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COMMITTEE ON WAYS AND MEANS

U.S. HOUSE OF REPRESENTATIVES
WASHINGTON, DC 20515-6348

April 12, 1994

The Honorable Michael Kantor

-U.S. Trade Representative

600 17th Street,
Washington, D.C.

N.W. -
20506

Dear Mr. Ambassador:

In view of the recent activity surrounding China‘s accession
to the General Agreement on Tariffs and Trade (GATT), and in
response to Beijing’s expression of interest in becoming an
original member of the World Trade Organization (WTO), we thought
it appropriate to outline our views on this matter. While we .
recognize that the U.S. Government, in the October 1992
"Memorandum of Understanding Between the Government of the United
States of America and the Government of the People’s Republic of
China Concerning Market Access," agreed to "staunchly support
China‘s achievement of contracting party status to the GATT," we
note that this commitment was contingent on reaching agreement
with the Chinese government on an acceptable protocol of
accession.

We believe that, given the current size of the Chinese
eccnemy as well as its future grewth potential, China’s entry
into the GATT/WTO is likely to have a dramatic effect on the
dynamic between and among contracting parties. Furthermore,
China has an economy in transition, that is, one evolving from a
centrally planned to a free market operation. As such, its
accession to GATT/WTO will be especially complex.

For the above reasons, we feel that China’s accession should
be handled cautiously, methodically, and with due deliberation.
In this regard, we wholeheartedly agree with the U.S. delega-
tion’s statement at the March 18 Working Party meeting advising
against the establishment of artificial deadlines in China’‘s
accession process. China’s accession process should take what-
ever time is necessary, whether.that be months or years, to
ensure that it is done properly.

Cea



The Honorable Michael Kantor
April 12, 1994
Page Two

On the substance of China’s accession protocol, we should
insist above all that China enter the GATT/WTO system on a sound
commercial basis. This is particularly important since Beijing
still relies to a significant extent on state trading enter-
prises. 1In addition, we should insist that China be willing to
adhere, without exception, to basic GATT principles and to the
obligations under the Uruguay Round agreements as a prerequlslte
for entry into the GATT/WTO. In this regard, for example, China
should be under the same obligations as are other developed
contracting parties on transparency, national treatment, and
exchange arrangements.

We also believe that China must commit to a uniform and
unified national trade regime. In this regard, the United
States, as well as the other contracting parties, must be assured
of the compliance of the Chinese provinces with multilateral
obligations undertaken by the central government in Beijing.
Finally, we would protest strongly against affording China any of
the special and differential treatment afforded developing
country contracting parties.

In conclusion, we accept that China‘s eventual entry into
the global community of GATT/WTO trading nations is both logical
and probably inevitable. However, we strongly believe that the
process through which China accedes to the GATT/WTO system should
not be accelerated or subject to artificial deadlines. There
should be a rigorous review of the Chinese trading regime coupled
with the formulation of a comprehensive protocol that ensures
China‘s entry on a sound commercial basis.

We look forward to working with the Administration on this
important matter.

il oyt

Bill Archeér Dan Rostenkowski

Chai >
. ° /%h
ane Sam M. Glbbons

o F
Ranklng Republlcan Member Chairman
Subcommittee on Trade. , Subcommittee on Trade

v



DRAFT PROTOCOL FOR CHINA'S ACCESSION.TO THE GATT

CHAIRMAN'S DRAFT (7/19/94)
Preamble

The govemments which ‘are contracting parties to the GATT, the
European Community and the Govemnment of the People's Repubhc
=f China,

Taklng note of the request of China dated 10 July 1986 for the
resumption of lts ‘status as a contractrng party to the GATT,

Considering that China is in _a process of transition to a market
oriented economy, :

Havmg regard to the results of the negotnatlons conceming the
status of China as a contracting party,

Have through their representatives agreed.as follows:

KK

DRAFT PROTOCOL FOR CHINA'S_,;‘\_CCESSION TO THE GATT
CHINESE DRAFT (7/26/94) -

Preamble

The govemmehts ‘whtch are contracting’ parties to the'GATT-, the
European Communities, and the Govemment of the People's

Republic of China,

Taking note of the request of China dated 10 july 1986 for the |
resumption of its status as a contracting party to the GATT,

Takmg note of the fact that Chma IS a developing country with a

. low per-capita income,

Taking note of the fact that Chihe is a signatory to the Final Act

~ and has accepted the re_sults of the Uruguay Round negotiations;

Having regard to the results of the negotlatlons dlrected towards
th|s end,

Have' through their representatives agreed as follows:



-Members of the World Trade Organlzatlon and the People s Repubhc
of ChmaA

Taking note that_ China is a signatory to the Final Act and has
ac_cepted the results of the;Uruguay_ Round negotiations,

Considering that Chma is in a process of transmon to a market
onented economy, ..

Having. regard to the results of the negotlatlons concemmg Chlna s
membership in the WTO" '

Have through their re_presentati\./es agreéd as follows:

Part I. General Provisiqns

I.-General

~ 1‘.-The status of Chin;'as a contracting party to the GATT shall,
upon entry into force of this Protocol pursuant to paragraph _, be’

governed by the provisions of this Protocol. China shall apply to
contracting pames prowsnonally and subject to this Protocol:

(a) Parts |, 1Il, and IV of the GA]T and

 (b) Part 'II_of the GATT to the fullest-extent not inconsistent.
with its legislation existing on the date of entry into force
of this Protocol. The legislation deemed to be covered by
this Protocol shall be that set out in Annex _.

Part I. General Provisions

|. General .

1. China shall, upon entry into force of this Protocol pursuant to
paragraph _, resume its contracting party status with the GATT, and
shall apply to contractmg parties provnsnonally and subject to this
Protocol: .

(a) Parts I, lil and IV of the GATT, and

(b) Part Il of the GATT to the fullest extent not inconsistent
with its legislation existing on the date of this Protocol.
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The'obligations ineorporated in paragraph 1 of Article | by re_ference

- to"Article Ill.ar\d_'those incorporated in paragraph 2(b) of Article li
- by reference to Article VI of the GATT shall be consideréd as falling

within part Il for the pUrpoSe of this.paragraph. .

2. (a) The provrsrons of the GATT to be applied to contractrng

' partles by China shall, except as otherwise provided in this Protocol,

be the provisions contained in the text annexed to the Final Act of
the second session of the Preparatory committee of the UN
Conference on Trade and Employment, as rectified, amended or

~ otherwise modified by such instruments as may have become

effective on the day on which China is resummg its status as a

: contractrng party.

(b)'ln each caSe in which paragraph 6 of Article V, subparagraph
4(d) of Article-Vil, and subparagraph 3(c) of Article X of the GATT

- refer to the date of that Agreement, the apphcable date in respect ,

of Chma shall be the date of this Protocol
2. _Admrmstratron of the Trade Reglm_e
(A) Uniform Administration ~ ~ . _. e

1. The provisions of the GATT establishing t-he__WTO and the
Multilateral Trade Agreements annexed thereto (hereinafter referred

. to as "WTO Agreement") shall apply to the entire customs territory

of China, including border trade regions, minority autonomous

areas, Special Economic Zones, open coastal cities, economic and -

The obligations in‘corpqrateﬂ_ in paragraph 1 of Aticle | by reference

“to Article Ill and those incorporated in paragraph 2 (b) of Article Il

by reference to Article VI of the. GATT shall be considered as falling

- within part Il for the purpose of this paragraph

2. (a)y The provrsuons of the GATT to be applred to contracting
parties by China shall, except as otherwise provided in this Protocol,

. be the provisions contained in the text annexed to the Final Act of

the second session of the Preparatory committee of the UN
Conference 'on Trade and Employment, as rectified, amended or

‘otherwise modified by such instruments as may have become

effective on the day on which China is resumlng its status as.a
contractrng party.

(b) In each case in which paragraph 6 of Artlcle V subparagraph

"4(d) of Article VIl and subparagraph 3 (c) of Article X of the GATT

refer to the date of that Agreement, the applicable date in respect
of Chlna shall be the date of this Protocol :

2. Admmrstratron of the Trade Regrme

: (A) Umform Admlmstratlon

1. The provisions of the GATT estabttShing the WTO and the -

- Multilateral Trade Agreements annexed thereto (hereinafter referred

to as "WTO Agreement") shall apply to the entire customs territory

- of (hina, including border trade regions, minority autonomous

areas, Specral Economrc Zones, open coastal cities, economrc and



i

- technical developmer'tt zones-and similar areas, and other areas
- where special tariff and tax regimes have been eStainshed.

2. China shall ensure that the provisions of the GATT/WTO.
AGREEMENT and this Protocol ‘are applied uniformly throughout its

“customs territory, mcludlng by govemment entities below the :

-~

natlonal level.

3. Chi_na shall administer in a u_hiform, impartial and reasonable
.manner all its laws, including the Foreign Trade Law, decrees, .

regulations, decisions, n_rli'ngs and guidance pertaining to or
affecting. trade in goods and services.

4. -.Ch.ina's- laws, regutations, decisions and rulings mandated by

government entities below the national level shall conform to the

“obligations undertaken in this Protocol and the GATT.

5. 'China- st1a|| establish a mechanism under which domestic and

: forergn persons can bring to the attention of the central govemment

cases of non-uniform apphcatron of the trade regrme

: (B) Special Economic Aréas

6. As of the date of entry into force of this Protocol China shall

notrfy to the GATT/WTO all the relevant laws and regulations relating -
“to its special economic areas, listing these areas by name and

indicating the geographic boundaries that define them. China shall
notify the GATT/WTO promptly, but in any case within _ days, when
additional special regimes are established or when the relevant laws

technical ‘development zones and similar areas, and other areas
where special tariff and tax regimes have-been established.

| 2. Ch‘ina shall ensure that the provisions ef_the, GATT/WTO

Agreement and this Protocol are applied uniformly throughout its
customs territory, including by govemment entities below the

- national level

3. (_Zhina shall administer in a uniform, impartial and reasonable
manner all its laws; including the Foreign Trade Law, decrees,

. regulations, decisions, rulings and guidance pertaining to or

affecting trade in goods.

4. China's laws, regulations, decisions and rulings. mandated by
“government entities below the national level shall conform to the

obligations undertaken in this Protocol and the GATT.

v

| (B) Special Economic Areas | |

1. As of the date of entry into force of this Protocol, China shall

notify to the GATT/WT O all the relevant laws and regulations relating

to its special economic areas, listing these areas by name and

" indicating the geographic boundaries that define them. China shall

notify the GATT/WTO promptly,-and shall make available to them
such information regarding- the additional special regimes that are




_and regulations relating to existing special economic areas are established. China shall also provide information in-its notifications

~modified, and shall submit copies of the applicable laws and . describing how the special trade, tariff, and tax regulations applied
regulations within _ days thereof for GATT/WTO review. China shall - are limited to the designated areas, including information

-also provide information in its notifications describing how the conceming relevant enforcement measures.

special trade, tariff and tax regulations -applied are limited to the
designated areas, including mfonnatlon concemlng relevant
enforcement measures. :

7. China shall progressively liberalize and adjus't its_economic and ) : S
trade policies throughout its customs territory, with a view to 2. (hina shall progressively adjust its economic and trade policies

narrowing the differences between the policies in the special _ throughout its customs territory, with a view to narrowing the
economic areas and those in other parts of China's customs differences between the policies in the special economic areas and

Lo territory. Within _ years of the date of entry into force of this = - those-in other parts of China's ‘customs territory, and eventually

‘ o Protocol, China shall unify the application of its trade regime unify the application. of its trade regime throughout its customs

L throughout its ‘customs territory. China shall apply to |mported o territory. China shall apply to imported products, including

.products, including physically incorporated components, introduced - physically incorporated components, introduced into the other parts
into the other parts of China's customs territory from the special - of China's customs territory from the special economic areas, all
economic areas, -all taxes,~import restrictions; and customs and tariff ~ taxes, import restrictions, and customs and tariff charges that are
charges that are normally -applied to imports into the other parts of __normally applied to- lmports into the other parts of China's customs

- - China's customs territory. terntory

8. Upon reqdest- of any contracting party/WTO member, and as part
of the review by the Working Party provided: for in paragraph _of '
this Protocol, the documents submitted by China, other . :
developments affecting trade in the special economic areas, and
progress towards the elimination of the policy differences between
the special economic areas and the other parts of China's customs
territory shall be examined. -
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9. China shall strengthen the enforcement of taxes, tariffs and
non-tariff measures on trade between its special economic areas

and the other parts of China's customs territory. Statistics on such -
trade shall be maintained and improved, and shall be notified to the
GATT/WTO. China shall strictly enforce relevant laws and regulations

- in order to eliminate all illegal practices in such trade and

smuggling between special economic areas and the other parts of
China's customs territory. In providing preferential arrangements for
enterprises within such special economic areas, non-discrimination
“principles and in particular national treatment, shail be fully:
observed.

(Q Transparency

10. In implementing the provfsions' of the GATT/WTO Agreement,

(China shall enforce ohly those laws, regulations, rules, decrees,
administrative guidance, policies and other measures pertaining to
or affecting trade in goods and services, trade-related aspects of
intellectual property rights -(hereinafter referred to as "TRIPS"), and
the control of foreign exchange, that are published and readily
available to other govemments and foreign traders. In addition,
China shall make available to contracting parties/WTO Members all
laws, regulations, rules, decrees, administrative guidance, policies

. and other measures pertaining to or affecting trade in goods and

services, TRIPS and the control of foreign-exchange, translated to
the maximum extent possible into one of the official languages of
the GATT/WTO, _calendar days before such measures are
implement or enforced. Any publication relating to such measures
shall include the effective date of these measures and the products

3. (hina shall strengthen the enforcement of taxes, tariffs and
non-tariff measures on trade between its special economic areas
- and other parts of China's customs territory.

(Q) Transparency

1. Without prejudice to- the requirement of Article X of the GATT,
China undertakes that only laws, reguia_tions, rules, decrees,
administrative guidance and policies pertaining to trade that are
published and readily available to other govemments and foreign
traders shall be enforced. In addition, new laws, regulations, rules,
decrees, administrative guidance and policies pertaining to trade
shall be published before these measures are made effective. Any
publication relating to such matters shall include the effective date
of these measures and the products affected by a particular
measure identified by tariff line as appropriate.



affected by a particular measure, |dent|f|ed by approprlate
classification. .

11. China shall apply on a most favored nation basis all

- transparency commitments agreed bllaterally with other countries

and separate customs terrltones

12. China undertakes not to invoke provisions of the GATT/WTO

.Agreement conceming the disclosure of confidential information as -

justification for withholding information on import or export quotas.

~ or other information required by this Protocol to be publlshed or

disclosed.

13. The fypes of information deemed "confidential for the purposes_
of Amcle X:1 of the GATT are set out in Annex _.

14, Chlna shall establish or designate an official journal dedicated

to the publication of all laws, regulations, rules, -decrees,
administrative guidance, policies and other measures pertaming to
or affecting trade in goods and services, TRIPS and the control of
foreign exchange, and shall provide a period of _ calendar days for
comment to the appropriate authorities after publlcatlon in this.
jounal before such measures are implemented. Any publication
relating.to such matters shall include the period for comment, the
effective date of these measures and the products (identified by HS
tariff line) and services affected by a particular measure. China
shall publish this joumal on a-regular basis and make copies of all

. issues of this joumal readlly avallable to Chinese and foreign
~ nationals.

3. China shall apply_'on a most favored nation basis all tra'nsparency
commitments agreed bilaterally with other countries and separate
customs. territories.

2. Information the disclosure of which would prejudice legitimate

commercial interests of particular enterprises, public and private, or
would impede law enforcement, shall be deemed to be confidential
and its disclosure is not required by the provisions of this Protocol.

4. The Govemment of Chma shall establish or deS|gnated an offucual
joumal dedicated to the publication of laws, regulations, rules,

_ decrees, administrative guidance and policies pertaining to trade.
‘The Govermment of China shall publish this joumal .on a regular

basis and make copies of all issues of this journal readily available
to domestic and forelgn nationals.



15. Any publication relating to trade in services shall specify, by
appropriate classification, the services affected.

16. China shall publish in the official journal, by appropriate
classification and by service where relevant, a list of all
organizations, -including those organization delegated such authority

~from the central govemment, that are responsible for authorizing,

approving or regulating services activities whether through grant of
license or other approval procedures and the conditions for
obtaining such licences or approval shall also be published.

17. China shall. establlsh or desugnate enquiry points where, upon
request of any domestic or foreign individual or entity, all
information relating to the laws, regulations, rules, decrees,
administrative guidance, policies and other measures pertaining to
or affecting trade in goods and services, TRIPS, and the control of

foreign exchange, as well as the published texts, can be obtained.

This information shall include the names of national or sub-national
authorities (including contact points) responsible for implementing a
particular measure (either directly or in a supervisory capacity), and
any interests or relationships such authorities may have in the
production, use or other form of utilization of the regulated product
or service. Replies to enquiries for information shall generally be
prowded within _ days after_receipt of a request. In exceptional
cases, replies'may be provided within _ days after receipt of a

request. Notice of the delay and the reasons therefor shall be
provided in writing to the interested party. Replies shall be

complete and shall represent the authoritative view of the Chinese

_government both at the central and local levels.

5. The Govemment of China shall institute or designate an inquiry
point where all information relating to the provision of this Protocol

" can be obtained. The inquiry point shall provide replies to inquires

raised by interested govemments of contracting parties within 40
working days in principle after receipt of a request.



18. One enquiry point shall be established for the central
government. At thé sub-national level, one enquiry point shall be
established for each of the so- -called first level administrative_'
divisions, including provinces, autonomous reglons and
municipalities.

19. China shall supply contracting parties/WTO Members with

 statistical data and other information- describing China's. economy

and tradmg system specified in Annex _ of this Protocol not less
than once every two years, and thirty calendar days prior to a
meeting of the Workmg Party provrded for in paragraph of this

. Protocol

(D) judici_al Review

20. China confimms that the tribunals and: procedures referred to in

‘Atticle X:3(b) of the GATT shall review promptly all disputes relating

to, inter alia, laws, regulations, judicial decisions and administrative
rulings of general appllcatlon referred to in Article X:1 of the GATT.

AR Chlna shall establlsh or desugnate tribunals, contact points

and/or procedures required for implementation of provisions of the

- GATT. The tribunals shall be independent of the agencies entrusted

with administrative enforcement of provisions contained in the
GATT/WTO Agreement and the decisions of such tribunals shall be
implemented by, and shall govem the practice of, such agencies -
unless an appeal is lodged with a court or tribunal of superior
jurisdiction within the time prescribed.

6. China shall supply contracting parties with the statistical data and
other information describing China's trade regime specified in Annex

of this Protocol not less than once every two years, and thirty
days prior to a meeting of the Working Party provided for in
paragraph of this Protocol.

(D) ludicial Review

1. The Chinese government will maintain administrative and judicial
tribunals and procedures for the purpose, inter alia, of the prompt
review and correction of administrative action relating to customs
matters, including customs valuatlon



22.-Procedures implemented shall include the opportunity for

appeal; without penalty, by individuals or entities affected by ‘the
relevant decision. If the initial right of appeal is to an

administrative body, there shall also be the opportunity for appeal

of the decision to a judicial body. ‘Notice of the decision on appeal
shall be given to the appellant and the reasons for such decision
shall be provided in writing. The appellant shall also be informed

of any nght to further appeal

23. For the purposes of this Protocol, the judicial review tribunals,
contact points, and/or procedures established by China shall cover,
but not be limited to: customs classification, charges, and valuation,;
“taxes and tariffs applied to imports and.exports; the availability and
distribution of import and export licenses, pemmits or quotas;
application of measures for safeguard or balance-of-payments
Ppurposes or to protect against unfair trade; and other measures
applled to protect the domestic market )

24, Such tribunals,, contact points, and/or procedures shall also -
‘cover measures pertaining to or affecting the TRIPS Agreement and
- the General Agreement on Trade in.Services (hereinafter referred to
as GATS), including, but not limited to, any measure affecting in
any way the regulation, control or. promotion of transportation
services, insurance and insurance-related services, banking and
other financial services, telecommunications services, distribution
services, entertainment services, information processing services,

* construction ‘and maintenance serwces -professional services, and
_retail sales services.

-10-

2. China confirms that the tribunals and procedures referred to in
Atticle X:3(b) shall review promptly all the customs matters.
Decisions of tribunals or procedures shall be motivated and the
opportunity for appeal without penalty shall be communicated in_
writing. Notwithstanding the provisions of Article X:3(c), if an initial
right of appeal is to an-administrative body, there shall also be the
opportunity for timely appeal of the decision to a judicial body.
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3 'Spec__i_aI-Trade Amrangements .

China shall, by (x date), brinlg into conformity with the GATT/WTO
Agreement all special trade arrangements, including barter trade

- arrangements, with third countries and separate customs territories.

" 4. Trading Rights. of Enterprises

1. In implementing the provisions of the GATT/WTO Agreement, and
subject to the provisions set out below, China's national and
sub-national authorities shall take no measure to limit the trading
rights of individuals or enterprises, foreign and domestic. '

2. As of the date of entry into force of this Protocol, China shall not
grant special or exclusive trading rights to enterprises other than to
the designated enterprises for the products specified in Annex _.

China shall thereafter progressively phase out the products affected,

and shall ensure that by :(x date) no more than _ products shall be -

subject to trading or distribution by designated enterprises.”

‘3. China shall pro'gréséively Iiberéiize tréding rights of Chinese |
foreign trade corporations in such a way that, from (x date); all

such entities shall be free to trade in all products and services
throughout the customs territory of China.

4. (hina shall progrqssi\)ely liberalize the trading rights of
individuals and enterprises, foreign and domestic, in such a way

‘that, from (x date), all such entities shall be free to trade in all

products and services throughout the customs territory' of China.

3. Special Trade Amrangements

China shall, by.(i date), bring into conformity with the GATT/WT 0
Agreement all special trade arrangements, including barter trade
arrangements, with third countries and separate customs territories.

4. Trading Rights of Enterprises

1. China confirms that, pursuant to Articles 8 and 9 of the Foreign '

Trade Law, legal persons or other organizations may obtain the
permit to handle import-and export of goods and technologies upon
meeting the qualifications provided for in Article 9 of the said Law.

3. As of the date of this Protocol, China shall not grant special or
exclusive trading rights to enterprises other than the designated
enterprises for those products specified in Annex _.

2. China shall progressively IiBera!ize foreign trade: corporations and
other enterprises with special or exclusive privileges in such a way

“that, by the date _, such corporations or enterprises are free to

trade in all products and throughout the customs territory of China,
except for those products specified in Annex _.

-11-
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.5_. ‘China shall, by (x date), ensure that foreign funded production

enterprises, with respect-to the conditions affecting their .
establishment, the procurement of inputs and products necessary
for production and the conditions under which their goods are
produced, marketed or sold, throughout China and abroad, are
granted treatment no less favorable than that accorded to domestic
producers. - ' '

6. China Shall publish objectiv.e' criteria for the granting of trading N

rights and, from the date of entry into force of this Protocol until
the elimination of all restrictions on trading rights, apply such -
criteria in a uniform manner. During this transitional period, China
shall also publish on a regular basis the number of entities to be
granted trading rights, including provisions for annual increases.

7: For the purposes of this Protocol, "trading rights" include the
right to import and/or export goods and services, and to trade,
invest, produce, sell, transport and/or distribute goods and services
in China. ' o

- 5. State Trading.

1. In implementing the provisions of the GATT conceming the
obligations in respect of the activities of state trading enterprises,
including those set out in the- Understanding on the Interpretation
of Article XVII of the GATT 1994, China shall observe thé additional

“obligations provided for in this Protocol.

5. State Trading.

1. The activities of state tradihg enterprises shall be conducted in
accordance with Article XVII, including notification requirements. -

 Those enterprises covered by the notification requirement are listed

in Annex _.
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2. (hina shall ensure that any fees or charges assessed to
end-users by designated trading enterprises shall not afford
protection in excess of the tariff rate provided for in China's
schedules referred to in Part Il of this Protocol, plus fees and

'charges consnstent with Article VIIl of the GATT.

3. (hina shall ensure that import purchasing proced_ures of state

trading enterprises are fully transparent and in compliance :with
Articles |, II, I, XI and XVil of the GATT, and China shall refrain
from"taking any measure to influence or direct these enterprises as
to the quantity, value, or country of origin of goods purchased,
except as consistent with Article XX of the GATT.

4. Upo_n request of any -contra'ct'in'g party, China shall provide full
information on the pricing mechanisms of its state trading

enterprises for exported goods, including, but not limited to,

domestic procurement prices, contract terms for delivery of exported
'goods, and financing terms and conditions. -

| -5, ‘China shall not esfablish a p'rice‘ pboling ‘mechanism for procuriﬁg
goods for export nor shall it operate targeted dlscnmmatory export -

pricing practlces

6. The availa_blllty of goods and services supplied by national and .

sub-national authorities in areas including, but not limited to,

transportation, energy, basic telecommunications, other utilities and
- factors of production, shall not vary with the nationality. of the

mdwgdual or the nationality of the entity requesting them.

a3



7. For the purposes of this Protocol, “staté trading enterprises”
shall be defined according to the worklng deflnmon in the Article
Xvii Understandmg

6.-Non-Tariff Measures.

_1."|n impleméhting the provisions. of Articles lll and X of the GATT

and the Agreement on Agriculture, China shall eliminate, as of the
date of entry into force of this Protocol, and shall thereafter not

~ “introduce, re-introduce or apply restrictive licensing requirements,
“quotas, import prohibitions or other controls, quota certificates,
tenderlng requirements, mandatory import or production plans,

“permits, guidance plans, import substltutlon or export performance

~requirements, administrative guidance or approvals, foreign

exchange balancmg requirements, or other measures having similar

effect, that cannot be justified under the provisions of the

- GATT/WTQ Agreement, except as provided for in the schedule for
of this -

phased elimination of such measures contamed in Annex _
- Protocol S
. o B
'2.. During the periods:specified in Annex _,
by the measures listed in that Annex shall not be increased or

'._éxpanded in size, scope, or duration, nor will any new measures be

~ applied, unless in- conformity with the provisions of the GATT/WTO
‘Agreement. For restrictive licensing requirements, quotas, import
~ prohibitions_or other controls, quota certificates, tendering
_requirements, mandatory import or production plans, permits,
‘guidance plans, import substitution of export performance
requirements, administrative guidance or approvals, foreign

the protection afforded

_agricultural sector to ordinary customs duties.

2. For the purpose of this Protocol, "state trading enterprises" shall
be defined ‘according to the working definition in the Article XVII
Understandmg -

6. Non-Taritf Measures.

1. With respect-to quantitative restrictions on imports, including

“ restrictive licensing requirements, prohibitions and other measures

having a similar effect, China will convert all such measures in the

In the textile and
clothing sector, all restrictions will be brought into' conformity with ~
the GATT orbe phased out over a ten year period according to a
program to be presented to the Textiles Monitoring-body. For other

" -industrial products, such measures, unless they are.taken in

- o-14-

- accordance with specified relevant provisions of the GATT, will be
;subject to a schedule contamed in Annex

_ to this Protocol.



exchange balancing requirements, or other rn'easures having similar

effect, that are applied after the date of entry into force of this

Protocol consistent with specific’ obligations in the GATT/WTO

-Agreement or thls Protocol; China shall allocate and otherwise

‘administer them in strict conformity with the provisions of Amcle X

. of the GATT and the Agreement on Import Licensing Procedures, "
lncludmg notrflcatron requurements :

-3 01|na shaII ensure that the dlstnbutlon of import licenses,

quotas, tariff-rate’ quotas, quota certificates or other certificates or

- pemmits or any other means. of approval for importation or the nght
.of importation by national and sub-national authorities shall not be-
. conditions on whether competing domestic suppliers of 'such
‘products exist or ‘on performance requirements of any kind,

' ._'|nclud|ng but not:. Ilmlted to local content or mixing requrrements

the transfer of technology, the conduct of research and

development minimum export reqmrements or on the natlonallty or

nature of the enterpnse ' :

'4 lmport and export restnctlons such as |mport or export bans
" -quotas, licensing requirements, restrictions and other controls, shaII
“only be imposed and enforced by the central government or by
_sub-national authorltles with authorization from the central
government. Impprt banks, quotas, licensing requirements,
restrictions and controls which are not imposed by the central
‘govérnment or by sub-national authorities with authorization from
~ the central govemment shaII not be |mp|emented or enforced

B




'S. China, shall by the date of entry into force of this Protocol,

" eliminate all special taxes or other charges on imports of goods or
_services, .whether applied by laws,. regulations or other charges,
which are related to the conditions under which export credit
arrangements are ‘granted, including on contractual export credlts
"granted- at market rates, Commercial Interest Reference Rates or
Special Drawing Rights based rates as determined in the OECD
arrangement on Guidelines for Officially Supported -Export Credits. -

7. import and Export Licensing |
: 1:._("see'l below, opposite Chinese draft 1.7.3.)

2. In implementing the GATT/WTO Agreement, China shall ensure
 that the distribution of import and export licénses or quotas is
consistent with the provisions of the GATT/WTO Agreement and this
Protocol, and that they are not conditioned upon the nationality of
‘ the- individual or nationality of the entity making the request.

3. In- lmplementlng the GATT/WTO Agreement and provisions of the
: Agreement on Import Licensing Procedures, China shall undertake
the following measures to facrlltate complrance with these
agreements

, (a) ‘China shall publlsh at least once- per year the following in the
N off|C|a| ]oumal referred to in paragraph _ of thls Protocol

__;'.-_by'product,: thellist of all entities that authorize or approve
_ imports or exports, through grant of license, quota certificate or

J. Import and Export Ur:ensing.

: offucral joumal referred to in paragraph

1. In implementing the GATT and provisions of the Agreement. on
Import Licensing Procedures, China shall take measures as
necessary to- facilitate compliance with these agreements. °

2 The: Govemment of Chlna shall publlsh the following in the -

- by product, a'list of all orgamzatlons lncludmg those
‘organizations delegated such authority from the central Govemment




other certificate, permit, or other approvals, including import and '
export chambers of commerce and other organizations of whatever

character. This list shall be updated and republlshed in this official .

joumal every :six months

- the. procedures in effect for obtaining such import or export
licenses, quota certificates or other certificates, penmts and
approvals, and the conditions for decndmg whether they should be
granted :

-- a list of all products, by tariff number, that are subject to

~ tendering requirements, including information on products subject to
“‘such tendering requirements and any changes, pursuant to. the

- Agreement on Import Licensing Procedures. -

- a list of all the goods and technologles whose |mport or export -
are restricted or prohlbited under the 1994 Foreign Trade Law (in

_ that are responsnble for authorizing or approving imports. or expons-

whether through .grant of Iucenses or other approval.

-- procedures-and criteria for obtaining these import or export
licenses and the basis for their grantmg and/or allocation shall also
be publlshed

- -- a list of all products, by tariff 'Iines' that are subject to tendering

requirements, including information on products subject to such

- tendering requirements and any changes, pursuant to the

- particular under Articles 16, 17 and 18) and other relevant laws and

regulations. -These goods shall also be notified under the GATT and -

‘the Agreement on Import Licensing Procedures; and

. any changes to the list of goods and technologies whose import

and export are restricted or prohibited under Amcles 16, 17 and 18 -

‘of the 1994 Forelgn Trade Law.

Copies of these submissions in_one, or more official languages of

the GATT/WTO shall be forwarded to the GATT/WTO for circulation to '

_contracting parties and for submission the the Committee on Import
: Llcensmg within thmy days of each publication.

Agreement on lmport Llcensmg Procedures

-- a list of goods and technologies whose |mpons or exports are
restricted or prohlblted under the 1994 Foreign Trade Law (in -
particular Articles 16, 17 and 18) and other relevant laws and
regulations. These ‘goods shall be notified under the General
Agreement and the Agreement on Import Licensing Procedures.

-- any changes to the list of goods and iechnologies whose imports
or exports are restricted or-prohibited under the 1994 Foreign

~ Trade Law. (in particular Articles 16 17 and 18).

- copies of these submission in one offucnal Ianguage of the GATT

* shall be forwarded to the GATT for circulation to contractmg parties

and for submission to the Commlttee on Import Licensing within 90

days of each pubhcatlon

'.”.'_ .



. (b) China shall ensure that all licensing -and quota requirements

_are either reflected in the schedules contained in Annexes _

T~

remaining in effect after the date of entry into force of this Protocol
of this

Protocol or otherwise listed separately by HS tariff line and with the |

'_ - quantities associated with the restriction, if any, and the justification
- for maintaining' the restriction or its scheduled date of termination.

(c) (hina shall submlt the notification of its import licensing
procedures to the GA1T/Comm|ttee on Import Licensing. China shall
report annually to the GATT/Committee on Import Licensing on its

their continuation. This report shall also provide the information
listed ‘in Article 3 of the Agreement on Import Licensing Procedures.

- (d) Chiria_ shall issue import licenses for a minimum duration of .
validity of six months, except where exceptional circumstances make

this impossible. In such .cases, China shall promptly notify and
inform the GATT/Committee on Import Licensing of the explanation

 for the exceptlonal circumstances requiring the shorter period of

license validity.

[

4. Tendering Procedures (to be_drafted).

1. China shall, qs‘ of the date of entrj into force of this Protocol,

-~ automatic import licensing procedures, explaining the circumstances -
which give rise to these requirements and justifying the need for -

eliminate all non-automatic licensing that is not taken in accordance =

with provisions of the GATT/WTO Agreement allowing non-automatic
licensing.

If non-automatic licensing procedures are applied, China

3. China shall progressively .eli.minét'g all non-autdma@ic licensing
that is not required to administrate measures related to the
invocation of specified provisions of the GATT. If non-automatic

‘licensing procedures are applied, China shall provide at the request



shall specify the period for processing license applications and
provide at the request of any contracting party and during every
meeting of the Working Party established. under paragraph _ :
statistics at HS 8:digit level with. respect to the products subject to
‘llcensmg The period for processing import license applications
“shall be no more that ten days in the case of automatic licenses
and no more than thirty days in the case. of non-automatic licenses.
The processing of appllcatlons shall be accelerated to the maximum
extent possrble '

8. Foreign Exchange Controls. -

~ 1. China shall, as of the date of entry into force of this Protocol,

- eliminate any forergn exchange restrictions on payments and _
‘transfers in connection with goods and services. From said date
‘China shall establish a unified foreign-exchange market, remove all

restrictions and provide’ non-discriminatory access to this market and

~ eliminate guidelines specifying the priority use of foreign exchange.

. - (China shall not use foreign exchange allocation to regulate the level _

- or compositidn_.of trade ‘in goods or service_s.

2 (China shaII by (x date), implement reforms necessary to bring -
its forelgn exchange regime into conformity with obligations under
Artlcle VIII of the IMF. After that time, China shall not resort to -
measures as provrded for in Articles 16:6 and 24:4. of the Foreign
Trade Law. Individual requests for foreign exchange for current
account transactions-shall not be subject to any form of approval,
and a letter of credit or a bank guarantee shall be |ssued

" automatically upon presentatlon of an invoice.

-

‘of the Working Party established under paragraph

import statistics,
where practicable at the HS. 8-digit: level, with respect to the .
- ‘products subject to import Ilcensmg

8. Foreign Exchange Contmls'-'

1. China conflrms that it shall not use foreign exchange allocation to
regulate_ the level or composrtron of imports. - In this regard, China

-~ shall, within _ years upon entry into force of this Protocol, establish

a unified forelgn exchange market, remove all restrictions on access
to this market and eliminate gurdelmes speclfymg the priority uses -
of foreign exchange unless jUStlfled by relevant impott restriction-
under paragraph _

2. Moreover, China shall, by the. year 2000, implement reforms
" necessary to: bring its foreign exchange regime into. conformrty with
oblrgatlons under Article VIl of the IMF.




3 Chma shall as of the date of entry into force of this Protocol,
+ eliminate all guidance and enhancement systems, contracts and _ .
measures which have as their object or effect to mfluence foreign S LT
exchainge eammgs ' S

1 Chma shall asiof the date of entry into force of. thrs Protocol, -t China shall phase out state pricing ‘except for essential natural
subject to paragraph 2 below, establrsh market pricing for traded - . resources and products of vital importance to people's livelihood.

.goods and services and inputs in every sector, and multi-tier pricing _ _
.~ 'practices for such goods and semces shaII be elrmmated in therr T - o _ e

entlrety _— - : e Gl . g
2. A specrfrc lrst of products and services, contained in Annex and - _2.»China -shall"publ_ish the list of products subject to state pricing.'
“identified by appropnate classrfrcatron may be subject to prlce , : '
o controls, consistent with Article I:9 of the GATT and Annex 2. -3 Chma shall make best efforts to reduce and eliminate these
o0 paragraphs 3and 4 of the Agreement on Agrrculture Price controls - controls and shall’ report on its progress at the initial meeting of
A ' - shall not be extended to products or services beyond those listed - = the working party provided for i in paragraph _ of the Protocol and
b “in Annex _ and: China shall make best efforts to reduce and’ ' subsequent reviews thereafter or upon requests by any contracting
“eliminate these controls and shall report on its progress at the - 'pames as necessary

. initial meeting of the Workmg Party provided for in paragraph _ of
thls Protocol and subsequent reviews thereafter or upon request by _ o
- any contractmg party, as necessary s - S

3 The pnce of goods and services supplred by natronal and - _ Ce e e . A
sub natronal authpntres in areas lncludrng, but not limited to ' S - BRI
- transportation, energy, basic telecommunications, other utilites and -~ ... -0 DS
- factors of productron ‘shall not vary based on the nationality of the S .
|nd|vrdua| or the natlonallty of the entity requesting them. I




4. (hina shall publish in n the official journal "cost and pnce setting
mechanisms and pohcnes :

~10. Subsidies

1. In implementing the provision of the Tokyo Round Agreement on

Interpretation and Application of Articles VI, XVI and XXIll (Subsidies

Code)/Agreement on Subsidies and Countervailing Measures (the
SCM Agreement), China shall phase out all export subsidies, as
illustrated by the Annex to the Subsidies Code, including
preferential tax rates and other preferences related to export
performance. and' subsidy programs falling within the scope of
Article 3 of the SCM Agreement, not. later than (x.date) without
prejudice to the Agreement on Agriculture and Section 13
(Agriculture) of this Protocol, and shall notify to the Committee on
Subsidies and Countervailing Measures a-timetable to phase out

- such subsidies and the details of the programs as elaborated in’

. paragraph _ below. This notifications shall be made as of the date
~ of entry into force of this Protocol. . It shall be reviewed upon

- request by any contracting party and shall form part of the review
by the Working Party provided for in paragraph _ of this Protocol.

2. In providing such notification, China shall notify-any subsidy
within the meaning ‘of Article 1 of the SCM agreement, granted or
maintained. in its territory, organized by specific product, including
- those defined in Article 3 of the SCM Agreement. The information
provided should be as specific as possible, following the
requirements of the questionnaire on subsidies as noted in Article

- 25 of the SCM Agreement. In addition to all information required

21-

10. Subsidies

1. China shall phase out, over a period of 8 years, export subsidies
on products where Chinese exports have accounted for 3.5% of the
total world trade in the product concemed for-2 consecutive years.

2. China shall notify any subsidy within the meaning of Article | of

the Subsidy and Countervailing Measures Agreement, granted or

~ maintained in its territory, organized by specific product, including

those defined in Article Il of the SCM Agreement. The information
provided should be as specific as possible, following the o
requirements -of the_questionnaire on subsidies as noted in Article
XXV of the SCM Agreement. '



- pursuant to Article 25, Chma s notrfrcatlons shall mclude but not be
Irmlted to”

(a) the enterprise(s) and industry (ies) benefiting from a subsidy
and the actual use of the subsidy p_ve'r_the last five year period;

(b) specific information regarding the following types of got/emment
programs: ' : ' .

" -- price equalization schemes (|e programs providing to exporters
the difference between the export pnce and domestic prlce for a
product; :

-- customs_duty drawback schemes rebating more than the actual
amount of customs duties paid on imported components
incorporated into an e_xpo_rted product;' -

-- wastage allowances for exports greatet than penmtted for I|ke
domestic products

- preferential tr_ansport rates for exports;

-- export prom'dtior_t expenses that directly benefit exporters but are
not charged to them; and : S

-- any differential" exchange rates;

() statistics, by commodlty group, showmg the proportion of
exported productlon that is subsrdlzed B}

22-



)

11. Balance of.anmenls Me_asures

1. Any measures taken for balance of payments purposes by. China
shall be consistent with the GATT (including the Understanding on
Balance of Payments Provisions) and the provisions set out below.

2. Should a critical balance of payments situation develop in China,
China may apply to deviate temporarily from certain provisions: of
‘the GATT. Such a temporary deviation shall be in accordance with
- the following conditions:

(a) Chlna agrees that full consultations to review all trade restnctlve
measures undertaken by China for balance of payments purposes
- shall be carried out annually as provided for below; and

(b) China shall

-- apply measures for balance of payments purposes only with the
approval of the contracting parties/Ministerial Conference;"

-- promptly announce a time schedule for the progressive removal
of restrictive import measures.taken for balance of payments
purposes, available from the enquiry points established pursuant to
paragraphs _ of this Protocol;

- a_vo_id the imposition of quantitative restrictions for balance of
- payments purposes and, instead, use price-based measures; .

-23-

11. Balance of Payments Measures.



Ose_ price based trade restrictive measures to control the general
level of imports only to the extent necessary to address the balance
of payments situations;

-- not provide import protection for specific sectors, industries, or
 firms; and - .

- promptly implement extemal and d—cimestic ‘policy- measures to
restore balance of payments equilibrium on a sound and lasting
basis: - ' -

3. In the_event that China seeks to apply measures in response to
the development of a critical balance of payments situation, prior
notice of the applications shall be made to-the GATT/WTO no less
than fourteen calendar days before the planned date of
implementation, and China shall submit at that time information on
the measures taken, the justification for the measures, and the
planned duration and scheduled of removal for the measures taken.

4. As soon as possible after notification to the GATT/WTO, and no
later than fourteen calendar days after the date of notification, a
joint session of the Working Party established to review China's - -
Protocol commitments pursuant to paragraph _ of this Protocol and
* of the Balance of Payments Committee shall be convened to review
the action. This review will-function .according to the procedures
and provisions of the GATT, with the exception that the review of
the joint session will not use "simplified consultation procedures". .



5. Should any Member of the joint session not agree that China is
justified_in its recourse to these provisions, that Member and China-

~ shall be invited-to continue consultations with a view to clarifying - -

the situation,  If no.mutually satisfactory result is achieved through

these consultations within thirty calendar days of the “entry into

force of the measures taken by China for balance of payments

purposes, the Member affected by the measures shall be free to-

withdraw concessions -equivalent to the value or effect of the action

taken by China during the period when the measures taken by China

for balance of payments purposes remain in effect.

6. Members of the Working Party provided for in paragraph _ of this
Protocol, in cooperation with the -Balance of Payments Committee,
shall review the operation of all measures taken under these
provisions annually for the duration of their application, or when

. requested to do-so by China or a contracting party.

7. The application of these provisions shall- be examined upon
request, and as part of the review by the Working Party provided
for in paragraph _ of this Protocol. "In this regard; the Working -
Party shall address whether these provisions remain necessary in
light of progress by China in bringing its economic and trade regime
into’ compliance with the GATT/WTO agreement, and in fulfilling the
terms of this Protocol. ’
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12. Taxes and (harges Levied on Imports -
" 1. In implementing the provisions of GATT, China shall, as of the
date of entry into force of this.Protocol, eliminate the application of
any customs fees or charges, harbor fees, or warehousing charges
in excess of China's commitments. under Article ll, whether
~ administered by national. or sub-national authorities, applied on the
basis of value, weight, or volume, unless it can be demonstrated ~
- that such application is in conformity with Article Vill of GATT, e.g.,
not for fiscal purposes.and commensurate with the cost of the
specific service rendered. In addition, China shall ensure that the
commissions and other charges levied on an ad valorem basis on
imports.and exports by foreign trade corporations are converted to
the specific charges approximating the cost of the mdmdual
services rendered.

2. China shall, as of the date of entry into force of this Protocol,
apply its intemal taxes, including the value added tax, in a
non-discriminatory manner to domestic and imported goods and

services. China shall also ensure that all taxes and tariff surcharges

~ applied exclusively to impbrts by its.sub-national authorities are
- eliminated or otherwise brought into conformity with Artlcles I i, m
and VIll of GATT.. :

_3. China sha-ll, as of the date of entry into force of this Protocol,

- eliminate all taxes and charges applied exclusively. to imports in

excess of the bound tariffs listed in Annex _ of this Protocol unless
these additional charges .are also listed in that Annex or applied in
conformity with the provisions of Article VIl of GATT.

12. Taxes and (harges Levied on Imports

1. China ensures that the application of any customs fees or

charges administrated by national or sub-national authorities will be
in confomuty with Artlcles Il and VIl of the GATT.

2. China shall apply its mtemal taxes including value added taxes, .
in a non- dlscnmmatory manner to domestic and imported goods



4. China shall, as of the date of entry into force of this Protocol,

eliminate -all taxes and charges applied to exports unless specifically
provided for in Annex _ of the Protocol or applied in confonmty with
the provisions of Artlcle VIII of GATT. :

13. Agriculture - - 13. Agriculture

1. In impleménting the -provisions of Article 4 of the Agreement on " (hina ensures that it shall apply'the provisibns of the Agreement on
Agriculture, "similar border measures" for purposes of footnote 1 in Agriculture in the areas of market access, domestic support, and- '
paragraph 2 of Article 4, which China shall not maintain, resort or export competitions when China becomes a member of WTO.

revert to, include guidance plans-or administrative guidance at the _

national or sub-national level that requlate the quantity of imports, ' ' -
© import controls, -import substitution practices, ‘and other non-tariff '
trade measures maintained through state tradmg enterprises at the
national or sub- natlonal level. 3 .

2. For all agricultural imporfs administered by national or

. sub-national state trading enterprises, the state trading enterprise
shall not, except as provided for explicitly in China's schedule for
agricultural products, operate so as to afford protection on the
average in excess of the duty plus fees and charges consnstent with
~ Article VIII of the GATT. :

~ 3. China shall not maintain any export prohibitions or restrictions on

foodstuffs pursuant to the provisions of. Article XI:2(a) of the GATT
or Atticle 12 of the Agreement on Agnculture or any export taxes
on agricultural products.
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4. China-undertakes not to invoke the provisions in Articles 6:2,
6:4(b), 12:2 and 15, and Annex 5, Part B of the Agreement on
Agnculture ' . :

5. China shall, as part of its notifications and related commitments
for domestic subsidies and export subsidies under the Agreement
. on Subsidies and Countervailing'Measures, include fiscal or other
transfers between or among govemment-owned enterprises in the
. agricultural sector (whether national or sub-national). and other
enterprises.that operate as state trading enterprises in the
agricultural sector. Domestic support measures in favor of
agricultural producers conforming to the provisions of Annex 2 of
the Agreement on Agriculture shall not be mcluded in such
-notlflcatlon and related commitments.

14. St_andards and Tedmical Regulations " 14. Standards and Tet_:hnicdj Regulaﬁons

1. Further to China's application of the provisions of the GATT and ~ 1. China ensures that it shall apply the provisions of the Agreement
the Agreement on Technical Barriers to Trade (TBT Agreement), the on Standards and Technical Regulations when China becomes a
following provisions shall also apply: - -~ member of WTO.

(a) The list of products subject to statutory inspection in China,
together with the applicable technical regulations and standards, the
objectives which they fulfill and their necessity to fulfill those -
objectives, are specified in Annex _ of this Protocol. - The list of
products subject to statutory inspection from the date of entry into
force of this Protocol shall be reviewed by the Working Party
established pursuant to paragraph _ of this Protocol;
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(b) China's. standards, technical regulations and. conformity
assessment procedures shall be based on relevant intemational
standards, except where justification for use of a different standard
has been agreed with the contracting parties, and shall be
administered in a. manner which does not impede trade nor create
barriers to imported products. Govemment inspection agencies shall
not apply to imported products compulsory standards which relate
solely to fulfilling unspecified criteria of quality, quantity or weight,
nor apply statutory inspection to products by reason of the volume
of such |mpons :

" {c) China shall publish in the official jounal complete commodity
inspection criteria, whether formal or informal;

(d) Govemnment-mandated inspection -agencies shall not inspect
imported products for compllance with the terms of commercnal
contracts,

(e) China may inspect imported products and/or require conformity
assessment only upon justification that third party testing or -
certification is not able to fulfill the legitimate objectives listed in
the TBT Agreement. China shall exempt from inspection any product
which has been tested or certified by a conformity assessment body
~which is deemed to be competent through an intemationally
recognized accreditation or altemative system to meet in whole or
major part relevant intemnational standards;

(f) Further to the provisions of the GATT, fees for all inspection,. -
quarantine and similar activities shall be commensurate with the cost
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2. When adopting technical regulations, standards and test methods,
(hina undertakes. that intemational standards or relevant parts
thereof shall be used as basis when these exist or are imminent,
unless such standards or relevant parts thereof would be an
appropriate means_for the fulfillment of legitimate objectives
pursued, for instance because of fundamental climate or
geographical factors or fundamental technological problems.



of the services rendered and such fees shall not be applled on an
ad valorem basis. The level of these fees shall not be such as to
create unnecessary obstacles to intemational trade; and

(9) Noting- that China has confirmed that foreign firms may establish
joint ventures to act as independent third parties for commodity
inspection, China shall not maintain requirements which have the
effect of acting as barriers to the establlshment of foreign and
joint-venture mspectron agencres

2.-In implementing the TBT Agreement, China shall submit its
Statement on Implementation and Administration of the Agreement-
(WTO/TBT/Article 15.2) and the relevant Decisions of the Committee
on Technical: Barners to Trade (T BT/16/Rev 7).

3. Further to China's application of the provisions of the GATT and
the. TBT Agreement, China shall provide information to demonstrate
its adherence to specific commltments to:

(a) eIiminate the two-tiered system used for imports and domestic
production, and otherwise consolidate the standards, technical

. regulations and conformity assessment procedures (e.g., testing,
inspection, certification, quality system registration, laboratory
accreditation, etc.) to ensure that the same measures applied to
domestic production are applied to imports and in the same way;

(b) ensure that intemal mechanisms exjst (e.g., policy guidelines,-
inter-agency committees, etc.) to inform and ‘consult with, on an
ongoing basis, govemment agencies and ministries (at national and

-30-



sub-national Ievels)‘ and private sector i_nteres@s, of the rights and
~ obligations under the GATT and the TBT Agreement; and

(c) ensure that the recommended time to allow for comments on
- proposed standards, technical regulations, and conformity
“assessment procedures of sixty days (or forty-five days if no
"comments or request for extension of the time-limit have been
received from other WTO members within that time) is observed,
and provision is made for giving due consideration to a time-limit
beyond sixty days- if requested by another Party to the TBT
Agreement. : :

4. Chlna undertakes not to invoke the provisions in Artlcle 12 of the

TBT Agreement
15! Samtary and Phytosanitary Measures

" 1. Further to China's application of the Agreement on Sanitary and
Phytosanitary Measures, China shall:

- only enforce its SPM based on accepted scientific principles,
~ including an assessment of the risks involved, and shall not
maintain a measure without sufficient scientific evidence,

-- base its SPM on intemational standards where they exist, except
as otherwise provided for in the Agreement on SPM; and

-~ accept the SPM of others as equivalent, even if these measures
differ from China's own or from those used by other countries

" 15. Sanitary and Phytosanitary Measures

1. Further to China's application of the Agreement on Sahitery and
Phytosanitary Measures, China shall: '

- enforce its SPM on scientific principles, ineluding an assessment

_of the risks involved, and shall not maintain a measure wnthout

sufficient scientific -evidence; T

- base its SPM on intemational standards where they exist, except

as otherwise provided for in the Agreement on SPM; and

-- accept the SPM of others as equivalent, even if these measures.
differ from China's own or from thc_)se used by other -countries
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trading in the same product upon demonstration of thelr
equlvalence

2. As of the date of ehtry into force of this Protocol, China shall -
notify to the GATT/WTO all relevant laws relating to its sanitary and'
phytosanitary measures, including product coverage and relevant
“intemational standards, guidelines- and recommendations. The I|st
of measures notified shall be reviewed by the Working Party

_ 'establlshed.pursuant to paragraph _ of this Protocol.

3. China undertakes that the controls applied in connection with
"~ technical regulations, standards, certification, sanitary and
phytosanitary matters and labelling shall be applied in no less
favorable a manner for imported products than for like domestic
products. Such requirements shall be administered in a manner
which does not impede trade or create barriers to imported
‘products, and shall not be applied to imported products in an
arbitrary manner, in a way which discriminates between supplier
countries where the same conditions prevail, or as a disguised
restriction on intemational trade. China shall consult, if so
‘requested, with other contracting parties conceming the effect on
their trade of such requirements with a view to resolving specific
problems. :

16. Customs Valuation. \

China undertakes not to invoke the provisions of Article 20 of the
Agreement on the Implementation of Article VIl of the GATT 1994.
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trading -in the same product upon demonstration of their

equivalence. ~ - : N

2. China underfakes that the controls applied in connection with

technical regulatlons standards, certification, sanitary and
phytosanitary matters and labelling shall be applied in no less
favorable a manner for imported products than for like domestic
products. Such requirements shall be administered in a manner
which is not applied to imported products in an arbitrary. manner, in
a way which discriminates between supplier countries where the
same conditions prevail, or as a disquised restriction on
intemational trade. China shall consult, if so requested, with other
contracting parties conceming the effect of their trade of such
requirements with a view to resolving specific problems.

16. Customs Valuation

.~ China ensures that it shall apply the provisions of the Agreement on

Customs Valuation when China becomes a member of the WTO.



17. Trade Related Aspects of Intellectual Property Rights:

Upon entry into force of the WTO Agreeménts, China shall,

considering that in the field of intellectual property rights Iegislation :

has already been adopted in China, apply the provisions of the
Agreement on -TRIPS within the one-year period provided for in
Atticle 65:2 of that Agreement. :

- 18.-Trade Related Investment Measures.

China shall notify and eliminate. upon the date of entry into force of
the WTO Agreement all trade related investment measures
-inconsistent with the provisions of the Agreement on Trade Related
Investment Measures. Such measures include, but are not limited
to: requirements-that foreign firms balance their foreign exchange
for importation with foreign exchange receipts; requirements that
fims meet specified export target levels in pursuance of such -
toreign exchange balancing requirements, including by contract;
requirements for minimum export levels; local content requnrements
and restrictions on _the sale of "non-resultant products™,

products not produced in China.

19. Services (to be drafted).

17. Trade Related Aspects of Intellectual Property Rights.

Upon entry into force of the WTO Agreements, China shall,
considering that in the field. of intellectual property rights legislation
has already been. adopted in China, apply the provisions of the
Agreement on TRIPS within the five-year period prowded for in
Article 65 2 of_that Agreement. :

18. Trade Related Investment Measures.

China shall apply the provisions of the Agreement on TRIMS upon
- entry into force of the WTO Agreement. .

19. Services (deleted)



20 Agreement. on Trade in Gvil Aircraft. . ' ~ 20. Agreement on Trade in Civil Aimmﬁ.

1. Upon entfy into force of.this Protocol, China shall adhere to the Upon entry into force of this Protocol, China will consider the
Tokyo Round Agreement on Trade in Civil Aircraft, and shall possibility of adhering to the Tokyo Round Agreement on Trade in
lmp|ement the tariff commitments in the area of trade in civil aircraft Civil Aircraft, and partlapatlng in the process of revising the
products Ilsted in the Annex to that Agreement. ) Agreement.

2. China shaII continue,-to par_ticipate in the process to revise the |

Agreement 6n Trade in Civil Aircraft to be contained in Annex 4 of

~ the WTO Agreement, and shall adhere to the revnsed Agreement

when it is concluded. '

21. Govemment Procurement Agreement. - ' , 21. Govemment Procurement Agreement.

1 Chlna undertakes to conclude negotiations of the expanded : Upon entry into force of this Protocol, China will consider the
Agreement on Govemment Procurement (GPA) by the end of 1995 possibility of adhering to the Agreement on Govemment

with a view to becoming a Party to that Agreement at the tlme of its Procurement. -

entry into force on 1 lanuary 1996.

2. As the result of GPA accession negotiations, China shall apply the

prowsmns of the GPA as regards the award of supplies, works and ' . -
services ‘contracts by: :

(a) central govemnient entities;

(b) sub-central govemment entities, including major municipalities ,
and special economic areas; and =~ - ' . o . -
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(c) state-owned or controlled entities, mcludmg those operating in
the power generation, construction, ports, airports, water, urban
transport, telecommum_catlons and agro-business sectors.’

3. Addltlonally, central govemment entities_in China shall
immediately observe the principles of national treatment and
~non=discrimination with respect to the award of supplies contracts
~ above the threshold set out in the current Agreement on
. Govemment Procurement. Until negotiations for China's accession
" the GPA are complete, China shall also ensure that all of its
government controlled contracting entities procure in a transparent
and competitive manner, consistent with the procedures set forth in
the GPA and that, regarding imports, it does not discriminate among
the suppliers of Parties to the GPA. :

'22. Multilateral Steel Agreement. | | 22. Multilateral Steel Agreement (deleted)
| ‘China shall, after the date of entry into force of this Protocol,

continue to participate in the negotiations on the M_ultilateral Steel
Agreement, with a view to adhering to this Agreement - when

negotiations are completed. ~

23. Agreement on Rules of Origin. o ) o . 23. Agreement on Rules of Origin. '

China shall participate in the Committee on Rules of Origin,-making Upon entry into force of this Protocol,-bCh.ina ensures the applicatidn
use of the work completed by the Informal Group of Experts on of the provisions of the Agreement on Rules of Origin:

Export Statistics under the auspices of the Workmg Party on China's
Status as a Contractmg Party.
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. 24. Agreement on Preshipment Inspedion (to be drafted)

- 25. Agreemenf on Safegua_rds (to be drafted)

26. PIurilat_éral Agreements

China shall accede to all the Tokyo Round Agreements, other than
the Agreement on ‘Govemment Procurement upon entry into force
of this Protocol-

27. Reservations by Contracting Parties/WTO Members. -

- Contracting parties/WTO Members still maintaining prohibitions or
quantitative restrictions on imports from China not. consistent with

- Articles XI and XIll of the GATT shall not increase the discriminatory .
elements in these restrictions and shall undertake to remove them

in accordance with mutually agreed timetables.
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24. Agreement on_Pre-shipment Inspection.

- Upon entry into force of.this Protocol, China ensures the application

of the provisions of the Agreement on Pre-shipment Inspection.

25. Agreement on Safeguards.

The provisions of the Agreemént on Safeguards shall be applied in -
the trade between China and contracting parties, unless otherwise
provided for in paragragh. _ (Transitional Safeguards Mechanism) of

26. Plurilateral Agreements (to be clarified). =

27. Reservations by Contracting Parties/WTO Members.

Contracting parties shall notify, by HS 8-digit tariff lines, all
prohibitions or quantitative restrictions maintained against imports
from China in a maniner inconsistent with Article XI and XIII of the
GATT. All such restrictions, as specified in Annex _ of this Protocol,.
which are not brought. into conformity with the GATT shall be



28. Transit,ional Review Mechanism

1. Within two year§ from the date of entry into force of this

Protocol and in altemate years thereafter, or at any other time at.

the specific request of China or another contracting party/WTO
member, a Working Party shall be convened to review the -
implementation of the provisions of this Protocol and measures
taken under its terms and under the GATT/WTO-Agreement.
Consultations undertaken in this Working Party between China and

other contracting parties/WTO Members do not preclude bilateral . _
consultations on the same or different issues, The Working Party

consultations shall follow the outline contained in Annéx " to this
Protocol, and recommendations may be made, as appropriate, to

China or to the other contracting parties/WTO Members concemed.

2. The Working Party shall consider at each meeting whether the
terms of this- Protocol have been fully complied with and whether,
as a consequence, the transitional arrangements provided for in
paragraphs _and Annexes _ of this Protocol no longer apply.
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phased out wrthln three years after the date of entry into force of

“this Protocol.

2_8. Trﬁnsitional Review Medlanism

1. Within two years from the date of entry into force of this
Protocol .and in altemate years_ thereafter or at any other time at
the specific request of China or another contracting party/WT0
member, a Working Party shall be convened to review the
implementation of the provisions of this Protocol and measures
taken under its terms and under the GATT/WTO Agreement.
Consultations undertaken in this Working Party between China and
other contracting parties/WTO Members do not preclude bilateral
consultations on the same or different issues. The Working Party,
as a result of the consultations, may make recommendations, as
appropriate, to China or to the other contracting parties/WTO
Members concemed

- 2. The Working Party shall consider at each meeting whether the

terms of this Protocol have been fully complied with and whether,
as a consequence, the transitional arrangements provided for in

paragraphs _of this Protocol no longer apply. . At such time as it is
determined that these transitional arrangements no longer apply,

the transitional review and special safeguard provisions of this

Protocol shall be terminated.



: At such time as it is determined that these transitional arrangements o

no longer apply, the transitional review and special safeguard_
provisions of this Protocol shall be terminated. .

3. The Trade Policy Review of China in the GATT/WTO shall occur as
' regularly scheduled, notwithstanding thls transutronal review
mechanism.

4. The measures: listed in the Annex _ (on phased elimination of
NTMs) in effect or applied shall be reviewed upon request of any .
contracting party/WTO Member, and as part of the review by the
Working Party. In this regard, the review will address China's
corhpliance-w'ith the- scheduled eliminations; the scope, nature and

- justification for non-scheduled measures in place; and compliance
with the provisions of the GATT/WTO Agreement on the
administration of such measures still in place, e.g., with reference to
Article XIll of the GATT and the Agreement on Import Licensing
Procedures.

29. Transitional Safeguards Mechanism
(A) Product Specrﬁc Safeguard

1. Pending the determination by the Working party referred to in
Section _ of the Protocol, the following provisions shall apply:

(a) If any product of Chinese origin is being imported into the
~ territory of any contracting party or parties/WTO Member or

3. These provrsrons shall expire within 6 years after the date of
entry into force of this Protocol.

4. The Trade Policy Review of China in the GATT/WTO shall -occur as

reqularly scheduled, notwithstanding this transitional review

mechanism.” -

29. Transitional Safeguards Mechanism

In exceptional cases where,
1. if a contracting party determines that:

(a) pursuant to Article 4 of the Agreement on Safeguards, any
product is being imported into its territory in such increased
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Members in such increased quantities -or under such conditions

* (which may include conditions with respect to the level of prices) as
to cause or threaten market disruption to domestic producers of like
~or directly competitive products, the contracting party or

parties/WTO Member or Members so affected may request -

- consultations with China with a view to seeking a mutually

satisfactory solution. Any such request shall be notified to the
GATT/WTO Committee on Safeguards.

(b) If, in the course of these bilateral consultations, it is agreed
that imports of Chinese origin are such a cause and that action is
necessary, China shall-take such action as shall prevent or remedy
the market disruption, and the Committee on Safeguards shall be
notified thereof. .

(c) If consultatlons do not lead to .an agreement between China and.

the contracting party or parties/WTO Member or Members concemed

within a reasonable period of time, the contracting party or

- parties/WTO- Member or Members affected shall be free, in respect

of such products, to withdraw concessions or otherwise to limit
|mports to the extent necessary to prevent or remedy such market
disruption. ~

(d) Under exception circumstances, where delay would result in
_damage to the domestic industry difficult to repair, the contracting

party or parties/WTO Member or Members so affected may take
preventive or remedial action provisionally. In this case, notification
of the measures taken to the Committee on Safeguards and a
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quantities, absolute or relative to domestic production, and under
such conditions as to cause serious injury to the domestic industry
that produces like or dlrectly competmve products, and that

(b) imports from China. have increased in a disproportionate
percentage inrelation to the total increase of imports ‘of the -

products concerned in the last three representative years for which ‘
" statistics are available, it may request consultations with China '

under the auspices of the Committee on Safeguards to be
established under the Agreement on Safeguards with a view to
reaching agreement with -China as to ‘appropriate action to be taken
to prevent or remedy the serious injury.

2. If a clear demonstration of the situation described in (b) above

_is made to the Committee accompanied by reasons which justify -
safeguard action against imports from China, the party concemed

may apply safequard measures to imports from China: only following
an investigation as provided for in Article 3 of the Agreement on
Safeguards, and only to the extent, and for the period of time
necessary to prevent or remedy the serious injury. This penod of
time shaII not exceed 4 years.

3. In case where safeguard-action is taken only against imports
from China, and imports of like products from other supplying

 parties are not similarly restrained, China may suspend the

application of substantially equivalent concessions or other
obligations to the trade of the contracting party applying the
safeqguard- measures. .However, where imports from China are
restricted as part of a general safeguard action taken in full



request for bilateral consultatlons shaII be effected |mmed|ately
thereafter. '

(e) If a contracting party/WTO Member considers that an action
taken under subparagraph (b), (c) or (d) of this paragraph causes
or threatens to cause significant diversions of trade into its market,
it may request consultations with China and/or the “contracting party
or parties/WTO Member or-Members concemed. Such consultations
- shall be held within 90 days after ther request is notified to the -
Committee on Safeguards. If such consultations fail to lead to an .
agreement between China and the contracting party or parties/WTO
Member or Members concemed, the requesting contracting
party/WTO Member shall be free, in respect of such product, to -
withdraw concessions or otherwise limit imports to the extent
necessary to prevent or remedy such diversions. Such action shall
be notified to the Committee on Safeguards. '

(B) General Safegua:d

1. A contractmg party/WTO Member may request Chlna or China may
request another contracting party/WTO-Member to enter into
consultations conceming developments in their trade in goods and
-services and the implementation of this Protocol. Any such request
shall be notified to the GATT/WTO. Should such consultation not -
lead to a result satisfactory to the contracting party/WTO Member. or
to China, either may suspend the application of concessions or
other obligations under this Protocol or the GATT/WTO Agreement
as it considers necessary and shall immediately notify the
~ GATT/WTO of any such action. At the request of any contracting
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conformity with Article XIX of the GATT, China shall not exercise its

right of suspension for the first 3 years that such safeguard

measures are in effect.

4. These provisions shall expire within 6 years after the date .of

“entry into force of this Protocol



