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FOREWORD

The 2007 National Trade Estimate Report on Foreign Trade Barriers (NTE) is the twenty-second in an
annual series that surveys significant foreign barriers to U.S. exports.

In accordance with section 181 of the Trade Act of 1974 (the 1974 Trade Act), as amended by section 303
of the Trade and Tariff Act of 1984 (the 1984 Trade Act), section 1304 of the Omnibus Trade and
Competitiveness Act of 1988 (the 1988 Trade Act), section 311 of the Uruguay Round Trade Agreements
Act (1994 Trade Act), and section 1202 of the Internet Tax Freedom Act, the Office of the U.S. Trade
Representative is required to submit to the President, the Senate 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 foreign barriers affecting U.S. exports of goods
and services, foreign direct investment by U.S. persons, and protection of intellectual property rights.
Such an inventory facilitates negotiations aimed at reducing or eliminating these barriers. The report also
provides a valuable tool in enforcing U.S. trade laws, with the goal of expanding global trade, which
benefits all nations, and U.S. producers and consumers in particular.

The report provides, where feasible, quantitative estimates of the impact of these foreign practices on the
value of U.S. exports. Information is also included on some of the actions taken to eliminate foreign trade
barriers. Opening markets for American goods and services either through negotiating trade agreements
or through results-oriented enforcement actions is this Administration’s top trade priority. This report is
an important tool for identifying such trade barriers.

SCOPE AND COVERAGE

This report is based upon information compiled within USTR, the U.S. Departments of Commerce and
Agriculture, and other U.S. Government agencies, and supplemented with information provided in
response to a notice in the Federal Register, and by members of the private sector trade advisory
committees and U.S. Embassies abroad.

Trade barriers elude fixed definitions, but may be broadly defined as government laws, regulations,
policies, or practices that either protect domestic products from foreign competition or artificially
stimulate exports of particular domestic products. This report classifies foreign trade barriers into ten
different categories. These categories cover government-imposed measures and policies that restrict,
prevent, or impede the international exchange of goods and services. They include:

e Import policies (e.g., tariffs and other import charges, quantitative restrictions, import licensing,
customs barriers);

e Standards, testing, labeling and certification (including unnecessarily restrictive application of
sanitary and phytosanitary standards and environmental measures, and refusal to accept U.S.

manufacturers' self-certification of conformance to foreign product standards);

e Government procurement (e.g., buy national policies and closed bidding);
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e [Export subsidies (e.g., export financing on preferential terms and agricultural export subsidies
that displace U.S. exports in third country markets);

e Lack of intellectual property protection (e.g., inadequate patent, copyright, and trademark
regimes);

e Services barriers (e.g., limits on the range of financial services offered by foreign financial
institutions,' regulation of international data flows, and restrictions on the use of foreign data
processing);

e Investment barriers (e.g., limitations on foreign equity participation and on access to foreign
government-funded research and development (R&D) programs, local content and export
performance requirements, and restrictions on transferring earnings and capital);

e Anticompetitive practices with trade effects tolerated by foreign governments (including
anticompetitive activities of both state-owned and private firms that apply to services or to goods
and that restrict the sale of U.S. products to any firm, not just to foreign firms that perpetuate the
practices);

e Trade restrictions affecting electronic commerce (e.g., tariff and nontariff measures, burdensome
and discriminatory regulations and standards, and discriminatory taxation); and

e Other barriers (barriers that encompass more than one category, e.g., bribery and corruption,” or
that affect a single sector).

The NTE covers significant barriers, whether they are consistent or inconsistent with international trading
rules. Many barriers to U.S. exports are consistent with existing international trade agreements. Tariffs,
for example, are an accepted method of protection under the General Agreement on Tariffs and Trade
(GATT). Even a very high tariff does not violate international rules unless a country has made a bound
commitment not to exceed a specified rate. On the other hand, where measures are not consistent with
international rules, they are actionable under U.S. trade law and through the World Trade Organization
(WTO).

This report discusses the largest export markets for the United States, including: 58 nations, the European
Union, Taiwan, Hong Kong, the Southern African Customs Union and one regional body. Some countries
were excluded from this report due primarily to the relatively small size of their markets or the absence of
major trade complaints from representatives of U.S. goods and services sectors. However, the omission
of particular countries and barriers does not imply that they are not of concern to the United States. Based
on an assessment of the evolving nature of U.S. trade and investment relationships in the various regions
of the world, Ethiopia and Jordan have been added to the report. Ethiopia was added because it is one of
sub-Saharan Africa’s largest and fastest growing markets for U.S. goods and services. U.S.-Jordan
economic cooperation, including the U.S.-Jordan Free Trade Agreement, has fostered a steady expansion
of bilateral trade and investment. Jordan’s addition to the National Trade Estimate Report is intended to
assist U.S. firms in understanding the conditions of access to this increasingly important market. Also, on
January 1, 2007, Bulgaria and Romania joined the European Union (EU). Therefore, beginning with the
2007 NTE, we have deleted separate sections on each of those countries and have incorporated each into
the EU section of the report.

The merchandise trade data contained in the NTE report are based on total U.S. exports, free alongside
(fa.s.)’ value, and general U.S. imports, customs value, as reported by the Bureau of the Census,
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Department of Commerce. (NOTE: These data are ranked according to size of export market in the
Appendix). The services data are from the October 2006 issue of the Survey of Current Business
(collected from the Bureau of Economic Analysis, Department of Commerce). The direct investment data
are from the September 2006 issue of the Survey of Current Business (collected from the Bureau of
Economic Analysis, Department of Commerce).

TRADE IMPACT ESTIMATES AND FOREIGN BARRIERS

Wherever possible, this report presents estimates of the impact on U.S. exports of specific foreign trade
barriers or other trade distorting practices. Also, 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 effect of
removing certain foreign trade barriers on particular U.S. exports. However, the estimates cannot be used
to determine the total effect upon U.S. exports to either the country in which a barrier has been identified
or to the world in general. In other words, the estimates contained in this report cannot be aggregated in
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 country because these
measures effectively impose costs on such exports that are not imposed on goods produced domestically
in the importing country. In theory, estimating the impact of a foreign trade measure upon U.S. exports of
goods requires knowledge of the (extra) cost the measure imposes upon them, as well as knowledge of
market conditions in the United States, in the country imposing the measure, and in third countries. In
practice, such information often is not available.

Where sufficient data exist, an approximate impact of tariffs upon U.S. exports can be derived by
obtaining estimates of supply and demand price elasticities in the importing country and in the United
States. Typically, the U.S. share of imports is assumed to be constant. When no calculated price
elasticities are available, reasonable postulated values are used. The resulting estimate of lost U.S. exports
is approximate, depends upon the assumed elasticities, and does not necessarily reflect changes in trade
patterns with third countries. Similar procedures are followed to estimate the impact upon our exports of
subsidies that displace U.S. exports in third country markets.

The task of estimating the impact of nontariff measures on U.S. exports is far more difficult, since there is
no readily available estimate of the additional cost these restrictions impose upon imports. Quantitative
restrictions or import licenses limit (or discourage) imports and thus raise domestic prices, much as a
tariff does. However, without detailed information on price differences between countries and on relevant
supply and demand conditions, it is difficult to derive the estimated effects of these measures upon U.S.
exports. Similarly, it is difficult to quantify the impact upon U.S. exports (or commerce) of other foreign
practices such as government procurement policies, nontransparent standards, or inadequate intellectual
property rights protection.

In some cases, particular U.S. exports are restricted by both foreign tariff and nontariff barriers. For the
reasons stated above, it may be difficult to estimate the impact of such nontariff barriers on U.S. exports.
When the value of actual U.S. exports is reduced to an unknown extent by one or more than one nontariff
measure, it then becomes derivatively difficult to estimate the effect of even the overlapping tariff barriers
on U.S. exports.

FOREIGN TRADE BARRIERS
-3-



The same limitations that affect the ability to estimate the impact of foreign barriers upon U.S. goods
exports apply 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
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, estimations 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 (U.S.
company or foreign sources) otherwise not available in the preparation of a broad survey such as this
report.

In some cases, industry valuations estimating the financial effects of barriers are contained in the report.

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

March 2007

Endnotes

1. The current NTE report covers only those financial services-related market access issues brought to the attention
of USTR by outside sources. For the reader interested in a more comprehensive discussion of financial services
barriers, the Treasury Department publishes quadrennially the National Treatment Study. Prepared in collaboration
with the Secretary of State, the Office of the Comptroller of the Currency, the Federal Reserve Board, the Federal
Deposit Insurance Corporation, the Securities and Exchange Commission, and the Department of Commerce, the
Study analyzes in detail treatment of U.S. commercial banks and securities firms in foreign markets. It is intended as
an authoritative reference for assessing financial services regimes abroad.

2. 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 to great lengths to conceal their activities. Nevertheless, a consistent complaint from U.S. firms is
that they have experienced situations that suggest corruption has played a role in the award of billions of dollars of
foreign contracts and delayed or prevented the efficient movement of goods. Since the United States enacted the
Foreign Corrupt Practices Act (FCPA) in 1977, U.S. companies have been prohibited from bribing foreign public
officials, and numerous other domestic laws discipline corruption of public officials at the state and federal levels.
The United States is committed to the active enforcement of the FCPA.

The United States Government has taken a leading role in addressing bribery and corruption in international
business transactions and has made real progress over the past quarter century building international coalitions to
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fight bribery and corruption. Bribery and corruption are now being addressed in a number of fora. Some of these
initiatives are now yielding positive results.

The United States Government led efforts to launch the Organization for Economic Cooperation and Develpoment
(OECD) Convention on Combating Bribery of Foreign Public Officials in International Business Transactions
(Antibribery Convention). In November 1997, the United States and 33 other nations adopted the Antibribery
Convention, which currently is in force for 36 countries, including the United States. The Antibribery Convention
obligates its parties to criminalize the bribery of foreign public officials in the conduct of international business. It is
aimed at proscribing the activities of those who offer, promise, or pay a bribe. (For additional information, see
www.export.gov/tcc and www.oecd.org).

The United States played a critical role in the successful conclusion of negotiations that produced the United Nations
Convention Against Corruption, the first global anti-corruption instrument. The Convention was opened for
signature in December 2003, and is pending entry into force. The Convention requires countries to adopt such
measures as may be necessary to criminalize fundamental anticorruption offenses, including bribery of domestic as
well as foreign public officials. As of early March 2006, one hundred forty-one countries, including the United
States, have signed the Convention and forty-nine have ratified it.

In March 1996, countries in the Western Hemisphere concluded negotiation of the Inter-American Convention
Against Corruption (Inter-American Convention). The Inter-American Convention, a direct result of the Summit of
the Americas Plan of Action, requires that parties criminalize bribery throughout the region. The Inter-American
Convention entered into force in March 1997. The United States signed the Inter-American Convention on June 2,
1996 and deposited its instrument of ratification with the Organization of American States (OAS) on September 29,
2000. Twenty-eight 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. The Inter-American Convention addresses a broad range of corrupt acts including domestic corruption
and transnational bribery. Signatories agree to enact legislation making it a crime for individuals to offer bribes to
public officials and for public officials to solicit and accept bribes, and to implement various preventive measures.

The United States Government continues to push its anti-corruption agenda forward. Consistent with the Bipartisan
Trade Promotion Authority Act of 2002 (TPA), the United States Government is seeking and obtaining binding
commitments in free trade agreements (FTAs) that promote transparency and that specifically address corruption of
public officials. Also consistent with TPA, the United States Government is seeking to secure a meaningful
agreement on trade facilitation in the World Trade Organization and has been pressing for concrete commitments on
customs operations and transparency of government procurement regimes of our FTA partners. The United States
Government is also playing a leadership role on these issues in the G-8 Forum, the Asia Pacific Economic
Cooperation (APEC) Forum, the Southeastern Europe Stability Pact and other fora.

3. Free alongside (f.a.s.): Under this term, the seller quotes a price, including delivery of the goods alongside and
within the reach of the loading tackle (hoist) of the vessel bound overseas.
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ANGOLA

TRADE SUMMARY

The U.S. goods trade deficit with Angola was $10.2 billion in 2006, an increase of $2.6 billion from $7.6
billion in 2005. U.S. goods exports in 2006 were $1.6 billion, up 66.9 percent from the previous year.
Corresponding U.S. imports from Angola were $11.7 billion, up 38.1 percent. Angola is currently the 58"
largest export market for U.S. goods.

The stock of U.S. foreign direct investment in Angola in 2005 was $1.4 billion, up from $1.1 billion in
2004.

IMPORT BARRIERS
Tariffs and Non-Tariff Measures

Angola is a Member of the World Trade Organization (WTO), the Common Market for Eastern and
Southern Africa (COMESA), and the Southern African Development Community (SADC). In March
2003, Angola agreed to adhere to the SADC Protocol on Trade that seeks to facilitate trade by
harmonizing and reducing tariffs, and by establishing regional policies on trade, customs, and
methodology. However, Angola has delayed implementation of this protocol until 2008 so that the
country can revive internal production of non-petroleum goods. This production has remained extremely
low because infrastructure in the country has been devastated by 27 years of civil war and neglect. The
government is concerned that implementation of the SADC Protocol on Trade would lead to a flood of
imports, particularly from South Africa.

The Angolan government implemented a new customs code effective January 2007. The new code covers
all customs activity and represents a major step in the reform and modernization of its customs service.
The new code follows the guidelines of the World Customs Organization (WCO), WTO, and SADC.
Angola is the first SADC member to publish a consolidated customs code. The code brings much-needed
transparency and provides a sound legal basis for a modern and efficient customs system. It also provides
a legal basis for efficient methods of customs controls in areas such as risk analysis, post import audit and
improved technology, such as scanners. It will also allow Customs to take back control of major strategic
functions such as pre-shipment inspection, and to promote itself more actively in regional and
international markets. The previous revision of customs law (effective September 2005) brought import
classification under the International Harmonized System Code and SADC procedures. That revision
reduced tariff barriers by eliminating duties on basic products such as rice, wheat flour and beans, and
reduced other duties by between 5 percent and 10 percent. Customs duties on six categories of goods
range from as low as 2 percent on raw materials necessary for the nation’s development, to as high as 30
percent for items like passenger automobiles. Besides the duties themselves, additional fees associated
with importing include clearing costs (2 percent), VAT (2 percent to 30 percent depending on the good),
revenue stamps (0.5 percent), port charges ($500 per 20 foot container or $850 per 40 foot container), and
port storage fees (free for the first 15 days, then $20 per 20 foot container or $40 per 40 foot container).
In December 2004, the government approved a new customs regime for the province of Cabinda, which
reduces or eliminates import and export duties for Cabinda province. The regime for Cabinda does not
apply to the petroleum industry, passenger vehicles, alcoholic beverages, tobacco, or jewelry.
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Tariff obligations for the oil industry are largely determined by individually negotiated contracts between
international oil companies and the Angolan government. In December 2004, a new Petroleum Customs
Law was introduced that aimed to standardize tariff and customs obligations for the petroleum industry
while protecting existing oil company rights and exemptions negotiated under prior contracts. According
to customs officials, the law eliminates exemptions from duties on items imported by oil companies that
are not directly used as equipment in oil production, as had been the case previously. Oil companies are
currently disputing the customs officials’ interpretation of the law. Because most U.S. exports to Angola
consist of specialized oil industry equipment, which is largely exempt from tariffs, the impact of tariff
barriers on U.S. exports is relatively low—estimated to be in the range of $10 million to $25 million.

Customs Barriers

Angola is a member of the WCO and signed the Letter of Intent to implement the WCO Framework in
October 2005. In September 2005, the government approved a new customs code with the objective of
facilitating clearance of commodities and reducing costs to importers. It replaces an outdated customs
code dating back to colonial times and is harmonized with the Istanbul, Kyoto, and SADC international
conventions.

Administration of Angola’s customs service has improved in the last few years but remains a barrier to
economic growth. As of October 2005, port clearance time averaged seven days including weekends.
However, importers commonly face additional delays, often the result of capacity constraints at the Port
of Luanda. For instance, shipping containers, although cleared, may be physically inaccessible because
they are behind other containers. In November 2005, the government approved an extension of the
contract for the customs clearance contractor for another three years.

In July 2006, the government enacted Decree 41/06, which incorporates a new set of rules and principles
for the inspection of goods in the country-of-origin prior to export to Angola. Pursuant to the new rules, a
mandatory pre-shipment inspection regime will only apply for the export of certain goods listed in the
regulations or defined in the future by the Ministries of Finance, Agriculture, Health, Commerce and
Industry. Also, pre-shipment inspection services for Angola will now be provided by an entity freely
chosen by the importer of goods. The new regime of Pre-Shipment Inspection took effect on August 16,
2006.

The importation of certain goods into Angola requires an import license issued by the Ministry of Trade.
The import license is renewable annually and covers all shipments of the authorized good or category of
goods imported by the licensed importer. The importation of certain goods also requires specific
authorization from various government ministries, which can delay the customs clearance process. Goods
that require ministerial authorization include the following: pharmaceutical substances and saccharine
and derived products (Ministry of Health); radios, transmitters, receivers, and other devices (Ministry of
Post and Telecommunications); weapons, ammunition, fireworks, and explosives (Ministry of Interior);
plants, roots, bulbs, microbial cultures, buds, fruits, seeds, and crates and other packages containing these
products (Ministry of Agriculture); fiscal or postal stamps (Ministry of Post and Telecommunications);
poisonous and toxic substances and drugs (Ministries of Agriculture, Industry, and Health); and samples
or other goods imported to be given away (Customs). If companies operating in the oil and mining
industries present a letter from the Minister of Petroleum or the Minister of Geology and Mines, they may
import, without duty, equipment to be used exclusively for oil and mineral exploration.

Required customs paperwork includes the “Documento Unico” (single document) for the calculation of
customs duties, proof of ownership of the good, bill of lading, commercial invoice, packing list, and
specific shipment documents verifying the right to import or export the product. Any shipment of goods
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equal to or exceeding $1000 requires a clearing agent. Competition among clearing agents is limited as
the government has only licensed between 50 and 55 clearing agents. This has resulted in high fees,
which often range between 1 percent and 2 percent of the value of the declaration. However, in
November 2005, Angolan customs announced plans to break the customs agents’ monopoly by reducing
the obstacles for new entrants. Some new agents are now being licensed.

STANDARDS, TESTING, LABELING AND CERTIFICATION

Angola has adopted SADC guidelines on biotechnology, which effectively prohibit imports of transgenic
grain or seed until regulatory systems governing biotechnology have been developed. In January 2005,
the government promulgated a law banning the importation of biotechnology products using the text of an
earlier ministerial decree issued by the Ministry of Agriculture in April 2004. The Ministry of
Agriculture controls all agricultural imports, and importers must present documents certifying that their
goods do not include transgenic products. Transgenic products can be imported for food aid, but must be
milled or sterilized to render the grain incapable of germinating upon arrival in the country.
Biotechnology imports for scientific research will be subject to regulations and controls to be established
by the Ministry of Agriculture.

Three agencies in Angola assume responsibility for food safety controls: the National Consumer Institute
(INADEC), Codex Angola, and the Ministry of Agriculture. The Ministry of Agriculture sets standards
and issues regulations for agricultural goods produced, imported, and traded in the country. INADEC
works to defend consumers’ rights by conducting laboratory tests for food safety and quality. Codex
Angola coordinates government policy and strategy regarding food safety controls and is working to
promote updated food safety and food quality legislation, and to create a nationwide network of
laboratories. Angola has one well-equipped testing laboratory used to test some imported foods;
however, laboratory workers are limited in technical expertise.

Angola announced in 2006 that it will begin enforcing a labeling law that requires labeling in Portuguese.
The government enforces laws requiring production and expiration dates for perishable products.
Unlabeled products can be confiscated. In practice, many imports are admitted into the country with little
reference to health, testing, or weight standards. Angolan standards, testing, labeling and certification
requirements have little effect on U.S. agricultural exports to Angola. Angolan authorities have destroyed
some imported food products they alleged were contaminated or unsuitable for human consumption.
These allegations in some cases were the result of poor understanding of international labeling
information.

GOVERNMENT PROCUREMENT

Angola is not a signatory to the WTO Agreement on Government Procurement. The government
advertises tender notices in local and international publications 15 days to 90 days before the tenders are
due. Tender documents are normally obtained from a specific government ministry, department, or
agency for a non-refundable fee. Completed tenders, accompanied by a specified security deposit, are
usually submitted directly to the procuring ministry. The tendering process often lacks transparency.
Information about government projects and tenders is not often readily available from the appropriate
authorities, and the interested parties must spend considerable time on research. Awards for government
tenders are sometimes published in the government newspaper “Jornal de Angola.” Under the Promotion
of Angolan Private Entrepreneurs Law, the government gives Angolan companies preferential treatment
in tendering for goods, services and public works contracts. In April 2006, the government announced
that it is working on the New General Law on Public Acquisition and Respective Regulations, which will
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require public notice for government tenders and is expected to increase the transparency of the
government procurement process.

The Angolan government has greatly increased spending to rehabilitate infrastructure damaged by the war
and long neglect, as well as for election preparations. In 2006, Angola leased six Boeing aircraft and two
U.S. spare engines for TAAG, the state-owned airline. To facilitate financing, Angola ratified the Cape
Town Convention and related protocols to provide enhanced creditor rights with respect to security
interests in mobile equipment, including aircraft, effective August 1, 2006. Opportunities for U.S.
companies include installation of Angola’s telecommunications backbone network, air navigation and
radar equipment, rail equipment and communications systems, and power transmission lines.

INTELLECTUAL PROPERTY RIGHTS (IPR) PROTECTION

Although Angolan law provides basic protection for intellectual property rights protection and the
National Assembly is working to strengthen existing legislation and enforcement, current protection is
weak due to a lack of enforcement capacity. Intellectual property is protected by Law 3/92 for industrial
property and Law 4/90 for the attribution and protection of copyrights. Intellectual property rights are
administered by the Ministry of Industry (trademarks, patents, and designs) and by the Ministry of
Culture (authorship, literary, and artistic rights).

In August 2005, Angola’s legislature approved the Paris Convention for the Protection of Industrial
Property and the World Intellectual Property Organization (WIPO) Patent Cooperation Treaty. Each
petition for a patent that is accepted is subject to a fee that varies by type of patent requested. No suits
involving U.S. intellectual property are known to have been filed in Angola.

Government officials have made efforts to confiscate and destroy pirated goods. For example, in
September 2006, the government raided an informal market and destroyed 1,500 DVDs, 3,500 music
cassettes, and 200 kilograms of counterfeit pharmaceuticals. Ten vendors of pirated goods were arrested
and await trial. The government has worked with international computer companies on anti-piracy
measures.

SERVICES BARRIERS

Foreign participation in the services sector is generally not restricted. The banking sector comprises the
bulk of the services sector and has grown substantially over the past two years. Portuguese banks and
private Angolan banks lead the expansion along with South African banks. The underdeveloped banking
sector collects most of its profits from service fees, largely in foreign exchange transactions. The central
bank is working with the government to issue regulations that will implement a new financial sector law,
promulgated in late 2005, that clarifies banking supervision. As a result of increasing competition and
experience, banking services are improving. In addition to banks, Angola’s financial sector has five
licensed insurance companies to satisfy the demand created by new laws requiring automotive, aviation,
and worker safety insurance. One of the insurance companies has not yet begun operations.

INVESTMENT BARRIERS

Angola is officially open to foreign investment, but its regulatory and legal infrastructure is not adequate
to facilitate much direct investment outside the petroleum sector or to provide sufficient protection to
foreign investors. Smaller, non-extractive firms tend to have a more difficult time conducting business in
Angola than larger, multinational corporations engaged in extractive industries. Angola created the
National Private Investment Agency (ANIP) in July 2003 to assist investors and facilitate new
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investment. In 2003, the Angolan government replaced the 1994 Foreign Investment Law with the Law
on Private Investment (Law 11/03). The law lays out the general parameters, benefits, and obligations for
foreign investment in Angola. It encourages foreign investment by providing equal treatment for
domestic and foreign investors, offering fiscal and customs incentives, and simplifying the investment
application process. However, it is vague on profit repatriation and includes weak legal safeguards to
protect foreign investors. In addition, many provisions of the law are subordinate to other sectoral
legislation, allowing other government ministries to override some of the protections and incentives
offered by the investment law.

Angolan law has no provisions for international arbitration and requires that any investment dispute be
resolved in Angolan courts. Angola has not ratified major international arbitration treaties. The World
Bank’s “Doing Business in 2006 survey estimates that commercial contract enforcement -- measured by
the amount of time elapsed between filing of a complaint and receipt of restitution -- generally takes more
than 1000 days in Angola. A voluntary arbitration law that provides the legal framework for speedier,
non-judicial resolution of disputes has been drafted but has not yet been approved.

Angola’s previous foreign investment law expressly prohibited foreign investment in the areas of defense,
internal public order, and state security; in banking activities relating to the operations of the Central
Bank and the Mint; in the administration of ports and airports; and in other areas of the State’s exclusive
responsibility by law. Although Law 11/03 does not explicitly restate these prohibitions, these areas are
assumed to remain off-limits to foreign investors. Investments may benefit from a more standardized set
of incentives under the Law on Tax and Customs Incentives for Private Investment, approved by the
National Assembly in July 2003. However, companies must apply for these benefits when negotiating
with ANIP.

Although the new investment law is part of an overall effort by the Angolan government to create a more
investor-friendly environment, many laws governing the economy have vague provisions that permit wide
interpretation and inconsistent application by the government across sectors. Investments in the
petroleum, diamond, and financial sectors continue to be governed by specific legislation. Foreign
investors can set up fully-owned subsidiaries in many sectors, but frequently they are strongly
encouraged, though not formally required, to take on local partners.

Obtaining the proper permits and business licenses to operate in Angola is time-consuming and adds to
the cost of investment. The World Bank “Doing Business in 2006 report identified Angola as the most
time-consuming country, out of 155 countries surveyed, to establish a business, requiring an average of
146 days to register a business compared to a regional average of 63 days. According to the 2003
investment law, ANIP and the Council of Ministers should take no more than two months to approve a
contract with an investor, but in practice this process normally takes considerably longer. After contract
approval, the company must register and file documentation with the relevant government ministries.

In August 2003, the government established a one-stop shop, or “Guiche Unico,” aimed at simplifying the
process of registering a company by unifying under one roof the procedures required by various
government ministries. However, the “Guiche Unico” lacks authority over the government ministries that
must approve licenses, permits, and other requirements, and thus has had little success in expediting
company registration. Representatives of several ministries staff the Guiche, but their ministries are still
learning how to coordinate their work. The two most time-consuming steps are obtaining certification
from the Notary Public and publication of the company name and statutes in the Didrio da Republica, the
national gazette managed by the National Press. The government has brought the registration time down
to three weeks, but the certification and publication phases take months.
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The government is gradually implementing local content legislation for the petroleum sector, originally
promulgated in November 2003 (Order 127/03 of the Ministry of Petroleum). The legislation will require
many foreign oil services companies currently supplying the petroleum sector to form joint-venture
partnerships with local companies. For the provision of goods and services not requiring heavy capital
investment and with a basic, medium, or higher level of non-specialized expertise, foreign companies
may only participate as a contractor to Angolan companies. For activities requiring a medium level of
capital investment and a higher level of expertise, not necessarily specialized, foreign companies may
only participate in association with Angolan companies (i.e.: through a joint venture).

ELECTRONIC COMMERCE

The country’s basic telecommunications law governs information technology, but includes no specific
regulations regarding electronic commerce. Electronic commerce plays a negligible role in Angola’s
domestic economy.

OTHER BARRIERS
Corruption

Petty corruption is prevalent due to the lack of adequately trained staff, low civil service salaries,
dependence on a centralized bureaucracy and antiquated regulations dating back to the colonial era.
Procedures to register a company are complicated and may involve up to 14 steps with many different
government ministries. Investors are often tempted to seek quicker service and approval by paying
gratuities and other facilitation fees.

Angola’s public and private companies have not traditionally used transparent accounting systems
consistent with international norms, and few companies in Angola adhere to international audit standards.
The government approved an audit law in 2002 that sought to require audits for all “large” companies, but
has not yet enforced this rule.

Investors have at times experienced harassment, political interference, and pressure to sell their
investments. In some cases, these practices have involved individuals with powerful positions within the
government who exert pressure directly or through the established bureaucracy. As a result, some
investors have experienced significant delays in payments for government contracts and delays in
obtaining the proper permits or approval of projects. Investors report pressure to form joint ventures with
powerful local interests. In general, the Angolan government has avoided expropriation of foreign-owned
assets during the last decade and has upheld contractual obligations when disputes emerged into public
view.

Recovering from War

Angola’s badly damaged and neglected infrastructure substantially increases the cost of doing business
for investors. Poor roads, destroyed bridges, and mined secondary routes raise transportation costs. The
country is in the process of rebuilding its communications, energy, transportation, and road infrastructure,
but the three main railroads will not be fully restored before the end of 2007, at the earliest. Domestic and
international communications are improving, but communication networks are oversubscribed in the
provinces and sometimes in Luanda, and coverage can be spotty. Frequent interruptions plague water and
power supplies, while power surges can damage electronic equipment. Increased overhead for investors
includes outlays for security services, back-up electrical generators, and cisterns. However, rebuilding
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infrastructure is a major policy objective of the Angolan government. The government budgeted $7
billion in 2006 on restoration of public infrastructure to address these deficiencies.
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ARAB LEAGUE

The impact of the Arab League boycott (ALB) of Israel on U.S. trade and investment in the Middle East
and North Africa varies from country to country. While it remains a serious barrier for U.S. firms
attempting to export from Israel to some countries in the region, the Arab League boycott of Israel has
virtually no effect on U.S. trade and investment in many other countries in the region. Arab League
members include the Palestinian Authority and the following states: Algeria, Comoros, Djibouti, Egypt,
Iraq, Jordan, Lebanon, Libya, Mauritania, Morocco, Somalia, Sudan, Syria, Tunisia, Yemen, and the Gulf
Cooperation Council (GCC) countries (Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab
Emirates). The United States continues to oppose the boycott, and U.S. government officials have urged
Arab League members to end its enforcement. Toward that goal, U.S. embassies and government
officials raise the boycott with host country officials, noting the persistence of illegal boycott requests and
the impact on both U.S. firms and on the countries’ ability to expand trade and investment. Under U.S.
antiboycott legislation enacted in 1978, U.S. firms are prohibited from responding to any request for
information that is designed to determine compliance with the boycott and are required to report receipt of
any such request to the U.S. Department of Commerce’s Office of Antiboycott Compliance (OAC).

The primary aspect of the boycott prohibits the importation of Israeli-origin goods and services into
boycotting countries. This prohibition may conflict with the obligation of Arab League member states
that are also members of the World Trade Organization (WTO) to treat Israeli imports on a Most Favored
Nation (MFN) basis. The secondary and tertiary aspects of the boycott discriminate against U.S. and
other foreign firms that wish to do business with both Israel and boycotting countries. These constrain
U.S. exports to the region. The secondary aspect of the boycott prohibits individuals — as well as private
and public sector firms and organizations — in Arab League countries from engaging in business with U.S.
and other foreign firms that contribute to Israel’s military or economic development. Such firms are
placed on a blacklist maintained by the Damascus-based Central Boycott Office (CBO), a specialized
bureau of the Arab League. The tertiary aspect of the boycott prohibits business dealings with U.S. and
other firms that do business with blacklisted companies.

While the legal structure of the boycott in the Arab League remains unchanged, enforcement of the
boycott remains the responsibility of individual member states and enforcement efforts vary widely from
country to country. Some member governments of the Arab League have consistently maintained that
only the Arab League as a whole can revoke the boycott. Other member governments support the view
that adherence to the boycott is a matter of national discretion, and a number of states have taken steps to
dismantle some aspects of it.

Egypt has not enforced any aspect of the boycott since 1980, pursuant to its peace treaty with Israel,
although U.S. firms occasionally find some government agencies using outdated forms containing boycott
language. In past years, Egypt has included boycott language in tenders funded by the Arab League. The
boycott language is drafted by the Arab League and not by the government of Egypt. Jordan ended its
enforcement of the boycott with the signing of its peace treaty with Israel in 1994. Algeria, Morocco,
Tunisia, and the Palestinian Authority do not enforce the boycott.

Libya has a boycott law on the books, but enforcement is inconsistent and senior Libyan officials report
that the boycott is not being actively enforced.

In September 1994, the GCC countries announced an end to the secondary and tertiary aspects of the
Arab League boycott of Israel, eliminating a significant trade barrier to U.S. firms. In December 1996,
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the GCC countries recognized the total dismantling of the boycott as a necessary step to advance peace
and promote regional cooperation in the Middle East and North Africa. Although all GCC states are
complying with these stated plans, some commercial documentation continues to contain boycott
language.

Bahrain does not have any restrictions on trade with U.S. companies that have relations with Israeli
companies. Outdated tender documents in Bahrain have occasionally referred to the secondary and
tertiary aspects of the boycott, but such instances have typically been remedied quickly. Bahrain’s
Ministry of Finance circulated a memorandum to all Bahraini Ministries in September 2005, reminding
them that the secondary and tertiary boycotts are no longer in place and to remove any boycott language,
including primary boycott, from government tenders and contracts. The government of Bahrain has
stated publicly that it recognizes the need to dismantle the primary boycott and is taking steps to do so. In
September 2005, Bahrain closed down its boycott office, the only entity responsible for enforcing the
boycott. The U.S. Government has received assurances from the government of Bahrain that it is
committed to ending the boycott. Bahrain is fully committed to complying with WTO requirements on
trade relations with other WTO Members, and Bahrain has no restrictions on American companies trading
with Israel or doing business in Israel, regardless of their ownership or relations with Israeli companies.
Bahrain did not attend the November 2006 Arab League boycott meeting in Damascus. Israeli-labeled
products are reported to be found occasionally in the Bahraini market. There are no entities present in
Bahrain for the purpose of promoting trade with Israel.

In accordance with the 1994 GCC decision, Kuwait no longer applies a secondary or tertiary boycott of
firms doing business with Israel, and has taken steps to eliminate all direct references to the boycott of
Israel in its commercial documents. Although Kuwaiti law does not include any specific language
referring to or mandating a boycott of Israeli goods, Kuwait still applies a primary boycott of goods and
services produced in Israel. Kuwait maintains an open boycott office in its Customs department and
regularly attends Arab League boycott meetings. There is no direct trade between Kuwait and Israel.

Oman does not apply any aspect of the boycott, whether primary, secondary or tertiary, and has no laws
to that effect. Although outdated boycott language occasionally appears inadvertently in tender
documents, Oman is working to ensure such language is removed from these documents. In January
1996, Oman and Israel signed an agreement to open trade missions in each country. However, in October
2000, following the outbreak of the second Intifada, Oman and Israel suspended these missions. Omani
customs processes Israeli-origin shipments entering with Israeli customs documentation. However,
Omani firms recently have reportedly avoided marketing any identifiably Israeli consumer products.
Telecommunications links and mail flow normally between the two countries.

In April 1996, Qatar and Israel agreed to exchange trade representation offices. The Israeli trade office
opened in May 1996 and remains open. Qatar does not have any boycott laws on the books, and does not
enforce the Arab League boycott. Although Qataris have sometimes visited Israel to investigate business
opportunities, effectively there is no trade between the two states. Some Qatari government tender
documents still include outdated boycott language. U.S. embassy officials have discussed this matter
with the Central Tenders Committee, which claims that a final decision regarding the presence of boycott
language in government tender documents is pending with the Ministry of Finance. The U.S.
Government is currently working with the Ministry of Finance on this issue.

In accordance with the 1994 GCC decision, Saudi Arabia terminated the secondary and tertiary boycotts,
and they are no longer enforced in the Kingdom. In light of its accession to the WTO in 2005, the Saudi
government re-issued the original directive confirming that these two boycotts are not to be applied in
Saudi Arabia. The Ministry of Commerce and Industry (MOC) established an office to address any
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reports of boycott violations. The MOC met with the U.S. Department of Commerce’s Office of Anti-
Boycott Compliance (OAC) in September 2005 and February 2006 to discuss methods for ensuring Saudi
commercial documents and tenders are in compliance with anti-boycott regulations. The OAC’s list of
reported boycott violations in Saudi Arabia over the last few years has decreased dramatically, and the
reported violations appear to reflect out-of-date language in recycled commercial and tender documents.
Saudi companies have been willing to void or revise that language when they are notified of its use.
Saudi Arabia is obligated to apply WTO commitments to all current members, including Israel.

In accordance with the 1994 GCC decision, the United Arab Emirates (UAE) does not implement the
secondary and tertiary aspects of the boycott. The UAE has not renounced the primary boycott, however,
enforcement of the primary boycott is unclear. U.S. firms continue to face boycott requests in the UAE as
a result of administrative and bureaucratic inefficiencies. The UAE is taking steps to eliminate prohibited
boycott requests, and the UAE government has issued a series of circulars to public and private
companies explaining that enforcement of the secondary and tertiary aspects of the boycott is a violation
of Emirati policy. The Embassy and other U.S. officials continue to work with the UAE to resolve
boycott issues.

The legal status of Iraq's boycott laws is ambiguous. There is an existing law from 1956 which provides
for the existence of an office charged with the enforcement of the boycott. Coalition Provision Authority
(CPA) Order 80 amended Iraq’s trademark law to remove boycott requirements from Iraqi trademark law.
However, we understand from anecdotal reporting that the boycott is still being enforced by the Iraqi
Office of Trademark Registration. In contrast, other Iraqi government officials, including at the
Ministerial level, have asserted that the boycott is no longer in force as a practical matter. Nonetheless,
U.S. companies continue to encounter prohibited requests from certain Iraqi Ministries, parastatals, and
private sector entities. U.S. government authorities have addressed these on a case-by-case basis and are
working with the government of Iraq to put in place a boycott-free legal structure. Senior Iraqi officials
are aware that enforcement of the boycott would jeopardize Iraq's ability to attract foreign investment.
Embassy officials expect that the government of Iraq will work to resolve remaining issues.

Yemen is implementing its 1995 decision to renounce observance of the secondary and tertiary aspects of
the boycott. Yemen remains a participant in annual meetings of the Arab League boycott committee.
The government of Yemen does not have an official boycott office. Yemen enforces the primary boycott
of goods and services produced in Israel. There are no specific laws on the books in Yemen regarding the
boycott.

Lebanon enforces the primary, secondary and tertiary boycotts.
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ARGENTINA

TRADE SUMMARY

The U.S. goods trade balance with Argentina went from a trade deficit of $426 million in 2005 to a trade
surplus of $801 million in 2006. U.S. goods exports in 2006 were $4.8 billion, up 15.8 percent from the
previous year. Corresponding U.S. imports from Argentina were $4.0 billion, down 13.3 percent.
Argentina is currently the 32™ largest export market for U.S. goods.

U.S. exports of private commercial services (i.e., excluding military and government) to Argentina were
$1.8 billion in 2005, and U.S. imports were $792 million. Sales of services in Argentina by majority
U.S.-owned affiliates were $2.8 billion in 2004 (latest data available), while sales of services in the
United States by majority Argentine-owned firms were $29 million.

The stock of U.S. foreign direct investment (FDI) in Argentina in 2005 was $13.2 billion, up from $11.5
billion in 2004. U.S. FDI in Argentina is concentrated largely in the non-bank holding companies,
manufacturing and information sectors.

IMPORT POLICIES

Worldwide, Argentina prohibits the import of many used capital goods. Used capital goods exempt from
this prohibition (based on several conditions allowed by Resolution 511 in 2000) are subject to a 6
percent import tariff, as established by Resolution 78/2006 in February 2006. Some used machinery
imports are allowed, but only if repaired or rebuilt. Imports of used clothing are prohibited through June
2010, except in donations to government or religious organizations, as established by Resolution 637
(2005). Argentina prohibits the importation and sale of used or re-treaded tires by law 25626; law 24051
precludes the importation of used or refurbished medical equipment, including imaging equipment and
used automotive parts. In addition to limiting automobile and automotive parts trade, Brazil and
Argentina’s common automotive policy (Bilateral Auto Pact), which was renegotiated in 2004 with new
aspects entering into force in 2006, bans the worldwide import of used self-propelled agricultural
machinery. In 2006, Argentina initiated a safeguard investigation on imports of recordable compact
discs. Argentina also currently imposes anti-dumping duties on imports of U.S. polyvinyl chloride.

Tariffs

Argentina’s import tariffs range from zero percent to 35 percent, with an average applied tariff rate of 13
percent in 2006. A fee of 0.5 percent to fund the government of Argentina’s compilation of trade data is
assessed on most imports (90 percent of all harmonized system tariff lines). As noted above, Argentina
also taxes some of its largest exports, at differing (sometimes indexed) rates. Total export tax revenue in
2005 was equal to 10.5 percent of the value of all Argentine exports, including goods not subject to export
taxes.

The government of Argentina has solicited sector-specific voluntary price caps aimed at reducing price
increases on key components of the consumer price index (CPI). Exporters may claim reimbursement for
some domestically paid taxes, including value-added-tax (VAT) reimbursements. The average non-VAT
export reimbursement rate is 4.1 percent of export value. In November 2005, the government eliminated
such non-VAT reimbursements for approximately 200 food products, including milk and dairy products.
Non-VAT reimbursements for these products were reinstated in 2006, after producers committed not to
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increase their prices. In July 2006, some types of vegetable oils were excluded from tax reimbursement
by Resolution 530/2006.

MERCOSUR’s common external tariff (CET) averages 13.6 percent and ranges from zero percent to 20
percent ad valorem. Full CET product coverage was scheduled for implementation in 2006, but has been
delayed. Individual MERCOSUR member country exceptions to the CET are now permitted until the end
of 2008. Currently Argentina has exceptions to the CET on capital goods (for which the CET is 14
percent but for which Argentina allows duty-free entry), computing and telecommunications goods and an
additional diversified group of 100 products. Duty-free movement within the bloc, also originally
scheduled for 2006, has been deferred indefinitely. Multiple tariffs may therefore be imposed on products
imported from outside the bloc. Argentina and Brazil have adopted a Competitive Adaptation Clause,
which permits countries to impose safeguards with defined phase-out periods and linked programs to
improve sector competitiveness.

In 2005, the government imposed new non-automatic licenses on toys (Resolution 485/2005), requiring
importers to obtain a certificate reviewed by three different offices in the Secretariat of Industry. The
process takes 120 days, partly due to a backlog. Once issued, the certificates are valid for 60 days. Under
Resolution 825/2001, toys and textiles imported from China are subject to substantial specific tariffs
which affect U.S. firms operating in Argentina that import from China. Under a program included in the
Resolution, these specific duties were reduced to a maximum 35 percent ad valorem equivalent tariff in
January 2007.

Resolution 486/2005 established non-automatic licenses on shoes in 2005, requiring certificates that are
valid for only 120 days and whose issuance involves procedures that, according to the private sector, are
burdensome. There is an automatic license requirement for most footwear imports; the government of
Argentina says this requirement is needed for informational purposes, but the private sector claims it is an
obstacle to trade. In July 2004, Resolution 495/2004 established minimum specific import duties on
footwear for 180 days, which were later extended to December 31, 2007. These import duties do not
apply to goods from MERCOSUR countries and cannot exceed the value of an equivalent 35 percent ad
valorem tariff.

Customs Procedures

Argentina subscribes to the WTO Agreement on Customs Valuation. There are certificate of origin
requirements for a long list of products with non-preferential origin treatment, as established by the
Federal Administration for Public Revenue’s (AFIP’s) External Note 8 of 2006, including textiles, capital
goods, steel products and household appliances. This Note established a procedure (“Canal Rojo Valor”™)
such that, when Customs finds that the declared price of an import is lower than its reference price, the
importer must provide a guarantee for the duties and taxes on the difference. This customs verification
procedure can take a long time and result in higher financial costs for importers.

In 2005, AFIP Resolution 1811/2005 modified the import-export regime applied to couriers. Previously,
a simplified procedure for Customs clearance that applied to international operations up to $3,000
expedited couriers' activities. Resolution 1811/2005 reduced this maximum to $1,000. Additionally,
couriers are considered importers and exporters of goods, rather than transporters, and also must declare
the tax identification codes of the sender and addressee, both of which render the process more
troublesome and costly. These burdensome regulations increase the cost not only for the courier, but also
for users of courier services.
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EXPORT POLICIES

Following the 2002 currency devaluation, the government of Argentina imposed tariffs on all but a few
exports, including significant tariffs on key hydrocarbon and agricultural commodity exports, in order to
generate revenue and increase domestic supplies of these commodities to constrain domestic price
increases. These export tariffs continue to be actively managed by the government of Argentina.

The government of Argentina suspended beef exports for 180 days beginning in March 2006, excepting
only beef exports to the European Union under the Hilton quota program, and beef exports guaranteed
under bilateral agreements. Export taxes originally imposed in 2002 on boned cuts and heat-processed
beef were increased from 5 percent to 15 percent. Both the ban and the higher export taxes were aimed at
increasing local supply and avoiding further increases in domestic beef prices. Starting in June 2006, the
government eased the ban, allowing maximum exports by volume of 40 percent (applied to each tariff
line) of the 242,000 ton total exported between June and November of 2005. In September 2006, the
government of Argentina further loosened the beef export ban, allowing exports to rise from 40 percent to
50 percent of the June to November 2005 total export volume, while extending the export caps until
November 30, 2006.

STANDARDS, TESTING, LABELING AND CERTIFICATION

Agricultural Products: The government has banned thymus gland sweetbreads since 2002 based on
Resolution 117/2002, which sets criteria to assess the risk of bovine spongiform encephalitis (BSE)
transmissibility. Import permits for salivary gland sweetbreads, which according to Resolution 117/2002
should be allowed, have been denied by SENASA, the government phyto-sanitary agency. In August
2006, Argentina issued Resolution 315/2006 that aligns Argentina's import requirements for BSE to those
of the Organization for Animal Health. This is a significant development toward a more open market for
beef and other bovine products. However, the Argentine National Food Institute continues to demand
traceability and documents stamped/notarized by the Argentine Consulate for all bovine-derived imports.
Even though there is no technical/sanitary restriction, Argentina continues to delay issuance of health
certificates that would allow the resumption of exports of poultry meat and products from the United
States.

Non-agricultural Products: Argentina's Standards Institute (IRAM) aligns the bulk of Argentine standards
with U.S. or European norms. Argentina began mandating compliance with new national safety
certifications on a wide range of products in early 1998, affecting U.S. exports of low-voltage electrical
products (household appliances, electronics and electrical materials), toys, covers for dangerous products,
gas products, construction steel, personal protective equipment, bicycles and elevators. Many businesses
often find the procedures for compliance to be inconsistent, redundant and non-transparent. Enforcement
by Customs of a regulation mandating the use of a national standard with respect to plugs for low-voltage
equipment, as established by IRAM rules 2073/2063, and Customs homologation required by the
Secretariat of Communications to ensure that telecommunication and radio equipment meet regulatory
requirements, can result in long delays and do not apply to domestic producers.

Regulations that require product testing can be cumbersome, costly and problematic for small and
medium-sized U.S. companies. Argentina's certificate of origin regulations require separate certificates
for each of the countries involved in manufacturing the various components of a final product. In the
past, Argentina failed to fulfill the notification and comment requirements of the WTO Agreement on
Technical Barriers to Trade in its implementation of these measures.
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Resolution 287/2000 established strict labeling requirements for footwear and textiles, which have
specific characteristics in terms of print size, attachment to the garment, information contained, country of
origin, importer and others. Importers complain that such requirements significantly delay import
processing.

INTELLECTUAL PROPERTY RIGHTS (IPR) PROTECTION

Argentina's lack of adequate and effective intellectual property protection has caused some friction in the
bilateral trade relationship. Argentina has been on the Special 301 Priority Watch List since 1996.

Patents: The National Intellectual Property Institute (INPI) started to grant pharmaceutical patents in
October 2000 after a nearly five-year moratorium. Issuance of pharmaceutical patents has been slow
since that time. INPI, however, has taken a number of steps to reduce Argentina's large patent application
backlog. In the past year, Argentina made significant progress in reducing its patent backlog. Steps
include the implementation of fast-track procedures and a one-time opportunity in 2005 for companies to
prioritize their patent applications before INPI. In April 2002, negotiations between the governments of
the United States and Argentina clarified aspects of Argentina’s intellectual property system, such as
provisions related to the patentability of microorganisms and its import restriction regime. Those
negotiations did not resolve the dispute concerning the lack of protection for safety and efficacy data
developed by pharmaceutical companies submitted to ANMAT (the Argentine equivalent of the U.S.
Food and Drug Administration) for the approval of pharmaceutical products. Argentina amended its
patent law in December 2003, as required by the May 2002 agreement between the two governments.
The intention of the amendment was to provide protections for process patents and to ensure that
preliminary injunctions were available in intellectual property court proceedings, among other steps.
However, the injunctive relief process has proven slow enough to not be an effective deterrent to patent
infringers in some cases. The United States retained its right to seek resolution under the WTO dispute
settlement mechanism on the outstanding issue of data protection.

Copyrights: Argentina's copyright laws generally provide good protection. Argentina ratified the World
Intellectual Property Organization (WIPO) Copyright Treaty and the WIPO Performances and
Phonograms Treaty in 1999, though some implementation issues remain. In November 1998, Argentina
promulgated legislation establishing software piracy as a criminal offense. The government has yet to
fully comply with an agreement with the private sector to eliminate unlicensed software used in
government offices.

Enforcement of copyrights on recorded music, videos, books and computer software remains inconsistent.
Argentine customs and other government authorities generally cooperate with industry efforts to stop
shipments of pirated merchandise, but inadequate resources and slow court procedures have hampered the
effectiveness of enforcement efforts. The legal framework regarding Internet piracy provides few
incentives to investigate and punish those who post infringing materials. Inadequate border controls,
particularly at the border near Paraguay and Brazil, further contribute to the regional circulation of pirated
goods. The U.S. copyright industries are increasingly concerned with the widespread offering of “home
delivery” for pirated products. End-user piracy of business software, motion picture piracy and book
piracy remains widespread. Law 25986 of January 2005 prohibits the import or export of merchandise
which violates intellectual property rights. However, Argentine Customs authorities were unable to
detain merchandise based on the presumption of a violation until regulations to implement this law were
issued on October 12, 2006. The International Intellectual Property Alliance estimates that music piracy
grew 5 percent in 2005 compared to 2004, representing a 60 percent piracy rate and $69.5 million in
losses for 2005. The Argentine Chamber of Phonogram and Videogram Producers estimate that DVD
movie piracy represents 52 percent of the market, or ARP 300 million per year. The Business Software
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Alliance estimates a 77 percent piracy rate of business software, resulting in a $109 million loss to the
business software industry. Business software piracy grew 2 percent in 2005 over 2004.

Trademarks and Geographical Indications: Argentina’s trademark law, the Law on Trademarks and
Designations (No. 22362), was issued in 1980. Laws 25380 and 25966 protect names of origin and
geographical indications. Similar to other Latin American countries, Argentina has a somewhat limited
view of eligible subject matter for trademarks, and does not accept applications for certification marks.
Argentina does, however, provide protection for sound and scent trade marks. U.S. companies report that
the process of registering trademarks generally takes over five months. The registration procedure was
improved and made quicker with Presidential Decree 1141/2003.

Overall, enforcement of copyrights and trademarks remain a serious concern. Border controls and the
prosecution of intellectual property violations are ineffective. Civil damages are non-deterrent and in
criminal cases the judiciary is reluctant to impose deterrent penalties, such as prison sentences.

The United States and Argentina have been closely allied in the area of agricultural biotechnology,
including as co-complainants in a WTO dispute challenging the EU moratorium on transgenic crops and
the EU’s implementation of the Cartagena Protocol of Biosafety. However, the Argentine government
should adopt and enforce an intellectual property regime acceptable to foreign companies in order to
attract sufficient investment in agricultural biotechnology. Argentina has been attempting to negotiate a
system for royalty payments to accommodate agricultural companies where the Argentine Supreme Court
previously declined to approve patent rights. These negotiations have reached an impasse and companies
may choose to seek additional legal recourse if negotiations cannot be restarted and a reasonable solution
achieved. The government opposes a grain-based collection system, as it believes this would undermine
the joint WTO case against the EU, but this case was resolved in favor of the United States and
Argentina. Argentine soybean exports for marketing year 2006/07 are forecast at 7.1 million metric tons.
About 99 percent are biotechnology U.S. soybeans and large portions are produced without the necessary
royalty payments.

SERVICES BARRIERS

Argentina enacted broad liberalization in the service sector as part of its economic reform program in the
1990s, but some barriers still exist. For example, the Argentine government obliges cable/pay television
operators to register their programming with a government body. This government body imposed
restrictions on cable-TV providers about the frequency of advertisements. In addition, restrictions
regarding the showing, printing and dubbing of films burden U.S. exports, as does the practice of
charging ad valorem customs duties based on the previously estimated value of the authors' rights, rather
than solely on the value of the physical materials being imported, which is the WTO standard.

In the WTO, Argentina has committed to allow foreign suppliers of non-insurance financial services to
establish all forms of commercial presence and has committed to provide market access and national
treatment to foreign suppliers of non-insurance financial services. The only significant remaining issue is
that lending limits for foreign bank branches are based on local paid-in capital, not the parent bank’s
capital.

In general, commercial presence of insurance firms is permitted under the same conditions required for
local firms. Law 20091, however, establishes that the branches or agencies of foreign insurance firms
will be authorized to perform insurance activities in Argentina if there is reciprocity in the respective
countries' laws. There was a reform of minimum capital requirements for new insurance firms in 1998,
which resulted in new firms having to fulfill higher minimum capital requirements, whereas older firms
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could still benefit from lower requirements. Therefore, firms that establish themselves in the Argentine
market through the acquisition of another firm benefiting from the lower standards is in a better position
than firms that begin in the Argentine market as new companies and, therefore, are subject to the new
standards. These measures affect both foreign and local firms. The localization of assets maintained by
insurance firms is affected by regulations issued by the government entity that supervises the sector, the
National Insurance Superintendency. Some 75 percent of capital and 90 percent of technical reserves are
to be invested within the country. There are lists of authorized investments that become stricter in the
case of firms that manage pension funds (Administradoras de Fondos de Jubilaciones y Pensiones or
AFJP). These lists apply to both foreign and local firms. Argentine residents cannot acquire life, medical
or patrimony insurance abroad and foreign suppliers cannot publicize their services within Argentina.
However, insurance for cargo is permitted and reinsurance engaged abroad is always permitted for all
types of insurance. There is also a restriction on insuring goods owned or used by the national, provincial
or municipal governments, independent agencies and people or firms that were granted concessions. The
insurance for such goods has to be engaged with local firms, as established by Law 12988.

GOVERNMENT PROCUREMENT

Argentina is an observer to the WTO Plurilateral Agreement on Government Procurement. Law 25551 of
2001 establishes a national preference for local industry for most government purchases if the domestic
supplier bid is no more than 5 percent to 7 percent (the latter figure for small or medium-sized businesses)
higher than the foreign bid, and applies to tender offers by all government agencies, public utilities and
concessionaires. There is similar legislation at the provincial level, resulting in entry barriers for foreign
firms.

Inland water shipping is reserved for Argentine flag carriers. Any foreign firm entering the market will
have to nationalize vessels, paying high import duties and follow strict local union regulations on
nationality of the crew.

INVESTMENT BARRIERS

In line with WTO rules, Argentina in 1995 notified measures inconsistent with its obligations under the
WTO Agreement on Trade-Related Investment Measures (TRIMS). The notified measures dealt with
local content and balancing trade flows in the automotive industry. Proper notification allows developing
country WTO Members to maintain such measures for a five-year transitional period, which ended
January 1, 2000, for Argentina. In November 2001, the WTO granted an extension to the TRIMS
transitional period allowing Argentina and several other countries to maintain TRIMS-inconsistent
measures until December 31, 2003. Article 23 of the September 2002 bilateral auto pact between
Argentina and Brazil allowed Argentina to maintain minimum domestic content requirements on vehicles
manufactured in Argentina until 2005. Article 13 of the same agreement established trade balancing
measures which were to expire in 2006. However, in mid-2006 the agreement, including the local content
and trade balancing clauses, was extended through December 2008.

The government implemented an increasing variety of capital and exchange controls throughout 2002.
These measures inhibited access to foreign exchange to pay for imports, which has created difficulties for
U.S. investors in Argentina, among others. As of September 2002, the government retained strict controls
on the release of foreign exchange to pay for imports of 2,700 products. During 2003, most of the
exchange market controls for imports were relaxed or abolished imports can now be paid in advance
regardless of the type of good involved. Importers, however, must show that imported products entered
Argentina within 360 days of payment. There are no restrictions on payments for services imports (such
as freight, insurance, technical assessment and professional fees).
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Hard currency export earnings, both from goods and services, must be cleared in the local foreign
exchange market (with exceptions), and there are time limits to fulfill this obligation. Those limits range
from approximately 180 to 480 days for goods (depending on the goods involved) and 135 working days
for services. For certain capital goods and situations where exports receive long-term financing not
exceeding six years, exporters face more liberal time limits. The foreign exchange clearance requirement
is limited to 30 percent of total revenues for hydrocarbons exports, and does not apply to exports of
certain minerals, exports that were subject to temporary admission if they were not transformed, and to
exports to Argentine foreign trade zones. Foreign currency earned through exports may be used for some
foreign debt payments.

Argentina has expanded its capital control regime since 2003, with the stated goal of avoiding the
potentially disruptive impact of large short-term capital flows on the nominal exchange rate. In June
2003, Argentina imposed a registration requirement for inflows and outflows of capital, and a 180-day
minimum investment period. In May 2005, the government issued Presidential Decree 616/2005 and
extended the minimum time period to 365 days. The Decree also expanded the registration requirement
to include "all types of debt operations of residents that could imply a future foreign currency payment to
non-residents" and requires that all foreign debt of private Argentine residents, with the exception of trade
finance and initial public debt offerings that bring foreign exchange into the market, must include
provisions that the debt need not be repaid in less than 365 days.

Decree 616/2005 (as implemented by Ministry of Economy resolutions issued during 2005 and 2006) also
imposed more restrictive controls on the following classes of inbound investments: inflows of foreign
funds from private sector debt (excluding foreign trade and initial stock and bond issues); inflows for
initial public offerings of Central Bank debt instruments; inflows for most fiduciary funds; inflows of
non-resident funds that are destined for the holding of Argentine pesos or the purchase of private sector
financial instruments (excluding foreign direct investment and the primary issuance of stocks and bonds);
and investments in public sector securities purchased in the secondary market. These inflows are subject
to three restrictions: (a) they may not be transferred out of the country for 365 days after their entry; (b)
proceeds from foreign exchange transactions involving these investments must be paid into an account in
the local financial system; and (c) 30 percent of the amount of such transactions must be deposited in a
local financial entity for 365 days in an account that must be denominated in dollars and pay no interest.
Violations are subject to criminal prosecution. As of September 2006, a deposit is not required for capital
inflows aimed to finance energy infrastructure works.

Under the bilateral investment treaty (BIT) between Argentina and the United States, which entered into
force in 1994, each country committed to provide investors of the other country treatment equal to what it
offers its own investors or investors from any other country. The BIT also includes obligations relating to
compensation for expropriation, the free movement of capital and other investment-related transfers, and
the right to hire senior managers of any nationality. Thirteen U.S. investors have submitted to binding
investor-state arbitration under BIT claims against the government of Argentina that measures imposed
by Argentina during the financial crisis that began in 2001 breached BIT obligations.

ELECTRONIC COMMERCE

Argentina has a legal framework for digital signatures. The Digital Signature Law 25506 of 2001 was
implemented by Presidential Decrees 2628 of 2002 and 724 of June 2006. Argentine law has accepted
digital signatures since early 2004, under the requirement that they are verified by a certified licensor.
Decree 724/2006 allowed government of Argentina agencies to act as license certifiers and to issue
certificates for government officials or private individuals, establishing conditions for use of digital
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signatures between public organizations and the community. The decree also eliminates the requirement
that each entity with the authority to certify digital signatures be backed by liability insurance. Argentina
does not allow the use of electronically produced air waybills, limiting their ability to speed up customs
processing and the growth of electronic commerce transactions.

Electronic invoicing became effective in Argentina as of January 16, 2006, through AFIP Resolution
1956/2005. This new procedure allows replacement of the traditional paper invoice with an electronic
one, which can be sent via the Internet. The new resolution establishes eligibility requirements for
companies to obtain authorization to use e-invoicing, such as having appropriate IT systems and
infrastructure to send and store originals, duplicates and receipts and to keep digital records/registry of all
documentation sent and received.
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AUSTRALIA

TRADE SUMMARY

The U.S. goods trade surplus with Australia was $9.6 billion in 2006, an increase of $1.1 billion from
$8.5 billion in 2005. U.S. goods exports in 2006 were $17.8 billion, up 12.3 percent from the previous
year. Corresponding U.S. imports from Australia were $8.2 billion, up 11.8 percent. Australia is currently
the 14™ largest export market for U.S. goods.

U.S. exports of private commercial services (i.e., excluding military and government) to Australia were
$7.4 billion in 2005, and U.S. imports were $4.7 billion. Sales of services in Australia by majority U.S.-
owned affiliates were $18.4 billion in 2004 (latest data available), while sales of services in the United
States by majority Australia-owned firms were $12.0 billion.

The stock of U.S. foreign direct investment (FDI) in Australia in 2005 was $113.4 billion. U.S. FDI in
Australia is concentrated largely in the non-bank holding companies, manufacturing, finance, mining, and
banking sectors.

FREE TRADE AGREEMENT (FTA)

The governments of the United States and Australia concluded an FTA in February 2004 that entered into
force on January 1, 2005. Under the FTA, more than 99 percent of U.S. exports of manufactured goods
and 100 percent of U.S. food and agricultural exports to Australia are now duty-free. The FTA will also
eliminate tariffs within four years in the automotive sector and within 10 years on textiles. U.S. industry
estimates the removal of tariffs affecting trade in textiles, automobiles, and automotive components will
lead U.S. exports to Australia to increase between $100 million to $500 million in textiles and raise
exports of automobiles and automotive components between $100 million to $500 million. A number of
working groups have been established under the FTA to facilitate further liberalization of services trade
as well.

Over the past 12 months, progress has been made on a number of outstanding FTA implementation
issues, including measures that properly value innovative pharmaceutical products, strengthen copyright
protection, and review the market for blood plasma products. These issues are discussed in the relevant
sections below.

IMPORT POLICIES

Tariffs

Eighty-six percent of Australia’s tariffs are between 0 percent and 5 percent, with more than 99 percent of
tariff rates applied on an ad valorem basis. Ninety-seven percent of Australia’s tariff lines are bound in
the World Trade Organization (WTO). Australia’s simple average bound tariff rate is 9.9 percent and its
average applied tariff is 4.2 percent. The average applied rate for industrial products is 4.6 percent, with
most bound rates set between zero percent and 55 percent. The average applied tariff for agricultural
products is less than 1 percent, with bound rates generally set between 0 percent and 29 percent. Tariff-
rate quotas are in place for some cheese items and non-manufactured tobacco (although the duty rate on
tobacco has been 0 percent since 1995). Australia retains high tariff peaks on textiles, clothing, and
footwear (maximum 25 percent) and passenger motor vehicles (15 percent).
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STANDARDS, TESTING, LABELING AND CERTIFICATION
Sanitary and Phytosanitary Measures

The Australian government maintains a stringent regime for the application of sanitary and phytosanitary
(SPS) measures. The FTA created a new mechanism for scientific cooperation between U.S. and
Australian SPS authorities to resolve specific bilateral animal and plant health issues. This mechanism
will facilitate cooperation at the earliest appropriate point in each country’s regulatory process where it
affects trade between the two countries.

Biotechnology

Australia has a substantial, risk-assessment-based regulatory framework for dealing with gene technology
and organisms derived by the use of biotechnology, as well as a process for assessment and approval of
foods derived by the use of biotechnology. The Gene Technology Act of 2000 established Australia’s
regulatory scheme for dealing with gene technology and organisms derived by the use of biotechnology.
The Gene Technology Regulator serves the key role in assessing, regulating and licensing products of
biotechnology and enforcing licensing conditions. A number of states have invoked restrictions on the
planting of products of biotechnology in their jurisdictions, which is slowing the commercialization and
adoption of the technology. (Biotechnology cotton, however, has been successfully introduced and
planting of this product now dominates the cotton industry in Australia.)

Food Approvals: Foods derived by the use of biotechnology must be assessed, determined to be safe, and
be approved before being sold for human consumption. Imported foods using biotechnology can be
offered for sale in Australia only after being assessed by Food Standards Australia New Zealand
(FSANZ) and being listed in the Food Standards Code. As of November 2006, there were four
biotechnology processing aids and three biotechnology food additives that formed part of approximately
25 products on the FSANZ-approved list of “food produced using gene technology.”

Food Labeling: Australia maintains mandatory labeling requirements for foods utilizing biotechnology,
required if a food in its final form contains detectable DNA or protein resulting from the application of
biotechnology, with a few exceptions. The law allows for a maximum level of 1 percent product of
biotechnology. Meeting these biotechnology food labeling regulations can be onerous for manufacturers
and others in the supply-chain, particularly for processed food, a large share of U.S. agricultural exports.

GOVERNMENT PROCUREMENT

Australia is the only major industrialized country that is not a signatory to the plurilateral WTO
Agreement on Government Procurement (GPA). However, under the FTA, the Australian government
opened its government procurement market to U.S. suppliers and eliminated discriminatory preferences
for domestic suppliers. The FTA also requires the use of fair and transparent procurement procedures,
including advance notice of purchases and timely and effective bid review procedures for procurement
covered by the Agreement.

INTELLECTUAL PROPERTY RIGHTS (IPR) PROTECTION

Australia is a member of the World Intellectual Property Organization (WIPO) and is a party to most
multilateral IPR agreements, including: the Paris Convention for the Protection of Industrial Property; the
Berne Convention for the Protection of Literary and Artistic Works; the Universal Copyright Convention;
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the Rome Convention for the Protection of Performers, Producers of Phonograms, and Broadcasting
Organizations; and the Patent Cooperation Treaty. Under the FTA, Australia is obliged to accede and
become a party to the 1996 WIPO Copyright Treaty and Performances and Phonograms Treaty. Australia
is still reviewing the steps necessary for accession.

Australia amended its Copyright Act in December 2006, following extensive consultations with
stakeholders. The amended Copyright Act, which includes strengthened enforcement measures, will
enter into force in 2007. The December 2006 amendments also implement FTA provisions concerning
circumvention of technological protection measures (TPMs) used in connection with the exercise of
copyright. The provisions on TPMs are a step forward in protection for copyright owners in Australia.
The United States will review implementation of these new provisions, including exceptions provided for
in the law, to ensure consistency with FTA requirements.

Australia permits the parallel importation of computer software, electronic versions of books, periodicals,
sheet music, sound recordings, branded goods (clothing, footwear, toys, and packaged food), and some
electronic games. The Australian government continues to prohibit the parallel importation of films, but
an estimated 20 percent of the DVDs in Australia are illegal parallel imports. Locally replicated DVD-
Rs, videocassettes copied from video compact discs (VCDs) and DVDs, illegally parallel-imported
DVDs, and pirated VCDs continue to be the major threat to Australia's otherwise low rate of piracy of
audio-visual materials. Pirate DVDs imported from Asia also are an emerging problem.

Due to implementing commitments it made in the FTA, Australia now provides copyright protection for
the life of the author plus 70 years (for works measured by a person's life), or 70 years (for corporate
works). It also clarified that the right to reproduce literary and artistic works, recordings, and
performances encompasses temporary copies, an important principle in the digital realm. Australia also is
implementing its FTA commitments regarding the liability of Internet service providers in connection
with copyright infringements that take place over their networks.

Under the patent provisions of the FTA, Australia confirmed that its law makes patents available for any
invention, subject to limited exclusions, and confirms the availability of patents for new uses or methods
of using a known product. To guard against arbitrary revocation, Australia limits the grounds for
revoking a patent to the grounds that would have justified a refusal to grant the patent; fraud is also
grounds for revocation. Under the FTA, Australia also committed to patent term adjustments to
compensate if there are unreasonable delays that occur while granting the patent, or if there is
unreasonable curtailment of the effective patent term as a result of the marketing approval process for
pharmaceutical products. In addition, the Australian government is implementing its commitment to
protect test data that a company submits in seeking marketing approval for pharmaceutical and
agricultural chemical products by precluding other firms from relying on the data, as well as measures to
prevent the marketing of pharmaceutical products that infringe patents.

The trademark and geographical indication provisions of the FTA established that trademarks must
include marks in respect of goods and services, collective marks, and certification marks, and that
geographical indications are eligible for protection as marks. Australia is implementing its commitment
to provide protection for marks and geographical indications, as well as efficient and transparent
procedures governing the application for protection of marks and geographical indications. Australia has
rules on domain name management that require a dispute resolution procedure to prevent trademark
cyber-piracy, as it was required to provide under the FTA.

FOREIGN TRADE BARRIERS
-29-



SERVICES BARRIERS
Telecommunications

The Australian government has recently reduced its 51 percent stake in Telstra and is now a minority
shareholder with a 17 percent share, helping reduce concerns about the government’s conflicting roles as
both regulator and owner of the dominant operator. Australia has not addressed continuing concerns
about foreign equity limits in Telstra, still capped at 35 percent. U.S industry remains concerned about
the ability of Telstra to abuse its monopoly power. Alleged abuses include delays in making an
acceptable public offer for access to its network and inflated pricing of wholesale services such as leased
lines and interconnection with its mobile network. In 2006 the Australian government rejected a proposal
by Telstra to significantly raise certain network access rates, but final decisions on such rates and the
access Telstra will provide when it introduces its “Next Generation Network™ over the next 3 years to 5
years remain to be resolved.

Audiovisual Trade Barriers

The Australian Communications and Media Authority Content Standards require that 55 percent of all
free-to-air television programming broadcast between 6:00a.m. and midnight be of Australian origin with
specific minimum annual sub-quotas for Australian (adult) drama, documentary and children’s programs.
In addition, the television advertising quota stipulates that at least 80 percent of total commercial
television advertising during that same period must be Australian-produced. Australia's Broadcasting
Services Amendment Act requires pay television channels with significant drama programming to spend
10 percent (with a requirement of up to 20 percent allowed under the FTA) of their programming budget
on new Australian drama programs. Australian radio industry quotas require that up to 25 percent of all
music broadcast between 6:00a.m. and midnight be "predominantly" Australian in origin/performance.
The FTA allowed existing restrictions to remain, but limits or prohibits their extension to other media or
means of transmission.

Media

There was considerable movement in 2006 in Australia’s media regulations. In October 2006,
Parliament passed legislation enacting changes to Australia’s media laws relating to digital television
including multi-channeling, foreign ownership and cross-media ownership. However, media remains a
sensitive sector, and foreign investment proposals in the media sector, irrespective of size, will remain
subject to prior approval by the Treasurer.

Other changes include opening up two reserved digital channels for new digital services such as mobile
television or new in-home services, and permitting commercial free-to-air television stations to broadcast
one standard definition multi-channel from 2009, and to allow full multi-channeling no later than the time
of the digital switchover (2010-2012). The law relaxes current restrictions on cross-media ownership,
with some restrictions in smaller media markets.

INVESTMENT BARRIERS

Pursuant to Australia’s Foreign Investment Law, its Foreign Investment Review Board (FIRB) screens in
advance potential foreign investments in Australia above a threshold value of A$50 million. The FIRB
may deny approval of particular investments above that threshold on “national interest” grounds. The
FTA, however, exempts all new “greenfield” U.S. investments from FIRB screening entirely. The FTA
also raises the threshold for screening of most U.S. acquisitions of existing investments in Australia from
A$50 million to A$800 million (indexed annually).
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OTHER BARRIERS
Agriculture

Australia’s applied agricultural tariffs are relatively low, with an unweighted average of less than 1
percent. Under the FTA, all U.S. agricultural products enter Australia duty-free. While Australian
agriculture is relatively unprotected based on other traditional measures of assistance as well, such as
producer subsidy equivalents and effective rates of assistance, Australia maintains a conservative and
restrictive quarantine regime that effectively limits the openness of its market. This regime results in an
effective import ban on many agricultural products and restricts access for many through strict import
measures. As a result, there is low-to-zero import penetration for many of Australia’s agricultural sub-
sectors. The U.S. is continuing to seek to resolve long standing issues with its market access for table
grapes and access for a number of products including apples, stone fruit, raspberries, and fresh, frozen and
cooked poultry meat.

Commodity Boards and Agricultural Support

While Australian government intervention in the agricultural production sector is limited, a few selected
commodities are exported through statutory marketing arrangements, including wheat and barley in South
Australia, and rice in New South Wales. The Australian Wheat Board (AWB) holds the monopoly export
rights for all bulk wheat exported from Australia. In January 2006, the Cole inquiry, set up by the
Australian government began hearings on allegations of improprieties by AWB in connection with the
U.N. Oil-For-Food Program. The final report of the Cole inquiry was made public in November 2006
and concluded that some AWB officials were aware of the payments. In response, in December 2006, the
government of Australia removed the AWB's veto authority over all exporting firms submitting contracts
to export wheat from Australia until June 2007. The veto authority has been given to the Agriculture
Minister as an interim measure and the Australian government has proposed intensive consultation with
the industry over the future of wheat export marketing.

Textile Clothing and Footwear (TCF) Sector Support

The Australian government provides assistance to the TCF industry through tariff protection as well as
significant budgetary assistance. Previously scheduled tariff reductions for these industries came into
effect on January 1, 2005.

For TCF products, tariffs were reduced from 25 percent to 17.5 percent on imports of clothing and certain
other finished textiles goods; from 15 percent to 10 percent on imports of cotton sheeting, fabrics,
footwear and carpet; and from 10 percent to 7.5 percent on imports of sleeping bags, table linen and
footwear parts.

These reductions were provided for in the Customs Tariff Amendment (Textile, Clothing and Footwear
post-2005 Arrangements) Act 2004. Under the Act, TCF tariffs will remain at their new rates until 2010,
when they will be reduced to 5 percent until 2015. For apparel and certain finished textile goods, the
tariff will be reduced to 10 percent in 2010, and then to 5 percent in 2015.
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Automotive Sector Support

Automotive producers benefit from import duty credits designed to promote production, investment, and
research and development. In 2002, the program was extended to 2015 with declining benefits to
compensate for planned additional tariff reductions.

Pharmaceuticals

The FTA process addressed transparency and regulatory concerns and established an independent review
process for innovative medicines. The FTA also established a Medicines Working Group, which has
helped facilitate a constructive dialogue between the United States and Australia on health policy issues.

In the past, the U.S. pharmaceutical industry has raised concerns over the Australian government’s
policies and their support of the research and development of innovative pharmaceutical products. In
November 2006, the Australian government announced a major reform to the pricing of pharmaceutical
products listed on its Pharmaceutical Benefits Scheme (PBS), its national drug formulary. Under the
plan, from August 1, 2007, different pricing arrangements would apply to drugs for which there is only a
single brand listed and those for which there are multiple brands. Over time, the Australian government
will move to a system of price disclosure where the actual price at which the medicine is being sold will
become the price the government pays. The U.S. pharmaceutical industry is cautiously optimistic
regarding these reforms, although many details about its implementation still remain unclear.

Blood Plasma Products and Fractionation

Foreign companies face substantial barriers to the provision of blood plasma products in the Australian
market. Hospitals are reimbursed only for blood plasma products produced by an Australian company
under a monopoly contract granted by the Australian government. While foreign blood products may be
approved for sale in Australia, the exclusive contract makes it virtually impossible for foreign firms to sell
their products in Australia except to fill shortages or provide products not otherwise available in
Australia. Australia recently completed a review, required under the FTA, of its arrangements for the
supply of blood fractionation services. The review’s recommendation that Australia not pursue overseas
fractionation of blood plasma products did not adequately consider the significant potential cost savings
from introducing competition in the provision of blood fractionation services. The Australia government
has recommended that its states adopt the tendering process prescribed in the Government Procurement
chapter of the FTA. Australia’s states will vote in early 2007 on whether or not to change existing
arrangements.
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TRADE SUMMARY

The U.S. goods trade deficit with Bahrain was $142 million in 2006, an increase of $61 million from $81
million in 2005. U.S. exports in 2006 were $491 million, up 39.9 percent from the previous year.
Corresponding U.S. imports from Bahrain were $632 million, up 46.5 percent. Bahrain is currently the
85th largest export market for U.S. goods.

The stock of U.S. foreign direct investment (FDI) in Bahrain in 2005 was $194 million, up from $180
million in 2004.

FREE TRADE AGREEMENT

Upon the August 2006 implementation of the United States-Bahrain Free Trade Agreement (FTA), 100
percent of bilateral trade in consumer and industrial products became duty-free immediately. Bahrain
will phase out tariffs on the remaining handful of agricultural product lines within ten years. Textiles and
apparel trade is duty-free, promoting new opportunities for U.S. and Bahraini fiber, yarn, fabric and
apparel manufacturing. The FTA requires qualifying textile and apparel products to contain either U.S. or
Bahraini yarn and fabric and contains a temporary transitional allowance for textiles and apparel that do
not meet these requirements in order that U.S. and Bahraini producers can develop and expand business
contacts. The FTA requires transparency and efficiency in customs administration, including publication
of laws and regulations on the Internet and procedural certainty and fairness. Both governments agree to
share information to combat illegal trans-shipment of goods and special customs cooperation measures to
prevent fraud in the textile and apparel sector. In addition, the FTA requires customs procedures designed
to facilitate the rapid clearance through customs of express delivery shipments.

IMPORT POLICIES

As a member of the Gulf Cooperation Council (GCC), Bahrain applies the GCC common external tariff
of 5 percent for most non-U.S. products, with a limited number of GCC-approved country-specific
exceptions. Bahrain’s exceptions to the common external tariff include alcohol (125 percent) and tobacco
(100 percent). Some 421 food and medical items are exempted from customs duties entirely.

STANDARDS, TESTING, LABELING AND CERTIFICATION

As part of the GCC Customs Union, member countries are working toward unifying their standards and
conformity assessment systems and have progressed considerably toward the goal of a unified food
standard. Negotiations targeting adoption of a unified food standard during 2007 are under way. Each
country currently applies either its own standard or a GCC standard.

Bahrain generally uses international or GCC standards, and the development of standards in Bahrain is
based on the following principles: (a) no unique Bahraini standard is to be developed if there is an
identical draft GCC standard in the process of being developed; and (b) developing new Bahraini
standards must not create trade barriers. The total number of GCC standards adopted as B