rate Quota Administration

In December 2016, the United States launched a WTO case challenging China’s administration of tariff-
rate quotas for rice, wheat and corn.

TRANSPARENCY

E
Overview 0\2\

One of the core principles reflected throughout China’s WTO accession agreement is transpar china’s
WTO transparency commitments in many ways required a profound historical shift in %policies.
Although China has made strides to improve transparency following its accession t@ TO, there
remains a lot more for China to do in this area. 4 .

Publication of Trade-related Laws, Regulations and Other Measures

In its WTO accession agreement, China committed to adopt a single of '&mal for the publication of
all trade-related laws, regulations and other measures, and China a %single official journal, to be
administered by MOFCOM, in 2006. To date, it appears that somg btnot all central-government entities
publish trade-related measures in this journal, and these governr%ntities tend to take a narrow view of
the types of trade-related measures that need to be published ir@ ficial journal. As a result, while trade-
related administrative regulations and departmental rules ar®=rhore commonly (but still not regularly)
published in the journal, it is less common for other megs ssuch as opinions, circulars, orders, directives
and notices to be published, even though they are in 11 binding legal measures. In addition, China
does not normally publish in the journal certain typ ‘trade-related measures, such as subsidy measures,
nor does it normally publish sub-central govem&nt rade-related measures in the journal.

Notice-and-comment Procedures “Q

In its WTO accession agreement, Chiﬁ}committed to provide a reasonable period for public comment
before implementing new trade- laws, regulations and other measures. China has taken several steps
related to this commitment. [Z2Q0® the National People’s Congress (NPC) instituted notice-and-comment
procedures for draft laws, ortly thereafter China indicated that it would also publish proposed trade
and economic related admidsStrative regulations and departmental rules for public comment. Subsequently,
the NPC began regy lishing draft laws for public comment, and China’s State Council often (but

not regularly) pub}iSheg draft administrative regulations for public comment. In addition, many of China’s
ministries were sistent in publishing draft departmental rules for public comment. At the May 2011
S&ED meeti@ ina committed to issue a measure implementing the requirement to publish all proposed
trade and@ ic related administrative regulations and departmental rules on the website of the State
Coungs islative Affairs Office (SCLAO) for a public comment period of not less than 30 days. In
Apri 2, the SCLAO issued two measures that appear to address this requirement. Since then, despite
tiuing U.S. engagement, little noticeable improvement in the publication of departmental rules for

¢ comment appears to have taken place, even though China confirmed that those two SCLAO

easures are binding on central government ministries.

Translations

In its WTO accession agreement, China committed to make available translations of all of its trade-related
laws, regulations and other measures at all levels of government in one or more of the WTO languages, i.e.,
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English, French and Spanish. Prior to 2014, China had only compiled translations of trade-related laws and
administrative regulations (into English), but not other types of measures, and China was years behind in
publishing these translations. At the July 2014 S&ED meeting, China committed that it would extend its
translation efforts to include not only trade-related laws and administrative regulations but also trade-related
departmental rules. Subsequently, in March 2015, China issued a measure requiring trade-related
departmental rules to be translated into English. This measure also provides that the translation of
departmental rule normally must be published before implementation. The United States is pressing Ch

to ensure that it similarly publishes translations of trade-related laws and administrative regulationgBejare
implementation, as required by China’s WTO accession agreement.

LEGAL FRAMEWORK §?‘

Overview

In addition to the area of transparency, several other areas of China’s legal frame?ﬁk can adversely affect
the ability of the United States and U.S. exporters and investors to access o #qveyt’in China’s market. Key
areas include administrative licensing, competition policy, the treatment x ¥overnmental organizations
(NGOs), commercial dispute resolution, labor laws and laws gov %nd use. Corruption among
Chinese government officials, enabled in part by China’s incomplé&option of the rule of law, is also a

key concern.
Administrative Licensing O

*

Despite numerous changes made by the Chinese go@ent since the issuance of the Third Plenum
Decision in November 2013, U.S. companies conti encounter significant problems with a variety of
administrative licensing processes in China, infludirtg processes to secure product approvals, investment
approvals, business expansion approvals, bu icense renewals and even approvals for routine business
activities. While U.S. companies are en ﬁ by the overall reduction in license approval requirements
and the focus on decentralizing licensi %oval processes, U.S. companies report that these efforts have
only had a marginal impact on the1r 11 ng experiences so far.

Competition Policy

Chinese regulatory aut %mplementatlon of China’s Anti-monopoly Law poses multiple challenges.
One key concern r ow the Anti-monopoly Law will be applied to state-owned enterprises, given
that a provisio Unti-monopoly Law protects the lawful operations of state-owned enterprises and
government mo@les in industries deemed nationally important. To date, China has enforced the Anti-
monopoly L inst state-owned enterprises, and it has stated that this law applies to state-owned
enterpriseg\ some U.S. companies have expressed concern that enforcement against state-owned

enterpQ~ more limited.

er concern relates to the procedural fairness of Anti-monopoly Law investigations. U.S. industry has

ssed concern about insufficient predictability, fairness and transparency in the investigative processes

@tbe National Development and Reform Commission (NDRC), including NDRC pressure to “cooperate”
@ in the face of unspecified allegations or face steep fines and limitations imposed by NDRC on the ability
of foreign companies to bring counsel to meetings. U.S. industry has also conveyed that AML agencies

can occasionally only reluctantly accept the presence of counsel at meetings, particularly foreign counsel.
Through the S&ED and JCCT processes over the past few years, the United States was able to secure
commitments from China designed to help address most of these matters, and Chinese agencies have taken
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steps to implement these commitments, although some concerns remain. The United States continues to
work closely with affected U.S. parties as it seeks to ensure that China’s anti-monopoly enforcement
agencies fully implemented these commitments.

In 2015, the United States secured additional commitments from China relating to Anti-monopoly Law \

enforcement proceedings. These commitments addressed the protection of confidential business(b

information, the independence of Anti-monopoly Law decision making, the jurisdiction of courts revi

administrative Anti-monopoly Law decisions and anti-monopoly enforcement agencies’ proce

reconsidering decisions. China also recognized the importance of maintaining coherent rules Q‘h’ to
e

intellectual property rights in the Anti-monopoly Law context, including by taking into ac pro-
competitive effects of intellectual property licensing. §

In 2016, the United States used all platforms available to encourage China to purs nti*monopoly Law
measures and enforcement policies that are consistent with its 2015 commltrne addltlon in June

unjustified restrictions on competition through government regulations and s, an initiative for which

the United States has expressed support. Q~

2016, China’s State Council established a “Fair Competition Review Syft demgned to prevent
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COLOMBIA

TRADE SUMMARY

The U.S. trade balance with Colombia shifted from a goods trade surplus of $2.2 bi