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Issues and requests relating to foreign trade and investment - Canada

Category

No

Issue

Issue Details

Requests

Governing Laws

[

Restrictions on
Entry of Foreign

@

Nebulous basis of
permits and

- Due to the Government of Canada's (GOC's) Policy under its Incentive
Measures to protect the domestic industries in Telecommunications,

- Itiis requested that GOC clearly defines
the terms and conditions for FFEs'

Capitals approvals for Media Industries, and Financial Service Sectors, where oligopoly prevails, | acquisition of Canadian enterprises.
FFES’ Acquisition | Foreign Funded Enterprises' (FFESs') entry into these Sectors are
of Canadian extremely difficult. FFES' acquisition of Canadian enterprises is subject to
Enterprises the approval of the Provincial Government. However, the terms to apply
for and obtain approvals are nebulous and remain undefined.
9|Restrictive (1) |Complex Payment (- Payments for Federal GST(Goods and Services Tax) and Federal part of |- It is requested that GOC synchronises |- Canada Border Services
Export/Import Procedures for the | HTS(Harmonized sales Tax) made upon import customs clearance and into single period the periods for Agency Memorandum
Trade, Duty, and Goods and made in relation to the domestic transactions in Canada are not payment of the Federal excise tax D17-15
Customs Services Tax integrated into a single payment. The dual payment requirements relative to Import Customs Clearance
Clearance (GST) for Import complicate the clerical procedure. and Domestic Transactions.
Customs
Clearance
(2) |Canadian Tariff |- Alcohol (beer) Duty levied on the Specified Inter-Province transactions in |- While the restriction is universally - While the Duty accrues,
Barrier for Beer on| Canada forms a barrier for Member Firm's selection of the location for its | applied, no applicable regulation can be | no underlining
Certain Inter- local manufacturing depot. While no duty is levied in Quebec Province for | located. The Member Firm is given to legislation seems to exist
Province beer manufactured in Ontario and sold in Quebec, the duty is payable on | understand, this is an exceptional despite the effort made
Transactions beer manufactured in Brunswick Province and sold in Quebec. measure. It is requested that GOJ, to the| for its confirmation.
extent possible, takes steps to induce
GOC's removal of the inequality in
Inter-Province Transactions in Canada.
(3) |[Antidumping - On 5 September 2013, Canada Border Services Agency (CBSA) notified in
Measures the Gazette, its initiation of an investigation into the dumping of certain
hot-rolled carbon steel plate and high-strength low-alloy steel plate
originating in or exported from Japan, Republic of Korea, Taiwan,
Indonesia, Denmark and Italy, covered by HS Code 7208.51 and 7208.52.
On 14 November 2013, preliminary affirmative determination was made
against all countries subject to investigation.
12|Exchange (1) |Appreciation of - In the immediate preceding one-year, Canadian dollars tended to - Itis requested that GOC takes steps to
Controls Canadian Dollars | depreciate by the appreciation of the USD. However, due to the various ensure an adequate and stable exchange
factors that appreciate Canadian dollars, such as raise in interest rates, rate of the Canadian dollars to enable
there remains a possibility for weakening of the competitive edge of the maintenance of the competitive edge for
exporting industries. the products manufactured in Canada.
13|Finance (1) |Canadian Banks |- A Firm extends a loan for mining development funds of Canadian Mining |- It is requested that CDB, etc. will

Guarantee on the
Loan for the Mines
Development
Fund

Company. The Firm is desirous of Canadian Development Bank's (CDB's)
extension of Repayment Guarantee for this Loan.

execute Repayment Guarantee for the
Loan extended by FFEs for the Mining
Development Fund.
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Category No [Issue Issue Details Requests Governing Laws
14| Taxation (1) |Complex - Since 1 July 2010, Province of Ontario and Province of B.C. have - Itis requested that GOC harmonises - Federal/Ontario
Systems Accounting Work | inaugurated Harmonised Sales Tax (HST), by merging the Federal Goods | GST (HST) all across Provinces. Province/B.C. Province
due to the Varying | and Services Tax with the Provincial Retail Sales Tax. However, HST rate HST
Sales Tax by each | is 13% in Ontario and 12% in B.C., while a tax law on HST differs in the - Provincial Retail Sales
Province two provinces. Tax, Quebec
Programming of the accounting system and data input, together with all
the necessary clerical works, has been made even more complex. Quebec
sales tax will be raised by 1% on 1 January 2011 and 1 January 2012,
adding more complexity to the works involved all around.
(2) | Transfer Price - A Member Firm Subsidiary (MFS) must pay careful attention in handling |- It is requested that GOJ discloses to the
Taxation System Headquarters’ Expenses with its sister company in the U.S. to avoid any | extent possible, the measures it takes
problems over the Transfer Price Taxation System. directed to the Canadian Taxation
Authority on similar problems shared by
other Japanese affiliated enterprises.
(3) |ILNG Tax - LNG Tax: The details remain unveiled for the Liquefied Natural Gas - Itis requested that the BC Authority
(LNG) Tax Regime by British Columbia Province (BC), impacting Member| makes it a point to ensure that
Firm decision to invest in the LNG business. It remains nebulous if it is introduction of its taxation system does
applicable only to export business, or to domestic business as well. not affect the international competitive
edge
(4) |Goods and - The applicable Rules for Goods and Services Tax are quite complex so that|- It is requested that GOC streamlines
Services Tax it takes much time and work in calculating and determining if taxable or | and simplifies both the Goods and
not on a given item. In addition, it is extremely difficult to systemise it. Services Tax System and, the procedures
Largely varying rules employed by each Province, inflate the system for filing Tax Returns and Tax Refund
maintainance cost, including its modifications. Applications.
16| Employment (1) |Restricted - Federal Canada Business Corporation Act and Ontario Business - Itis requested that GOC repeals the - Canada Business

Nationality of the
BOD Members

Corporation Act both require: "At least 25 per cent (or minimum 1-person
in case of the Board comprising of less than 4-directors) of the directors of
a corporation other than a non-resident corporation shall be resident
Canadians". However, in the prevailing circumstances of the heavier
responsibility upon directors, it is getting difficult to request resident
Canadians to assume directorship in a business corporation. This
provision sometimes forms a barrier for Japanese investor's entry into
Canada.

provisions of the law concerning the
nationality requirements.

Corporation Act 105
- Canada Business
Corporation Act 118

@

Complex and
Delayed Visa
Renewal
Procedures

- GOC has started the clerical processing of work concerning Work Visa
Acquisition at Canadian Embassy in Manila. It is said there was a case
where the Visa of only one-year validity was issued upon actual entry,
notwithstanding the fact the 3-year validity visa was granted.

- A Member Firm’'s Subsidiary (MFS) faces a problem on transfer of work
from the predecessor to successor due to a longer period (maximum
3-months) required for visa acquisition than the previous 3-weeks, actual.
Presumably the transfer of visa issuance work from the Home Country to
its Embassy in Manila is partly responsible for this delay.

- Itis requested that at GOC:
-- ensures issuance of Work Visa at all
issuing depots, and
-- uniformly applies the work visa
issuance unaffected by individual
personal judgement of officers in
charge.
- Itis requested that GOC:
-- systemise the Visa Application by
employing the on-line facility, and
-- expedites the Visa Issuance.
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Category No [Issue Issue Details Requests Governing Laws
(3) [Job Hopping - Since 2007 when the energy related business began flourishing, - Itiis requested that GOC introduces a
Engineers job-hopping engineers have mushroomed in Alberta, making it difficult to | scheme that equalises the workforce
retain its engineers by raise in salary, etc. The difficulty continues. across- the-State through mobolising
inter-provincial movement of workforce.
(4) |GOC's Support - While the increase in energy resources development is promising focused |- It is requested that GOC deregulates its
Solicited for on oil sand, LNG, etc., the difficulty in securing workforce is a matter of policy on immigration and visa issuance
Securing concern. to support the enterprises’ effort to
Workforce secure the workforce.
17| Implementation | (1) [Disallowed - To the extent regarded as necessary to maintain, repair and replace - Itis requested that GOC takes steps to
of Intellectual Temporary machineries, reproduction should be permitted, as is provided in Article introduce a provision that allows

Property Rights
("IPRs")

Reproductions on
Maintenance and
Repair of

Machineries, etc.

47-4 of Japan Copyright Act, Transfer of ownership of reproductions made
pursuant to the provisions of limitations on the right of reproduction.

reproductions made pursuant to the
provisions of limitations on the right of
reproduction relative to maintenance,
repair, etc. of machineries, etc.

Reference

- In the U.S,, the owner or lessee of machineries are authorised to affix temporarily the computer programme for the purpose of maintenance and /

or repair of machineries, “if such new copy is used in no other manner and is destroyed immediately after the maintenance or repair is
completed” (U.S. Copyright Act Section 117(c)), with a leeway applied under Section 107, ‘Limitations on Exclusive Rights: Fair use.’

@

Removal of
Complaint
Requirement from
Criminal Penalty
on Copyright
Infringements

- As long as copyright infringements remain infringement of a private
property, there is no necessity for recovery when the injured party does
not wish to seek recovery. In terms of its deterrent effect, the needs
remain at a low level. Conversely, the negative aspect of only the chilling
effect remains. In addition, creation and expression in most cases
originate from imitation. Consequently, tightening of the deterrent
requires a scrupulous care and deliberation. As regards copyright, the
border surrounding the restricted right/indirect infringement is
ambiguous. It requires a careful deliberation (for example, from the
viewpoint of the chilling effect) in cases where predictability is not crystal
clear.

- Itis requested that Controller General of
Patents, Designs & Trade Marks takes
steps to remove the Complaint
Requirement from Criminal Penalty on
Copyright Infringements.

Reference

- In the case of the U.S,, it seeks obviating the need for a formal complaint under QQ.H.7-7(h) of WikiLeaks Release of Secret Trans-Pacific

Partnership Agreement (TPP) of 30 August 2013 at QQH.7-7: “(h) that its competent authorities may act upon their own initiative to initiate a

legal action without need for a formal complaint by a private party or right holder”:

U.S./ROK 18.10.27,
U.S./Peru 16.11.27,
U.S./Chili 17.11.22, and
Australia/Chile 17.38.

©)

Canadian Courts’
Denial Of Patent

- Canadian Courts could deny the evidence for usefulness, which had been
held as useful in Japan, the U.S., EU, etc. As a result the patent could be
held invalid. In addition, the evidence submitted after the filing date of
patent application cannot form the basis for determining the usefulness.
The Canadian judgement basis is extremely rigorous compared to Japan,
the U.S,, EU, etc.

- Itis requested that GOC takes step to
adopt the criteria comparable to those
adopted in Japan, the U.S., EU, etc.
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Category No [Issue Issue Details Requests Governing Laws
20| Monopoly (1) |Monopoly in - A Member Firm's Subsidiary (MFS) ships the bulk of its products across |- It is requested that with the view to
Railway Transport | the continent by railway transport, which forms an oligopoly by two firms, | slackening oligopoly and to protect the
Canadian National (CN) and Canadian Pacific Railways (CP). Their Tariff| users’ interest, GOC materialises as soon
and Operational Policies severely impact MFS's profitability and business | as possible its substantive policy.
operation. In response to the complaints filed by the users, including
business associations, and with the participation of the Federal
Government, the discussions are now under way, concerning introduction
of the Control Scheme, which is geared toward improvement.
21|Restrictions on (1) |Existence of - In light of equalising distribution of Canadian farming resources, - Itis requested that GOC deregulates

Land Ownership

Restrictions by

deregulation is sought on the restricted foreign ownership of land property

restrictions on Landownership by

Province on in the Three Great Plains (Alberta, Saskatchewan and Manitoba Foreign Funded Enterprises (FFES).
Farmland Provinces).
Ownership
24| Indigested (1) |Non-existence of |- There have been inflows of about 3,000 units per annum of used pianos - GOC now levies Import Duty of 7% on
Legislation, Consumer into Canada from Japan, and other Asian peripheral countries. Most of Grand Piano and 0% on Upright Pianos
Abrupt Changes Protection Policy the products in concern are retrieved from individual households in equally upon both New and Used Pianos.
for Import of Used | Japan, and exported to Canada after some refurbishments (in particular It is requested that GOC curbs the
Pianos to their external appearances). Over the years, Member Firm has systematic sales of Used Pianos by
warranted the product quality by carefully adjusting the product levying import duty on Used Upright
specifications to the climatic market conditions, in particular, to the Pianos, provided, however, that no
moisture content of the wooden materials incorporated into the piano restrictions are required in principle on
products most suitable to the Canadian climatic conditions. personal sales and purchase.
26|Others (1) |Capacity Shortage (- In addition to the chronic capacity shortage in railway transport, serious
of Railway delays have arisen on grain exports, due to the increased volume of crude

Transport and
Delays

oil transport and the bad wintery weather. In light of the expanded grain
production forecast in Canada, the capacity shortage in railway transport
can materially block the Japan/Canada Grain Trade.
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Issues and requests relating to foreign trade and investment - United States

Category

No

Issue

Issue Details

Requests

Governing Laws

1|Restrictions on
Entry of Foreign
Capitals

@)

'The Requirements
are nebulous for
Granting Approval
on Foreign
IAcquisition of
Enterprises

- Although not compulsory in all investments, in order to play it safe, a
Member Firm has cleared in most cases the requirements of the
Committee on Foreign Investment in the United States (CFIUS) on the
U.S. National Security, in as much as the retroactive conformance to
CFIUS requires complications with onerous responsive measures.

- In light of Japan being one of the major
alliance countries with the U.S,, itis
requested that GOU:

-- completely exempts Japan of the
CFIUS requirements, or

-- identifies the sectors that require the
measures responsive to the CFIUS
National Security Test.

9Restrictive
Export/Import
Trade, Duty, and
Customs
Clearance

@)

High Import Duty
Rates

- Tariffs on watches of the U.S. are quite complex for the parallel use of ad
valorem and fixed tariff rate. It makes it difficult to calculate the average
tariff rate. According to the estimate of Japan Clock & Watch Association,
it is about 5% in average, while since 1983, GOJ has imposed zero tariff on
imports from the U.S.

- It is requested that GOU repeals tariff on
watches as soon as possible.

- The Tariff Act of 1930;
and Harmonized Tariff
Schedule of the United
States

(2) |Complexity in - The calculation method for import duty on Watches is complex: - It is requested that GOU streamlines the |- The Tariff Act of 1930;
Import Duty (1)GOU establishes the tariff rates on watches individually by parts: tariff rates so that fixed rates are levied | and Harmonized Tariff
Calculation movement, case, band, etc. The fixed tariff amounts are applied to on the finished watches. Schedule of the United
Formula movements, while the fixed tariff rates are applied to other parts. States

(2)U.S. ITC Report on Simplification of the Harmonized Tariff Schedules of - Customs Regulations and
the U.S. released in March 1999 continues to rely upon Provisions
8-digit-classification, not harmonised into 6-digit classification. It
retains classification by size, and price. The fixed amount import duty
on movements is not simplified.

Actions

- At the 2002-2005 Japan-U.S. Deregulation Initiative talks, Government of Japan (GOJ) requests GOU to streamline the import procedures for
complete units of clocks and watches by classifying them under an across-the-board 6-digit HS code, rather than accumulating the tariff amounts
for individual components. In December 2005, the same request is made by GOJ at Japan-U.S. Trade Forum. The Japan-U.S. Deregulation

Initiative Report of June 2004 expressly states: the U.S. is aware of the problem, and the U.S. will continue discussions with GOJ. On the other

hand, in the WTO Trade Policy Review in June 2008, GOU states it is unable to agree that the tariff scheme is excessively complicated in answer
to GOJ's request for improvement. The contentions of both parties continue to run in parallel.

(Quoted from the Report)

"Import Tariff Calculation Method and Labeling Requirements of Origin for Clocks and Watches: The Government of the United States

recognizes the concerns of the Government of Japan regarding tariffs and labeling requirements for clocks and watches. The Government of the

United States will continue to discuss with the Government of Japan regarding these issues, taking full account of the position held by the

Government of Japan concerning a review of the U.S. tariff schedule and labeling requirements as well as discussions underway at the WTO."

(3) |International Gaps |- On consumable goods such as toner / ink cartridge for printers, - It is requested that GOJ approaches
of HS Code multi-purpose equipment, etc., HS Classification Code differs between the | GOE and GOU toward unification of
Classification on countries in the U.S. and EU, being dutiable in some and not so in others. | applicable HS Classification Code on
Supply Goods consumable goods, and

- It is requested that GOJ approaches
GOE and GOU to incorporate them into
the expanded items of ITA products.
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Category

No

Issue

Issue Details

Requests

Governing Laws

4)

Increased Tariff
Burden due to the
Delay in Renewal
of GSP

- Generalised System for Preferential Tariff (so called GSP) that exempts
tariff on products imported from designated Developing Countries and
Territories expired on 31 July 2013, without renewal to this date (as of 3
January 2014).

More precisely, MFS imports products from Indonesia by incurring, in a
sense, extraneous cost (several hundred million yen per annum).

It remains uncertain “when the GSP renewal takes place (or never gets
renewed)”, and “if renewed, retroactive refund of tariff paid during the
hiatus of GSP takes place”. Importers’ assumption of the tariff burden
continues.

- It is requested that GOU:

-- ensures there is no hiatus of GSP
treatment at each renewal.

-- determines in advance in the event of
occurrence of expiry, provisional
measures such as “renewal time”,
“retroactive measures”, or at least
provides a clear-cut information.

©)

lllegal Nature of
Zeroing
Methodology in
Antidumping
Regulations

- In December 2004, GOJ filed request for consultation with GOU and the
Dispute Settlement Body, stating the "zeroing" by which GOU treats
transactions with negative dumping margins as having margins equal to
zero for purposes of determining the weighted-average dumping in its
Antidumping Investigation at artificially high price level is in violation of
WTO AD Rules.

WTO Appellate Body frequently found the U.S. violation of AD Agreement.
However, the corrective measures by the GOU have been insufficient.

On 20 May 2009, GOU appealed on the Japan-the U.S. disputes to WTO
Appellate Body. The Appellate Body Report, released on 18 August 2009,
totally upholds the Japanese contention.

On 6 February 2012, GOU signed Memorandum on Repeal of the Zeroing
Methodology.

On 14 February 2012, DOC put up in Federal Register the review of
antidumping calculation methodology, and on 18 June 2012, notified in
Federal Register the revised calculation of Antidumping Margins without
using the Zeroing Methodology. It resulted in amended dumping margins
on some of the Japanese thin stainless steel plate products.

- It is requested that GOU thoroughly
implements the corrective measures.

- WT/DS322/AB/RW

- Notice of Determination
Under Section 129 of the
Uruguay Round
Agreement Act

(6)

Sunset Review
under Antidumping
Proceedings

- As affairs now stand, GOU's Sunset Review is dictated by the ground rule
of "Order is continued in principle, and revoked in exceptional cases" under
the relative laws and regulations, internal rules and in their
implementation. Thus, in reality, antidumping measures are not revoked
past the five-years and prolonged imposition of Antidumping Duty
continues.

- On 22 February 1995, Antidumping Duty levied on Stainless Steel Bar

(from 4-countries including Japan), Continued Levy decided by the 2nd and

3rd Sunset Reviews on 4 December 2006 and 17 July 2012, respectively.

- On 18 June 1996, Antidumping Duty levied on Clad Steel Plate from

Japan, continued levy decided by the 2nd and 3rd Sunset Reviews on 20

February 2007 and 15 January 2013, respectively.

- On 7 July 1999, Antidumping Duty levied on Stainless Steel Thin Plate

(from Japan, South Korea*, Taiwan, U.K., France*, Germany, Italy* and

Mexico)(* marked here and the following also includes Countervailing

Duty), continued levy decided by the 1st and 2nd Sunset Reviews on 21

June 2005 and 11 August 2011, respectively.

- It is requested that GOU conducts its
antidumping reviews in accordance with
the WTO Antidumping Agreement.

- It is requested that GOU:

-- conducts the sunset review pursuant to
the principles set forth in the WTO
Antidumping Agreement, and

-- applies the GOJ's proposal at the WTO
negotiation, namely, “the antidumping
measures terminate after 8-years from
the date of the first antidumping duty

levy.”
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Category No [Issue Issue Details Requests Governing Laws

- On 1 September 1998, Antidumping Duty levied on Stainless Steel Wire
(from Japan, South Korea, Taiwan, Sweden, Spain, Italy*), continued levy
decided by the 1st and 2nd Sunset Reviews on 8 July 2004 and 17 June
2010, respectively.

- On 26 June 2000, Antidumping Duty levied on Middle Diametre Seamless
Steel Pipe (from Japan and Mexico), continued levy decided by the 1st and
2nd Sunset Reviews on 6 April 2006 and 11 October 2011, respectively.

- On 26 June 2000, Antidumping Duty levied on Small Diametre Seamless
Steel Pipe (from Japan, Rumania, Czech, South Africa), continued levy
decided by the 1st and 2nd Sunset Reviews on 6 April 2006 and 11 October
2011, respectively.

- On 28 August 2000, Antidumping Duty levied on Tinplate (from Japan),
continued levy decided by the 1st and 2nd Sunset Reviews on 13 June 2006
and 15 May 2012, respectively.

- On 6 December 2001, Antidumping Duty levied on Large Diametre
Welded Line Pipe (from Japan, Mexico).

- On 2 October 2007, Antidumping Duty continued levy was decided. On 29
October 2013, at the 2nd Sunset Review, continued levy was decided.

The antidumping measures against the Japanese steel products in the
foregoing in many cases continue to this day, although some cases have
been revoked. The revocation of antidumping measures take place only
when the U.S. domestic industries show no interest for continuation of the
measures or the U.S. petitioners participate in the Sunset Review, and ITC
votes in favour of revocation.

(7) |Antidumping Duty |- GOU levies 6.5% Antidumping on Heat Sensitive Paper exported froma [ It is requested that GOU revokes the
Levy Member Firm’s German factory. (Its Sunset Review due in June 2014 Antidumping Measures.
remains unconfirmed.)

(8) |Antidumping - On 12 November 2013, DOC released Preliminary Determination of
Measures Dumping in the Antidumping Proceedings on Nickel Plated Steel Plate
(the Investigation initiated on 27 March 2013.)

On 19 November 2013, in the Antidumping Investigation on Directional
Electromagnetic Steel Plate, ITC made a Preliminary Injury
Determination (after initiating the investigation on 18 September 2013).
On 2 December 2013, in the Antidumping Investigation on
Non-Directional Electromagnetic Steel Plate, ITC made a Preliminary
Injury Determination (after initiating the investigation on 30 September

2013).
(9) |Heavier Tariff - Member Firm exports certain products to North American purchasers via [ It is requested that GOJ collects
Levied on Imported| its depot in North America. The recent resumption of antidumping levy extensive information on all tariff rates in
Parts (for example, on bearings related products) at a high rate materially affects| advance.

profit and loss of the business in concern.
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Category

No

Issue

Issue Details

Requests

Governing Laws

(10)

Rigorous Country
of Origin Marking
Regulations

- Country of Origin (COO) marking is required on every movement, case
and band in accordance with the precise method specified in the relevant
statutory requirement. This requirement is quite burdensome to watch
manufacturers, etc. in production control, etc.

- It is requested that GOU:

-- applies the COO Marking only on
finished watches, with the method for
COO Marking at the discretion of
manufacturers,

- It is requested that GOU follows "GOJ's
Commenton U.S. ITC Report on
Simplification of the Harmonized Tariff
Schedules of the U.S.",

-- applies COO Marking requirement only|
on finished products and

-- leaves the method for COO Marking at
the discretion of manufacturers.

- The Tariff Act of 1930;
and Harmonized Tariff
Schedule of the United
States

- Customs Regulations and
Provisions

Actions

- In the WTO Trade Policy Review in June 2008, GOU stated, "It is unable to agree that the tariff scheme is excessively complicated" in answer to

GOJ's request for improvement.

Since then, during WTO Trade Policy Review on the U.S. held on 30 September and 1 October 2010, GOJ prompted GOU for improvement.

Nevertheless, no improvement has materialised to this date.
Improvement

- 15 CFR Part 245, The Guides for Watch Industry is rescinded, obviating the need for marking the metal composition for each watchcase.
- The origin marking is harmonized to the method stipulated in the Customs Act.
- The use of indelible ink is formally approved as the method to provide the origin marking on imported watches. (H.R.435 Miscellaneous Trade

and Technical Collection Act of 1999)

(11) |Certificate of Origin- GOU requires as Certificate of Origin not only the marking of the country [ It is requested that GOU restricts the
in which the final production process takes place, but also Certificate of Certificate of Origin marking
Origin for raw materials and semi-processed products. requirement only to the country in which
the final production process takes place.
(12) [Monitoring on Steell- On 1 February 2003, Department of Commerce (DOC) instituted Steel - It is requested that GOU streamlines the

Imports

Import Monitoring on all imported steel products (including excluded

countries and excluded items) subject to the safeguard measures. After

repeal of Safeguard Measures in December 2003, monitoring was

continued until establishment of new measures replacing this measure by

DOC.

On 5 December 2005, DOC released The Final Rule for SIMA (Steel

Import Monitoring and Analysis). The followings are the major outlines:

Subject goods: All basic steel mill products (however, excluding coupling

flange, stainless steel coupling flange, partially excluding cold formed steel,

steel bar, secondary wire rod).

-- The monitoring period: 5 December 2005 - 21 March 2009.

-- Classification of Products subject to monitoring: Based on HTS Code 6
Digits

-- Transactions subject to monitor: Not only export/import but also includes
delivery/export.

-- On items excluded from monitor, only import data separately is released.

procedure.
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Category

No

Issue

Issue Details

Requests

Governing Laws

(13)

Excessive Air
Cargo Security
Measures

- Since December 2012, GOU requires 100% Air Cargo Explosive Screening
loaded on Passenger Planes destined to the U.S.. Beginning April 2014, the
requirement will apply to all Passenger Planes flying to all destinations.
These additional work not only increase the cost and administrative
expenses, with high possibility of transport cargo delays, it hinders the
smooth international trade operation.

- It is requested that GOU deregulates by
large margin the requirements in the left
column to the Authorised Economic
Operator (AEO) Certified Companies.

- The Implementing
Recommendations of 9/11
Commission Act

(14)[The U.S. Mutual |- C-TPAT was originally developed as (optional) Membership Security - It is requested that GOJ requests
Recognition of Programme for imports into the U.S. GOU has arranged Mutual disclosure of the merits and the
C-TPAT (AEO, etc.)| Recognition of the Authorised Economic Operator (AEO) Programme on substantive programme guidelines for
her export overseas as well. However, GOU's fails to disclose the practical | implementing C-TPAT relative to export
merits from mutual recognition and the absence of the operational to the U.S.
guidelines for the Programme makes policy decision difficult whether to
participate in the Export Mutual Recognition (Note: GOJ has participated
in MBK).
(15)[10+2 Rule - The 10+2 Rule under the SAFE Port Act fully implemented since 2010 takes| It is requested that GOU alleviates,
a lot of work and time. Particularly information from India lags behind. simplifies or repeals the 10+2 Rule.
- While EU and GOJ compel the Programme for 24-Hours’ Advance - It is requested that GOU deregulates the |- Importer Security Filling
Registration of Manifest, as is done by GOU, GOU compels Registration of [ Programme at least to the level similar to| “10+2”, US Customs and
10-1tems upon Shippers, heavily burdening Shippers. In addition, GOU the EU 24-Hour Programme. BP
compels the U.S. Importer Security Filing “10+2” Programme with
24-Hours’ Advance Registration of Manifest Requirement, which heavily
burdens the Shippers. Moreover, GOU fines penalty in the amount of
USD5,000 for the delays, which practice is unique to the U.S.
(16) |SEC Rule on - SEC Rule compels reporting upon Listed Companies manufacturing - It is requested that GOU deregulates
Compulsory products using Conflict Minerals (gold, tantalum, tin, or tungsten) that disclosure of explanation on Conflict
Disclosure for Use | originated in the Democratic Republic of the Congo and/or an adjoining Minerals produced outside the Covered
of Conflict Minerals| country (the Covered Countries) to the Securities and Exchange Countries.
Commission. Listed Companies compel their suppliers’ disclosure of
information on use or non-use, including the case where the minerals
originate in countries outside the Covered Countries, in which case the
supplier must give explanation in detail that the minerals originated in a
country outside the Covered Countries.
(17)|International - It has taken a Member Firm one month, only to get the discrepancies - The case described in the left column - State, Local, and Tribal

Discrepancies in
the Requisite
Description relative
to the Customs
Clearance
Documents

adjusted between GOU and GOJ over the Health Certificate (Export
Certificate for Animal Products, issued by USDA this time), concerning the
wordings, which should be described on the Products (the descriptive
method of the wordings).

While GOU accepts only a simple generic product description, GOJ
requires the verbatim word for word compatibility with the Commercial
Invoice (CI) description, in addition to the quantitative description on the
CIl. The Member Firm was at a loss what to do.

GOU would not concede to the last minute, due to the absence of any such
precedence. As the last straw, the Member Firm filled, in the Identification
Column of the Certificate, the Product Catalogue Number that matches

the Customs Clearance Documents to obtain GOJ'’s approval in the end.

occurred just for importing the product
simply as an evaluation sample. While
the respective circumstances affecting
both governmental authorities cannot be
ignored, it is requested that both
governments will make it crystal clear as
to what the concerned parties must
practically do, by adjusting the tolerance
in the requisite description, and
eliminating discrepancies in the tolerance
between GOJ and GOU.

Laws on Prevention of
Livestock Epidemic
Disease (Animal
Quarantine)
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Category No [Issue Issue Details Requests Governing Laws
10[Restrictive (1) |Denial of FTZ - On August 22, 2012, the Securities and Exchange Commission (“SEC”) - It is requested that GOU:
Measures for Preferential Tariff | adopted a new rule and form, as mandated by Section 1502 of the -- ensures exemption of import duty on

Operations in
Free Trade Zones
("FTZs") and
Special Economic
Zones ("SEZs")

Dodd-Frank Wall Street Reform and Consumer Protection Act
(“Dodd-Frank Act”), to require companies to publicly disclose their use of
conflict minerals (tantalum, tin, gold, or tungsten) that originated in the
Democratic Republic of the Congo (“DRC”) or an adjoining country
(together with the DRC, “Covered Countries”).

raw materials imported into FTZ, and
-- repeals the import duty.

12[Exchange (1) |Delayed Foreign |- Member Firm has experienced delays in external settlement in foreign - It is requested that GOU deregulates and
Controls Currency External | currency, due to shortage of foreign currency and GOU's control of foreign | repeals its Foreign Exchange Control.
Remittance currency release.
14iTaxation Systems| (1) [High Corporate - Effective Corporate Income Tax (CIT) exceeds 40% in total of the Federal | It is requested that GOU reduces the CIT|- The U.S. Tax Law

Income Tax Rate

and State Tax of each State.

rate.

@

High Amount of
In-Bond Charges

- In-Bond Charges are exorbitantly high on Bonded Carrier, Bonded
Storage, etc.

- It is requested that GOU improves the
mechanism.

(3) [Varying Tax Levy | State Income Tax NEXUS (Determination of State Corporate Income Tax) |- It is requested that GOU harmonises - State and County/City
by each State, varies in each state. Moreover, the sales tax system varies in each state, state and county taxes. Tax Laws
County, etc. county and city.

(4) |Complex - GOU compels tax regulations (such as so called FIN 48) Reserve for - It is requested that GOU repeals FIN 48..- FASB ASC740-10
Regulation on Uncertain State Tax Positions, which are unprecedented elsewhere
Financial internationally. It demands a vast amount of time and financial resources
Statement for the account audit.

(5) PJudgement Basis of|- Determination of Under-capitalization in the U.S. lacks clarity in certain [ It is requested that GOU takes step to

Under-
Capitalization (Not
Earnings Stripping
Rule)

aspects, because it relies on rulings of old cases, or on aborted legislative
drafts, etc., all no longer in force. It necessitates consultation with CPA's
each time on issues such as increase in the borrowing amounts, capital
fund, etc.

numerically identify the tax basis.

16

Employment

@)

'Tightened Control
over Visa
Acquisition/
Renewal
Procedures

- A Firm, being a minority partner in a U.S. Joint Venture Enterprise, has
only one choice for the expatriates' visa, namely, H-1B. [U.S. Citizenship
and Immigration Services (USCIS) reached the statutory H-1B cap of
65,000 for fiscal year (FY) 2014 within the first week of the filing period,
which ended on April 5, 2013.

Quoted from USCIS Webpage] The total number of petitions filed in each
year goes up and down, reflecting the prevailing economic climate. USCIS
accepts petitions only once a year, depriving petitioning enterprises of
ability to deploy their workforce timely.

In addition, USCIS no longer accepts by mail application for visa renewal.
Applicants must personally visit Embassy or Consular Office for an
interview.

- It is requested that GOU:

-- expands the H-1B statutory cap, and
accepts H-1B petitions throughout the
year, and

-- streamlines the procedures for visa
renewal.

- Immigration and
Nationality Act
- The US-Visit Program
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Category

No

Issue

Issue Details

Requests

Governing Laws

@)

Disallowed
Re-lIssuance of
Form 1-94 Arrival-
Departure Record
upon Reentry After

- Upon temporary exit to Mexico or Canada, Form 1-94 is returned to the
holder on the spot without renewal. It seems non-collection of Form 1-94 at
the Immigration Wicket is the original rule in the case where the
temporary exit destination is Mexico or Canada, consequently, obviating
the need for reissuance of Form 1-94 upon re-entry (back from Canada or

- Upon temporary exit to Mexico or
Canada, Form 1-94 is returned to the
holder on the spot without renewal. It
seems non-collection of Form 1-94 at the
Immigration Wicket is the original rule in

a Temporary Mexico). Consequently, it seems temporary exit to (most convenient the case where the temporary exit
Departure neighbouring) Canada or Mexico will not do for Form 1-94 renewal. destination is Mexico or Canada,
consequently, obviating the need for
reissuance of Form 1-94 upon re-entry
(back from Canada or Mexico).
Consequently, it seems temporary exit to
(most convenient neighbouring) Canada
or Mexico will not do for Form 1-94
renewal.
(3) [Too Short Visa - The 1-94 with the validity of 2-years is issued upon each entry for holders |- It is requested that DOS takes advantage
\Validity of E-visa, regardless of the remaining term of E-visa, while their of the E-visa under which 1-94 valid for
accompanying family members have no need to travel outside